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Explanatory notes

The designations employed and the presentation of the materials in this
publication do not imply the expression of any opinion whatsoever on the part
of the United Nations Secretariat concerning the legal status of any country,
territory, city or area or of its authorities, or concerning the delimitation

of its frontiers or boundaries.

The term "country" as used in the text of this report also refers, as
appropriate, to tarritories or areas.

For analytical purposes, countries for which relevant datna are available
have been classified into the following groups!

Centrally planned economies
of Europet

Centrally planned
economies of Asla:

China

Developed market economies:

Developing countries:

Eastern Europe, Union of Sov.et Socialist
Republics;

Democratic People's Republic of Kcrea,
Mongolia, Viet Nam;

China

North America, southern and western Europe
(excluding Cyprus, Malta and Yugoslavia),
Australia, Israel, Japan, New Zealand, South
Africa;

Latin America an? the Caribbean, Africa
(other than South Africa), Asia (excluding
the centrally planned economier of Asia,
Israel and Japan), Oceania (excluding
Australia and New Zealand), Cyprus, Malta,
Yugoslavia;

For particular analyses, the developing countries for which relevant data
are available have been subdivided into the following groups!

North Africa:

Sub-Saharan Africa:

Western hemisphere:

Mediterraneant

Algeria, Egypt, Libyan Arab Jamahiriya,
Morocco, Tunisia;

Developing countries in Africa, except North
Africa;

Latin America and the Caribbean:

Cyprus, Malta, Turkey, Yugoslavia;
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West Asia:

South and East Asia:

South Asia:

East Asia newly-
industrialized countries:

High income o0il expucrters
(countries abcve $US 11,000
per capita in 1y8"’

Other high income countries
and subregions (between

$US 2,000 and $US 11,000
per capita in 1980):

Middle income countries and
subregions (between $US 700
and 2,000 per capita in 1980):

lLow income countries and
subragions (below $US 700
per capita in 1980):

Other oil-exporting countries:

Major exporters of
manufactures:

Bahrain, Democratic Yemen, Iran (Islamic
Republic of), Iraq, Jordan, Kuwait, Lebanon,
Oman, Qatar, Saudi Arabia, Syrian Arab
Republic, United Arab Emirates, Yemen;

Afghanistan, Bangladesh, Bhutan, Burma,
Democratic Kampuchea, Fiji, Hong Kong, India,
Indonesia, Lao People's Democratic Republic,
Malaysia, Nepal, Pakistan, Papua New Guinea,
Philippines, Republic of Korea, Singapore,
Sri Lanka, Taiwan, Province of China,
Thailand;

Afghanistan, Bangladesh, Bhutan, India,
Nepal, Pakistan, Sri Lankaj

Hong Kong, Republic of Korea, Singapore,
Taiwan, Province of Chinaj

Bahrain, Brunei, Kuwait, Libyan Arab
Jamahiriya, Qatar, Saudi Arabia, United Arab
Emirates;

Algeria, Argentina, Chile, Gabon, Hong Kong,
Iran (Islamic Republic of), Iraq, Mexico,
Singapore, Taiwan, Province of China,
Uruguay, Venezuela, West Asia oil importers
(Jordan and Syrian Arab Republic):

Bolivia, Brazil, Central America and the
Caribbean, Colombia, Ecuadrr, Malaysia,
Morocco, Nigeria, Paraguay, Peru,
Philippines, Republic ot Korea, Thailand,
Tunisiaj

Developing Africa and South and Zast Asia
(except as included in the three preceding
income groups):;

Angola, Algeria, Cameroon, Congo, Ecuador,
Egypt, Gabon, Indonesia, Iraqg, lran (Islamic
Republic of), Nigeria, Oman, Syrian Arab
Republic, Trinidad and Tobago, Venezuela;

Brazil, Hong Kong, India, Republic of Korea,
Singapore, Taiwan, Province of China,
Yugoslavia;




Other manufacturing-oriented
countries:

Least developed countries!

Primary commodity and services
exporters (other than the
least developed countries):

Highly indebted developing
countriess
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Argentina, Chile, Colombia, Costa Rioca,

Cuba, Cyprus, E1l Salvador, Guatemala,

Céte d'Ivoire, Malaysia, Malta, Mexigo,
Morocco, Nicaragua, Pakistan, Paraguay, Peru,
Philippines, Sri Lauka, Swasiland, Thailand,
Turkey, Uruguay, Zambia, Zimbabwe;

Afghanistan, Bangladesh, Benin, Bhutan,
Botswana, Burkina Faso, Burma, Burundi,

Cape Verde, Central African Republic, Chad,
Comoros, Democratic Yemen, Djiboutd,
Ethiopia, Equatorial Guinea, Gambia, Guinea,
Guinea-Bissau, Haiti, Kiribati, Lao People's
Democratic Republic, Lesotho, Malawi,
Maldives, Mali, Mauritania, Nepal, Niger,
Rwanda, Samoa, Sao Tome and Principe, Sierra
Leone, Somalia, Sudan, Togo, Tuvalu, Uganda,
United Republic of Tansania, Vanuatu, Yemen;

Bolivia, Caribbean and Central America,
Democratic Kampuchea, Fiji, Ghana, Guyana,
Jordan, Kenya, Lebanon, Liberia, Madagascar,
Mosambique, Namibia, Papua New Guinea,
Reunion, Senegal, Seychelles, Solomon
Islands, Suriname, Tunisia, Zaire;

Argentina, Bolivia, Brasil, Chile, Colombia,
Costa Rica, Cote d'Ivoire, Ecuador, Jamaica,
Mexico, Morocco, Nigeria, Peru, Philippines,
Uruguay, Venezuela, Yugoslavia.
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I, INTRODUCTION

A. Mandate and background

1, The overall socio-economic perspective of the world economy to the year 2000
is a periodic assessment of long-term trends in world economic and social
development. The present report is intended to serve as a gquantitative and
qualitative framework for considering a number of long-term issues that the
international community will have to address in the 1990s.

2. The first comprehensive report on long-term trends in economic development was
submitted to the General Assembly in 1982 at its thirty-seventh session (A/37/211
and Corr.1l, 2 and 4 and Add,2). Pursuarnt to General Assembly resolution 37/249 of
21 December 1982, the report was revised and updated in May 1984 in connection with
the review and appraisal of the International Development Stretegy. Subsequently,
a comprehensive report was prepare¢ in 1985 and submitted to the Assembly at its
fortieth session (A/40/519). 1In its resolution 40/207 of 17 December 1985, the
General Assembly requested that the next comprehensive report be prepared in 1987
and submitted to it at its forty-second session, but it later agreed that the
report should be postponed and submitted to it at its forty-third session, through
the Economic and Social Council.

3. The present report was prepared in the Department of International Economic
and Social Affairs, and contributions were provided by relevant units of the United
Nations Secrr“ariat and specialized agencies. At an early stage in its
preparation, several units contributed their assessments of the prospects for the
world economy to the year 2000 at meetings of the Task Force on Long-term
Development Objectives of the Administrative Committee on Co-ordination and its
Technical Working Group, in June and September 1987.

4. The authors of the report subsequently benefited from comments and suggestions
made by the Committee for Development P'lanning, which reviewed work in progress at
a meeting of its Working Group on the Changing Global Economy, in December 1987,
and at its twenty-fourth regular session in April 1988, The summary of the

report 1/ was submitted to the Economic and Social Couuncil at its second regular
session, held from 6 to 29 July 1988,

5. The report attempts to place recent events in historical perspective by
reviewing a number of trends. A baseline scenario to the year 2000, prepared on
the assumption of essentially unchaaiged policies, is presented. A number of
sectoral issues of special importance to international development are then briefly
reviewed.

B. Summary
6. The following broad themes are developed in the report:

(2) The world economy as a whole has grown more slowly in the 19808 but there
has been remarkable progress in some cowu.tries - notably in Asia - along with

/.l‘
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st ,nation or even serious setbacks in Africa and Latin America. The gap between
the richest and the poorest countries in the world has widened, and so have the
differences among the daveloping count:ies. The majority of the world population
live in countries who<e average economic conditions have been improving, especially
when account is taken of the very rapid growth of the Chinese economy. But, for
the majority of developing countries, the 1980s have been years of falling

per nspita incomes and standards of living)

(b) The reasons for the state of the world economy include the slowdown of
growth in developed economies, the volatility in international financial and
foreign exchange markets, and the uncertainty that prevails with regard to the
manner and timing of the resolution of the international debt problem;

(c¢) The model of the world economy that underlies the baseline scenario
projecting major macro-economic variables to the year 2000 incorporates the
currently prevailing constraints on world economic growth. In that scenario, the
developed market economies would grow at 2.5 to 3 per cent in the 1990s, and the
centrally planned ones, at 4 per cent. In South and South-East Asia, overall gross
domestic product (GDP) growth would be in the order of 5 per cent, substantially
faster than the rate of population; and in China it would be even faster. However,
in Latin America and Africa, per capita growth would be negligible;

(4) Alternative scenarios exploring the impact of realistic economic policy
changes have been studied. These might add about one half of a percentage point to
the rate of growth in developed market economies and as much as one or two
percentage points to the rate of growth of developing countries;

(e) Governments will, however, have to anticipate many structural changes and
difficult policy issues in the next decade. Demographic trends are fairly
pradictable and provide a good starting-point for their analysis. The fastest
growth (3 per cent) will occur in Africa, where the task of recovery and
restoration of self-sustained growth will be particularly difficult., The labour
force in developing countries will generally grow by 2.5 to 3 per cent, while it
will grow by less than 1 per cent in developed market economies. Employment is
likely to grow more slowly than the labour force in most countries, and
unemployment will be a concern for all groups of countries;

(£, On the one hand, the use of energy - in particular, of hydrocarbons - is
expected to continue to grow more slowly than GDP for the remainder of the
¢antury. On the other hand, growth of energy consumption in developed market
economies will be met by imports, which will contribute to changes in the structure
of world trade, and real prices of oil may rise;

(g) Heavy pressures on the global ecological system have given rise to a
range of critical issues of ecological degradation and pollution, which are rapidly
coming to a head, As in this decade, new and unexpected threats may also emerge,
and there will be a need for a capability of quick international response;

(h) Relentless population growth and rural-to-urban migration raise a need
for shelter, water, sanitation and other public amenities in urban and rural

/.0.
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habitats, which has to be met in innovative ways that generate employment and draw
on local resources;

(1) Human resources have long been neglected in development strategies or
approached in a piecemeal fashion. Problems of education, health, social
integration, the status of women, and crime and drug abuse will call for a clearer
vision of the objectives of development)

(jJ) One of the outstanding characteristics of the world economy at the
present time that will persist in the next decade is the pressure of structural
change. A major cause of the need for structural adjustment is the rapid emergence
of new technologies, which destroy old capital and require new capital formation.
This is hampered by uncertainties about future monetary and financial conditions,
which influence patterns of comparative advantage;

(k) The growth of capital formation has slowed down in all regions of the
world in the 1980s. However, the evident success of some developing countries has
directed attention to the role of entrepreneurship. Efforts to stimulate
entrepreneurship and managerial capacity in order to improve capital efficiency
have attracted great interest, and there are enough instances of sucnessful loocal
experiences to put such prograrmes on the agenda for the next decade.

7. Past experiences of attempting to forecastu and project long-term trends have
not been very successful. The expectations at the beginning of the 1970s were
overthrown by the turbulence of the world economy, and the expectations for the
19808 proved to be even more misplaced. There is no generally agreed explanation
for the slowdown in the 1980s, although many of its elements seem reasonably

clear, The present projections for the 19908 should be seen in this light.
Unanticipated shocks and policy responses will probably make for a different
outcome, for better or for worse. The purpose of contemplating the outlook for the
19908 is not to predict the future hut to prepare for the issuer that will arise -
to the extent that they can now be foreseen.

II. WORLD ECONOMIC PERFORMANCE AND POLICY IN THE 1980s

8. The world economy has grown more slow)y and with greater disparities in
national performance in the 1980s than in the previous decade. Gross world product
measured in real terms rose 2.5 per cent a year from 1980 to 1985, while population
increased by 1.7 per cent. As may be seen in table 1, rapid inflation and high
unemployment in the economically advanced countries continued into the early 1980s
and were followed by a severe slowdown in economic activity in 1982. This
recession was transmitted to many developing countries.

9. For many countries, the decade of the 1980s has been a critical period. Some
have rapidly adjusted to ner conditions, while others have suffered continued
disappuintments and mounting difficulties. Except for during the recession early
in the decade, rapid growth coantinued in the newly-industrialised countries in
South-East Asia, where output increased at 7.6 per cent a year, A key element in
their success has been the ability to adjust to significant declines in their terms
of trade and to expand export sales in both traditional and new markets. The

/oot
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Table 1. Growth of production and per capita gross domestic produgt
in the world egonomy a/

(Percentage)

1961- 1966~ 1971~ 1976- 1981~ 1986~
Region 1963 1970 1978 1980 1988 1987 b/

Growth of gross domestioc product

World 5.3 5.2 3.8 3,6 2.8 .1
Developed market economies 5.3 4.6 3.0 3.4 3.3 2.8
North America 4.8 3.0 2.6 343 2.5 3,0
Europe 4.9 4.6 3.0 3,0 1.4 2.6
Other developed countries 8,2 3,6 4. 4,8 3.6 3.1
Centrally planned
egonomies of Europe ¢/ 6.0 7.4 6.2 3.9 3.3 3.4
China ~-2.9 7.2 5.% 6.0 9.4 8.3
Developing countries 6.0 6.3 5.7 4.2 1.8 2.8
North Africa 12,0 10.6 0.0 7.3 a.8 -1.0
Sub-Saharan Africa 3.4 5.0 4.4 1,3 0.9 0.0
Western hemisphere 6.6 5.6 4.7 4,9 0.7 3,0
West Asia 8.7 7.2 9.9 0.5 -0.6 -2.4
South and East Asia 3.8 6.2 6.0 6.3 4.8 5.9
Mediterranean 5.4 5.8 6.8 4.6 2.7 4.1
Growth of gross riomestic produgct per ta
World 3.2 3.1 1.8 1.9 0.7 1,4
Developed market economies 4.0 3.7 2,0 2.6 1.8 2.2
North America 3.2 1,9 1.6 2,3 1.5 2.1
Europe 3.9 4.0 2.3 2,7 1.2 2.4
Other developed countries 6.8 9.1 2.7 3,2 2.5 2.0
Centrally planned
economies of Europe ¢/ 4.6 6.6 5.3 3.0 2.4 2.5
China -5,2 4.5 3.2 4,5 8.1 7.1
Daveloping countries 3.4 3.6 3.1 1.0 -0.5% 0.8
North Africa 4.8 7.6 -2.6 4.3 =0.2 ‘2.0
Sub-Saharan Africa 0.9 1.9 1.6 ~-1.7 ~2.1 -~3,6
Western hemisphere 3.8 2.8 2,2 2.4 =1.7 1.0
West An*. ‘09 3.8 606 "2.9 '3.8 "5.6
South and East Asia 1.4 3.5 3.5 4.0 .6 3.8
Mediterranean 3.4 3.9 4,8 3.0 1.0 2.4

Source Dapartment of International Economic and Social Affairs of the
United Nations SBecretariat,

a/ Average annual rates of growth measured in 1980 prices and exchange
rates: differing country coverage within some regional groupings and a more recent
cut~off date for data revisions may result in small differences between these
figures and those shown in other reports of the Department.

b/  Preliminary and based on incomplete country coverage,

¢/ Net material product,
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petroleum-exporting developing countries, benefiting from the large rise in oil
prices that occurred ’‘n 1979, experienced a largy increase in their export earnings
and increased their imports correspondingly. However, as the demand for oil
declined and the supply increased in response to the higher price, theiz trade
surplus fell sharply. Growth in che least developed countries was especially poor;
per capita income fell in most of them, in particular, in sub-Saharan Africa, which
was also ravaged by drought, pestilance, war and famine.

10. In highly indebted developing countries, falling prices for export
commodities, rising real interest rates, and rapidly growing debt service have ied
to a need for austerity programmes to restore conditions for sustainable growth.
Their initial response was to adjust their international accounts by reducing
domestic demand and curtailing import-intensive investment. In addition, they have
generated large trade surpluses in order to service their foreign debt, even as
their terms of trade declined. A strong dollar made it even more difficult for
them to service dollar-denominated debt. As their capacity to import declinedq,
adjustment costs rose and the real cost of debt repayment increased. Because the
export cost of their debt service became much higher than when the debt was
undertaken, they could meet their repayment obligations only by going further into
debt. Hence, despite a marked slowdown in growth, external debt continued to rise
in the capital-importing developing countries, reaching 53 per cent of gross
domestic product and 230 per cent of export earnings during the period .rom 1985 to
1987,

11, These adjustments worsened the distribution of income and lowered living
standards. In Africa and Latin America, where the setback to economic growth has
been most pronounced, unemployment and underemployment became more severe as firms
and Governments faced declining derand and financial and material shortages.
puring the period from 1983 to 1985, for example, of 15 Latin American countries
that collect such data, 12 recorded urban unemployment rates of between 10 and 19
per cent, Real wages fell as devaluations, wage restraints and inflation in many
countries reduced the purchasing power of the poorest segments of the population,
Of major concern was the increase in real food prices, in particular, in the
countries that rely on food imports.

12, Reflecting the growing numbers of absolute poor and a loss of productive
capacity, it is estimated thet during 1981-1987 per capita income fell at an
average annual rate of 1 per cent in Latin America and 2.5 per cent in sub-Saharan
Africa. In addition to deterlorating external conditions, the Sahel countries were
devastated by several years of drought, with consequent losses of livestock and
arable land, widespread malnutrition and outright ‘amine.

13. In response to the shortfalls in national income and government revenues,
Governments were forced to reduce expenditures. Many reduced them for essential
social services as well as for capital investment. Real per capita spending for
health, education and housing has declined in many countries.

14, Uncertainty about the manner in which unsustainable trends will ultimately be
resolved clouds the prospects for the world economy. Uncertainty prevails as to
how the problem of developing-country debt will be resolved, how the fiscal and
current account imbalances among the developed market economy countries will be
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reduced, whether the international trading environment will become more cr less
protectionist, and what the ' vel and composition of net capitai flows to
developing countries will be. These uncertainties and the prospect of continued
volatility in exchange rates and interest rates discourage investment and retard
economic development.

III. QUANTITATIVE SCENARIOS FOR THE WORLD ECONCMY TO THE YEAR 2000
A. Baseline scepnaric

15, As a starting-point for analysing the prospects for long-term worid economic
development, a baseline scenario has been elaborated. 1Its purpose is to describe
the most likely evolution of the world economy on the assumption of unchanged
government policy stances. Since policies will, in fact, change in response to
events, the baseline scenario is not meant to be a prediction of the future, but
rather a point of departure for the consideration of appropriate policien. Even
under the assumption that no major policy initiatives will be introduced to deal
with the unprecedented economic imbalances that have arisen during the present
decade, significant changes would take place in the allocation, composition and
distribution of world production and incomes. Populations in many of the poorest
developing countries would, however, continue to experience acute poverty with
little prospect for improvement. Later in the present section, and in other
sections, the impacts of alternative policies are erumined. This anaiysis
indicates that substantial improvements in the prospects for world smccnomic growth
could be realized through enhanced international co-uperation and etronger domestic
policies aimed at cvercoming structural obstacles of growth.

16, Consistent with the concept of a "surprise-free'" scenario, the long-term
growth performance in all countries (e.g., iavestment effort, investment
efficiency, interest rates and saving behaviour, oil prices and inflation rates,
employment and productivity trends, changes in the terms of trade, the rate of
growth of world trade) remain largely unchanged from recent and iorecast trends,

As a result, a atate of fundamental disequilibrium continues to describe the course
of world economic activity into the foreseeable future, with large internal and
external deficits and surpluses in most world regions and marked contrasts in the
pace of economic expansion in Aifferent areas of the world. Despite large
imbalances and relatively slow growth, however, sufficient adjustment is assumed to
take place to avoid a major economic downturn or financial crisis. As assessed
under these circumstances, the world economy of the year 2000 presents a picture of
both econumic advance and decline, of structural change and stagnation, and of
rapid improvements in levels of living in some countries and rising numbers of
people living in absolute poverty in others,

17. 1In preparing the baseline scenario, the principal macro-economic variables of
the world economy were projected separately for two subperiods. For the period
from 19086 to 1990, preliminary estimates for 1986 and 1987 and baseline forecasts
for 1988 to 1990 based on Project LINK and Secretariat assessments were used. 2/
Beginning in 1991, world economic growth has been projected using the Global
econometric model of the Secretariat on the basis of the assumptions mentioned
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above. In terms of projected long-term production performance, these assunptions
have been translated country by country into expected magnitudes for investment
effort and investment efficiency, and GDP growth derived as the share of investment
in GDP divided by the incremental capital output ratio. Given the projections for
GDP and estimated behavioural relationships, macro-economic patterns of resource
allocation, trade flows, and output by industrial origin have been derived
separately for each country included in the model and summariszed ~ver region groups.

1. Domestic and fogeign resource mobilisation

18. The share of investment in GDP computed on the basis of national income
accounts is an indicator of the formation of physical capital, such as equipment,
buildings, and other physical infrastructure. A high rate of investment
facilitates technological change, since adding new equipment to the existing stock
or rapidly replacing aging equipment increases the proportion of output produced
with improved technologies. It neglects, however, investment in human resources,
which is a major contributor to total factor productivity.

19. The capacity to invest, in turn, depends upon the ability of countries to
mobilize internal savings and to atiract a net inflow of savings from abroad.
During the period from 1971 to 1985, major changes occurred in investment trends
and their sources of financing.

20, Historical and projected figures relating to real consumption and saving
patterns and levels per capita in different world regions are shown in table 2.
Given the modest growth expected to teake place under the baseline, the percentage
share of government and private final consumption expenditure in the gross product
of the developed market economies is not expected to change; similarly, the share
of gross national saving in their GDP is projected to change little dAurina the next
decade., In contrast, the share of total consumption in the GDP of developing
countries is expected on average to fall slightly, but with sharp differences among
developing country regions. In the high income oil exporters and heavily indebted
countries, on the one hand, where policy makers are constrained from expanding
dorestic demand, the share of consumption is projected to fall noticeably; on the
other hand, in South and South-East Asia, domestic policies are expected to b: more
stimulative in nature, partly in response to a need to correct substantial
surpluses in the current account of their balance of payments. For the highly
indebted countries in the first two regions, the slower growth and reduced
consumption shares projected under the baseline illustrate the real costs of
adjustment to the large real and financial imbalances which have accumulated during
the present decade.

21, Although the adjustment measures already taken in many countries have been
incorporated in the baseline, it is expected that they will yield only limited
results in the near term in changing prevailing macro-economic spending patterns.
One key problem requiring a substantial period of adjustment is the elimination of
the large internal and external imbalances that arose in the late 1970s and early
19808, With improved policy co-ordinotion awong all countries and appropriate
fiscal and monetary policies, however. the baseline projection assumes that
saving-investment imbalances will be progressively reduced over the period to the
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prejected undex o baseline scendric §/
Levels per capita
Government Private Invest~ lInternal Private Gross domestic
Country group consumption consumption Baving ment balance consumption product
4270
World 19,2 39.9 .4 24,) 0.1 1 30% 2171
Developed market 17.7 59.9 23.0 a%,) -2.3 4 522 7 89¢
Centrally planned
economies of Europe b/ 4.0 70.0 26,0 24,9 1.2 1 826 227
Developing countries 10.0 86,7 9.3 18,0 114 442 779
High income oil exporters 5.3 9.0 71.0 4,3 67.3 1 2%9 12 884
Other high income 10,0 4.9 36,7 20.0 16,7 11367 a 798
Middle income 10,0 70.8 16,0 18,5 =2.6 (11] 920
Low income 10,7 72.4 18,7 19.3 =37 191 278
Least developed 12.3 00,8 7.1 14,7 =7,6 F1 ) 2
China b/ 6,0 60,7 33,3 33.4 =0.1 (1] 147
A80
Worid 18,1 61,8 23,6 23,6 0.0 1 622 2 636
Developed market 17.1 61.0 2.4 2.1 =0,4 8 836 $ 563
Centrally planned
economies of Eurcpe b/ 4.7 70.6 14,8 e 0.4 1028 2 887
Developing countries 13,0 9.6 28,7 23,2 1,8 .11 999
High income oil exporters 19,1 6.4 87.8 20,2 37.% ) 576 13 %62
Other high income 13.8 86.6 0.7 2.8 0.2 1 833 3 23y
¥iddle inaome 10,68 66,1 al1.2 24.8 L) 886 1 340
Low ingome 12,1 69,3 18,2 22.2 -4.0 256 369
Leant developed 12.0 9.1 5.4 16,2 -10,8 279 LT
China b/ 8.1 60,6 31,3 .8 =0.5 150 247
1988
Wor 1d 15.4 62,6 1.6 22,6 -0.9 1 70% 2 728
Developed market 17,4 61.3 1.4 32,2 =0,7 6 266 10 228
Centrally planned
economies of Europe b/ 4.9 72.3 22,8 23,6 -0.8 2 109 2 918
Developing countries 14,2 61.7 22,1 22,1 0.0 600 971
High income oil exporters 29.7 41.8 27,6 34,2 =-6,6 1747 9 019
Other high income 14,0 6.5 22,7 22,7 3.9 1 703 3 011
Middle income 11,3 66.0 20,80 19,3 1,5 879 1332
Low inaome 14,4 69.4 15,6 31,6 =-5,8 256 369
Least developed 12.2 83.8 44 16,1 -11,7 a72 328
China b/ 8,7 68,1 3.3 31,0 -9.8 238 348
Average 1990-2000 2000
World 14.5 81.6 23,4 23,6 =0.2 2 126 3 438
Developed market 16,9 60.6 2.1 22,4 =0.3 8 322 13 551
Centrally planned
economies of Burope b/ 4.6 69,9 25,% 23,8 1.7 3 280 4 632
Developing countries 12.9 61.7 23,7 32,8 1.2 764 123
High income oil exporters 18,0 36,8 $0.8 .1 19.6 3 4 8 674
Other high income 13,9 83,6 30,2 3.5 6.7 187% 3 4
Middle income 1.~ 67,3 18,6 20,8 3.2 1 168 1787
Low ingome 12.% 70.9 16,0 21.8 -5,8 k111 498
Least developed 12,0 82.9 5.4 16,9 =11.4 267 32
China b/ 7.3 86,6 36,2 45,4 =-9.2 418 Al

fource: Department of International Egonomic and Bocial Affairs of the United Nations Becretariat.

¢/ Measured in 1980 prices and exchange tates.

b/ Based on data for net material product,
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year 2000. In the developed market economies, this adjustment is largely
accomplished through an expected slowdown in capital formation. In the developing
countries, howi.ver, investment effort is assumed to increase, with the adjustment
process centred on reducing government spending. As the share of government
consumption expenditure is reduced, savings will be releused for productive
investment, with the result that the pace of growth in these countries under the
baseline accelerates slightly as the year 2000 approaches. Nevertheless, the
expected rate of economic growth, in particular, in the low income and least
developed countries, remains slow when compared with its long-term trend.

22. During the period from 1971 to 1980, most groups of developing countries
increased their shares of investment in GDP, but that trend was reversed during the
periocd from 1981 to 1985, In the developed economies, investment shares tended to
fall during the 19708 and, with the exception of North America, did rot recover
during the first half of the 1980s. In the centrally planned economies of Europe,
investment shares first rose, then fell, during the 1970s and fell further during
the period from 1981 to 1985.

23, Among the developing countries, the increases in investment shares before the
19808 were due to increased eyport earnings in the case of oil-exporting countries
and fast-growing exporters of manufactures, and the access to internaticnal capital
markets in the case of many others. In those countries with buoyant export
earnings, domestic savings ratios rose, while they fell in most of the major
borrowing countries. The higher rates of investment during the 1970s were
associated with higher GDP growth rates and considerable structural change. The
abrupt deterioration of the world econoiny in the early 1980s depressed export
earnings and then led to a negative net transfer of financial resources to the
developing countries. Domestic savings ratios first tended to fall but have since
risen in response to the implementation of balance-of-payments adjustment
programmes. The improved savings performance has not, however, led to increased
investment shares, since the savings have been used to service the external debt.

24, In the developed market economies, the decline in investment/GDP ratios was
due to a combination of factors: higher interest rates, fiscal constraints, the
two oil-price shocks, lower GDP growth and profits, and greater uncertainty
generally. In the centrally planned economies of Eastern Europe, lower investment
shares were due to rising consumption shares and balance-of-payments constraints.

25, Falling investment shares were not the only factor affecting economic growth
in the developing countries. Other measures of productivity, such as the
incremental capital output ratio, labour productivity and the net rate of return on
fixed capital, have all tended to worsen.

26. Recent commitments to increasing the resources available to multilateral
development institutions and increasing bilateral official development assistance
suggest that official development finance can be expected to increase at an annual
average rate of 2 to 3 per cent in real terms in the medium term. Private capital
flows, comprising mainly private direct investment but also international bank
lending to countries without debt difficulties and - in the context of concerted
lending - to others, may also continue to grow slowly in real terms. Thus, current
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account deficits as a share of GDP in the developing countries could probably
continue to be financed at present levels.

27. The projected investment shares for the 1990s are based on those observed
during the 1983-1985 period, and consequently reflect the internal and external
financing constraints currertly impeding investment in many countries. In egome
economies, the degree of prospective investment effort has been further adjusted to
reflect likely financing constraints assoclated with debt repayment obligations.

By assw..ing & return to the 1983-1985 average, the baseiine projection incorporates
a somewhat higher investment share than at present, but considerably lower than
those recorded during the 1970s and 1980s. In the case of the developed market
economies, this assumption results in a projected average investment/GDP ratio of
22.4 per cent - slightly higher than the 21,8 per cent registered in the 1981-1985
period but significantly below that recorded during the 1970s (see table 3). Much
ot this projected rise in investment effort may be traced to an upturn in
investment in North America during the economic recovery which began in 1984 and is
expected to continue over the medium and longer term. In many developing country
regions, however, persistent or emerging internal and external constraints are seen
as continuing to impede the pace of their capital formation and reducing its
productivity, especially in the highly indebted countries in Latin America and
Africa. In the centrally planned economies of Eastern Europe and the Soviet Union,
investment shares are expected to stabilise at about 24 per cent of net material
product, following a secular decline in investment effort dating from the late
1970s. Finally, in China, substantial increases in investment outlays are
projected as these countries expand and become more outward-oriented.

/oos



a

-300poad TeTiaIeW A JOF BIWP UC pISed /D

-~orjex jndino-re3itded TeRIUIEIIDUL /q

-saze2 abueudsxd pue sSadTid ggET UT PIINSEIR /e

+38TIP13109S SUOTIBN PIATUQ Y3 JO SIteiyv TeTO0S pue DTWOUODI TPUOTIRUIIIUY FO Juderredad :3dINOS

3°0~ 0°€t | A4 6°L €761 S°S 1°T 9°9 0 L ¥ 9y 000Z~-166T1
paioaloag

L7 0~ 0°¢t £°Z L &791 9°9 z°t 8 L 9y L79¢ 0661-9861
315e253303 pue AJeurwiTaid

81~ 0°E T°1 0°LY 6781 1t T°1 t'e 9t ST0t S861~-T1861

170~ 6°Z 8°Z sTL "1 (A8 4 8°1 2°9 9°g 9°€EE 086T~TL6T
15T 203STH
$133304X3 S3J1A13s pue AJTpowwod Xiewtid /q euty)

10 0°€E 1°¢€ S 9791 0°C Tz 1y S°S L7277 000Z-1661
paioaloag

1°0 0°€ 1°¢ T°s 0°ST 6°0 A4 €€ s"9 s 1z 0661-9861
3se33103 pur KIivuisyI?id

60~ 6°Z 0°z o°8 91 S°0- | a4 8°1 9°¢eTl 6°2¢ SB86T-1I861T

It L 4 97t 1e 8-t ST s T 0°s F A 4 s TT 0861-1L61
vedTI03sTY
SITIJUNOD PICOTIAIP ISeIT sati3unod butrdoyaaag

0°T z°z z e 9°S €781 z°€ L°0 6°€ 19 - ¥4 000Z-1661
paIdalorg

0°0 | A4 £°Z S L £°9T 0°€ 8°0 8°€ z°9 LET 066T-9861
aASe29303 puv KivUTEITI1d

0"z~ L 4 970 S 9T ¥ 61 Lz 80 S°E 8°9 9°eT S86T-186T

(A4 9°Z (4 S°y Lz 30 4 8°0 i's 0°s LSt 086T-TL6T
TeO1303s" B
SITIITN0OD bUTdOT249p PIIGIPUT ATYDTH /3 3doing jo sITwouodd pauueTd XIreraud)d

T°¢ ST - 4 9°s [Ad 74 1 9°0 Lre [ A :] €7 000Z-1661
pa3daloia

1°¢ L2 ¢ [ 4 9y y-zz 8T Lo rz 676 [ 3 % 4 0661-98¢€ 1
15223103 pue AIvuTEI 3xd

L1 6°T %'t 0°L 8°€eZ I L0 T°Z £°0T L 1T SB861-1851

- 2 4 [ 4 0°L L€ L1792 £°T 60 7t 9 L 6°ET 086 T-TL T
T®IOT3I03SIR
sam3jdejnuew Jo siliodxe zoley SITEOUCDD 319XIWE pIdoTa.19q

€T L 4 L€ s°9 0°¥Z 8°1 S T t°€ T°L €T 000Z-1661
padafoay

o1~ 9z [ 20 6°0Z °st z°1 9”1 [0 4 Z°8 0°¢ 0661-9861
ISEII10] pue KIvuymITaxZ

LA A Lz S 0 1°€s ST Lo 91 €°2 8°6 612 SB861-1861

T 0°€ Ty oy 8-0z 61 8T L°€ "o 9 €T 0861-TLE6T
TeS1303STH
SITI3un00 bary rodxawnato1yad ButdoTaAad PrIom
virdeo 13d uwotrjerndod & /4 w01 Izeqs eytdes 3ad  voraeyndod a® /q ol azegs potiag

Jao jo Jo ajyex JO ‘3 JTOITdET ICIWISIAUY aas 3o 3o ajex 3O ez ITOITAEY JUIWISIAUT
Iler @IRoxy qInoI9 qIROT Ibe3day V1 YAROID IO I YIRO I Ibe19ay
(abeuaoiag)

A/743/7884
English
Page M2

/% OTIeua0s IUI[aseq © JIpun PI3oalo3d puw TeSTIOISIY :YIROID OTWOUCDD PIJON DUR SpuUasl JUMISIAUT g ITqel

/oan




A/743/554
English
Page 23

2. Capital efficiency

28, In the turbulence of the 1980s, when output in many economies in some years
has actually fallen in spite c¢f continued investment, it is Aaifficult to assess the
contribution of investment to growth. It is ciear, however, that all cases of
rapid arowth have been associnted with high rates of capital formation, and also
that setbacks in output ex pogt, as compared to the expectation when investments
were made, have been linked to such factors as unexpected worsenling of
international market conditions and mismanagement of resources,

29, The assumption made in the baseline scenario is that the efficiency of capital
in most countries will improve from the historically low levels registered during
the early 1980s, but will none the less remain below those observed during the
decade of the 1970s. Thus, for the developed market economies, it is assumed that
about $8 of investment must be undertaken to increase the productive capacity of
these economies by $1 in the 1990s, as compared to an average of $7.60 in the 1970s
and over $10 during the first half of the 1980s, Capitnl efficiency is expected to
be higher in the case of the developing countries, with oniy $5.50 of investment
expenditure required on average to increase productive capacity by $1 in the 1990s,
but with significant variations in expected performance among individual

countries,

30, Under these assumptions, debt indicators, such as the ratio of debt service to
exports and of debt to GDP, would slowly improve in the case of developing
countries. Major imbalances among the major industrialized countries would also
continue to improve. GDP growth, however, would be modest and, in many developing
countries, it would not permit increases in per capita income,
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3. Herld GDP growth

31, World economic growth is expected to be significantly below ita longer-term
trend but higher than recent experience., During the 1970s, aggregate gross world
product rose at an annual rate of 3.7 per cent, with the increase output in the
developing countries exceeding 5 per cent each year on average. The world-wide
recession of the early 1980s saw a marked decline in economic growth in all major
world regions, with the rate of expansion in the developing countries falling
precipitously to less than 2 per cent a year on average from 19381 to 1985. A
continuing recovery in world ~_onomic growth has been forecast for the period until
1990, but it is expected to be very uneven, with absolute declines in GDP

per capita for many African developing countries and only small increases in
developing countries in the Western hemisphere. 3/

32, For the developed market economies, following an expected recovery to an
average rate of growth of 2.4 per cent a year in the late 1980s, the baseline
projection is a growth rate of 2.7 per cent on average during the decade of the
19903, 4/ while the centrally planned economies of Europe would recover to a rate
of 3.9 per cent annually over the same period. On a per caspita basis, both of
these figures imply steady improvements in average living standards. In the
developing countries, the average growth rate of gross domestic product would be
only 4.1 per cent a year, Although this represents considerable improvement over
recent trends, it remains considerably less than the 5.1 per cent annual expansion
achieved from 1971 to 1980, and, given the marked diversity of expected performance
in different developing country regions, it implies negligible growth or absolute
declines in per person output levels in most of the heavily indebted and least
developed countries (see table 4).

33, The per capita income per capita of the developing countries, in 1980 United
States dollars, is expected to increase from $971 in 1985 to $1,233 in the

year 2000, under the baseline scenario. However, differences among country groups
are large and will increase. The average per capita income of the developing
countries in the western hemisphere is projected to be $2,362 in the year 2000,
whereas the average for 49 countries in Africa is expected to be cnly $697. Within
Africa, average per capiila income is projected to range from under $100 to over
$4,000 in the year 2000; in many countries it will be lower than in ths mid-1980s.
The least developed countries are projected to exhibit no change in average

per capita income by the year 2000, remaining with the 1985 figures of $325.
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4., World distribution of income

34. Although the process of world development extends heyond rapid economic growth
and structural transformation in the developing countries, swift progress in
raising their labour productivity and per capita income levels is an essential
prerequisite for their full economic and social development. As is well known, the
alleviation of poverty, greater employment opportunities, good nutrition and health
and better living conditions, all contribute to increasing the level of
productivity of the labour force., Furthermore, many aspects of the income
distribution process, such as the allocation of world income over countries, the
proportion of income received by different income groups within any one national
economy, and the division of income among factors of production, are affected by
changing production technologies and changes in final expenditure patterns and the
pattern of trade,

35, As can be sean in table 5 the extent of inequality, whether measured as output
produced per economically active person engaged in production or as output per
person in the population, has worsened historically and is likely to become
significantly more unequal under the assumptions of the baseline scenario.

Meagsured in constant 1980 prices and exchange rates, income ratios betwean the
developed and developing areas of the world have worsened significantly during the
last 15 years and under baseline conditions may be expected to continue to do so.
The relative income gap between the developed market economies and the developing
countries, which was 10 to 1 in 1970, became 10.9 to 1 by 1985 and may be expected
to exceed 11 to 1 by the year 2000, A similar increase in the Aifference in
relative income between the developed market economies and developing countries
occurs when measured for all main income groups of developing countries. The
deterioration in the relative incomes of the least developed countries, both
historically and projected, is particularly marked, reflecting not only differences
between the poorest and richest areas of the world, but also the widening
disparities between the richer and poorer groups ol developing countries.

36. The reason for the increased ineguality in the global distribution of income
lies, of course, in the differences in growth rates per person among the different
regions of the world, In spite of the fact that over the last 25 years GDP growth
in the developing countries has exceeded that of the developed market economies,
the relative per capitz income gap - not to mention the absolute gap measured in
dollar terms - between the two groups has widened. 1Indeed, the difference in
relative incomes between some of the more rapidiy growing groups of developing
countries and the developed market economies improved somewhat in terms of their
productivity and income levels, but the difference in relative income between the
poorer developing countries and all other groups increased over the last two
decades. Hence, not only is the absolute level of productivity and income lower in
the least developed and low-income countries, but it tends to increase at a slower
pace over time, further increasing the inequality in the distribution of world
income.

37. Even those averages do not fully reflect the widespread incidence of poverty.
Using estimates of the size distribution of income in countries accounting for

83 per cent of the population of the developing countries, over 1 billion people
would have per capita income less than $300 per yea: (in 1980 dollars) by the year
2000 (see table 6). In 1985, this income group represented about one quarte:r of
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Table 5, Absolute and relative
1970-2000 a/
Gross domestic Gross domestic
Country product per Relative product Relative
group active person productivity b/ per capita per capita b/
veloped mat¥
Historical for 1970 17 163 1 7 439 1l
1988 21 7%4 1 10 024 1
Fotecasted for 1990 23 8% 1 10 938 1
Projected for 2000 29 006 1 13 429 1
Developing countries
Historical for 1970 1 988 8.6 746 10.0
1988 2 48] 8.8 919 10,9
Forecasted for 1990 2 %80 9.1 960 11.4
Projected for 2000 3 080 9.4 1167 11.%
Major petroleum exportin
Historical for 1970 51 924 0.3 14 420 0.5
19685 29 323 0.7 8 %92 1.2
Forecasted for 1990 33 854 1.0 6 987 1.6
Projected for 2000 27 900 1.0 8 048 1,7
Other petroleum exporting
Historical for 1970 3 23 5.9 1127 6.6
1985 3 458 6.3 1190 8.4
Forecasted for 19%0 3 24 7.3 1 128 9.7
Projected for 2000 3 821 8.2 1 281 10.7
Major manufacturing
exporters
Historical for 1970 1134 15.1 444 16,8
1985 1 967 11.1 762 13,2
Forecasted for 1990 2 322 10.1 908 12,0
Projocted for 2000 3 102 9.4 1247 10.8
Other manufacturing
oriented
Historical for 1970 3 39 5.1 1186 6.3
1985 3 990 5.8 1 441 7.0
Forecasted foir 1990 4 072 5.8 1 493 7.3
Projected for 2000 4 633 6.3 11773 7.6
Leant developed
Historical for 1970 %523 32.8 213 34.6
1985 573 38.0 217 46,2
Forecasted for 1990 586 40.2 219 49.9
Projected for 2000 609 47,6 225% 59.7
Primary commodity
and services exporters
Historical for 1970 1 947 8.8 778 9.6
1988 1 961 1.1 739 13.6
Forecasted for 1990 1 908% 12,4 703 15,6
Projected for 2000 1828 15,9 656 20,9

Source: Department of International Economic and Social Affairs of the Unjited
Nations Becretariat.,

8/ Measured in 1580 United States dollare per person and percentage ratio to
average for developed market economies.

b/ Level in developed market cconomies as a multiple of corresponding level in

groups of developing countries. p
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Table 6. Number of people with per capita income below £300 a/
in 1985, 1990 and 2000, baseline scenario
19858 b/ 1990 2000
Number  Percentage Number Percentage Number Percentage
Region (millions) of sample (millions) of sample (millions) of sample
Western
hemisphere 3l 8.5 38 9.3 38 7.6
Africa 176 44.0 211 45.3 23 44.6
Asia 834 60.0 879 56.0 776 42.8
Total 1 041 48.3 1 128 47.0 1 096 37.3

Source: Department of International Economic and Social Affairs of the
United Nations Secretariat.

a/ Constant 1980 United States dollars.

b/ Basad on the sample populations outlined below:

Total

population Sample as

Number of Sample size, 1985 1985 percentage

Region countries —{(millions) (millions) of total

Western

hemisphere 17 365.6 436.8 83.7
Africa 22 399.2 522.5 76.4
Asia 17 1 436.3 i 701.0 84.4

Total 56 2 201.1 2 660.3 82.7
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the world's population and in the year 2000 would still be about one tifth,
Furthermore, all the improvement comes from the Asian countries, where the trend
growth rates of GDP are quite high., For Africa aund the western hemisphere, the
number of people in this category is actually projected to increase.

5. World trade and external balances

38. The outlook for international trade during the decade of the 1990s, as
assessed under the baseline, is less favourable than in any decade since the Second
World War. While some degree of policy co-ordination is expected to take place
among the major industrial countries, the baseline scenario assumes that a
orincipal concern is to make their economies less vulnerable to competition from
sbroad. Similarly, in developing countries, strong measures are assumed to be
taken to deal with a heavy debt burden leading to greater efforts to increase
exports in some cases, But less favourable external environments may cause other
countries to seek to limit imports by adopting more inward-orienting growth
strategies over time. Under baseline scenario assumptions, therefore, world trade
would grow at slightly less than 4 per cent, a modest figure by historical
standards. An exception to this general picture is the likely increase of trade in
energy products, for reasons explained in section IV,

39. With regard to imports in the developed market economies, competition from
abroad is seen as a potential source of income loss and labour displacement, as
well as a main cause of imbalance in the external accounts. Consequently, the
thrust of domestic policy in some countries is to limit import absorption and, in
others, to rely on domestic demand rather than exports as the main source of
growth., For this reason, the projected expansion of trade for these countries
under the baseline implies a significant reduction in the elasticity of exports and
imports with respect to the projected growth in their domestic economic activity
(see table 7). 1In developing countries, efforts are initially directed at
restoring external balance by limiting the growth of import demand while attempting
to ensure that exports increase faster than imports, 5/ but a more rapid pace of
import absorption by most groups of developing countries is foreseen in the latter
1990s. Under these assumptions, external deficits in both groups of countries are
reduced over the course of the 1990s as balaace-of-payments positions slowly
improve. However, economic growth and welfare enhancement stemming from
specialigation in production and diversification in corsumption remain less than
they would be under a set of more expansive policies. Moreover, these policies may
be expect?d to contribute to a slower pace of capital formation, and peirsistently
low prices for primary commodities. 6/

40, With regard to exports, slower growth in world import demand necessarily
implies dampened export possibilities. Despite the weak outlook for trade, the
baseline scenario assumes that world exports will continue to increase at a more
rapid rate than GDP, Considerable changes are envisioned, however, in the source
of world exports, with a relative slowdown in the rate of increase of exports from
the developed market economies and a relative increase in that of the developing
countries. These projections may, however, underestimate the growth of trade in
Western Europe arising from the decision to create a unified internal market by
1992, In part, this shift is caused by an adjustment designed to ease the debt

/OIO
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4
Table 7. Growth of world import demand and export possibilities:
h 1 and d r abas e_acenario a/
A (] £ growth Aver n rate of growth
G:oms Groas
domestic domestic
Period Exports Imports product Exports  Imports product
Worls Petroleum-exporting countries
Historical
1971-1980 5.8 6.0 3.7 1.2 16.2 4.9
1901-1905 3.‘ 3.’ 2.3 ".0 —0.3 0-5
Preliminacy
and forecast
1986-1990 4.0 3.9 2,0 3.5 2.1 1.3
Projected
1991-2000 3,9 3.8 3.3 4.0 4.6 3.7
Developed market economies Major exporters of manufagtures
Historical
1971-1980 6.0 4.8 3,2 10.3 8,9 7.0
1981-1985% 3.8 4,1 2.1 7.1 2.7 3.8
Preliminary
and forecast
1986-1990 3.9 3.7 2.4 5,1 5.6 4.9
Projected
1991-2000 .9 3,2 2,7 4.7 5.2 4.8
Centrall lanned economies
of Europe b/ Highly-indebted countries
Historical
1971-1980 7.8 8.2 5.1 2,1 7.9 4.9
1981-198% 6.6 7.8 3,8 1.9 -9.9 0.2
Preliminary
and forecast
1986-1990 4.2 4.7 3,8 3.4 2.8 2.2
Projected
1991-2000 4.3 4.8 3.9 3.5 4.1 3.2
Developing countries Least developed countries
Historical
1971-1980 3.% 10.2 5.2 1.7 5.1 3.6
1981~1985% 0.9 0.% 1.8 9.6 7.9 2.0
Preliminary
and forecast
1986-1990 4.2 4.1 3.3 3.3 4,0 3.1
Projected
1991-2000 4.1 4.8 4.1 3.4 3.t 3.1
Primary commodity and services
China b/ exporters
Historical
1971-1980 15.4 17.49 6.0 1.3 3.4 2.8
1981-1985% 22.2 an.s 8.3 1.9 -2.0 1.2
Preliminary
and forecast
1986-1990 5.1 8.8 7.8 3.0 2.6 2.3
Projected
1991-2000 5,2 7.4 6.6 3.0 2,7 2.4

Source: Department of International Economic and SBocial Affairs of the United
Nations Secretariat.

a/ Average annual rates of growth and percentage shares in qross domestic product
measured in 1980 prices und exchange rates.

b/  Based on net material product,
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burden of heavily indebted developing countries. In part, it is also in
recognition of the fact that the extraordinary pace of export growth of the group
of major developing country exporters of manufactures cannot be sustained at past
rates over the long time period reviewed here.

41, External and internal balances shown in tables 2 and 8 have been measured in
constant 1980 prices, and consequently do not take into account large-scale changes
that have occurred in relative prices before and after that year. Were these
balances to be measured in ncminal terms, their magnitude and perhaps even their
sign would be different; indeed, real external balances shown in table 8 for 1985
for some groups of developing countries, notably, the highly indebted countries,
differ significantly from the nominal balance computed at current relative prices.
When the projections of world trade were being prepared it was assumed that there
would be no further changes in the terms of trade - that is, future movementse in
export prices would be the same as import prices. Under these circumstances,
movements in the real balances projected here would be indicative of the direction
and movement in nominal balances that might prevail under the baseline.
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Tahle 8. Degree of world trade orientation and external bhalancest:
historical and projected undnr a baseline scenario a/
Parcentage share in GDP Percentage share in ' /P
External .cernr.
Year Exports Imports balance Exports Imports halance
wWorld Petroleum-exporting countries
Historical
1970 17.6 17.0 0.1 49.9 9.6 33.9
1985 22,3 22,9 -0.9 27.1 24,3 0.4
Preliminary and forecast
1990 23,3 23,3 -0.4 40,7 23,2 15,7
Projucted
2000 24.8 24.4 -0.,1 41.7 25.5 14,5
Developed market economies Major exporters of manufactures
Hiatorical
1970 15.3 17.8 -2,3 15.5 20,5 -5.3
1985 22,0 22.9 ~0.7 25.3 24.2 0.4
Preliminary and forecast
1990 23,1 23.9 -1.0 25.1 26.8 -2.7
Projected
2000 25,6 25,0 0.3 24.6 27.7 -4,1
Centrally planned economies
of Europe b/ Highly-indebted countries
Historical
1970 14.7 13,5 1.2 18.6 12.1 3.1
1985 20.3 21.1 -0.8 16.6 10.9 3.3
Preliminary and forecast
1990 20.4 18,7 1.7 18.6 13.8 2.1
Projected
2000 21.2 19.8 1.4 19.1 15,0 1.4
Developing countries Le st developed countries
Historical
1970 3l.4 16.1 11.3 13.3 20.8 -7.6
1985 25.7 23.8 0.0 16.6 28,7 -11,7
Preliminary and forecast
1990 28,8 25,1 2,0 14.4 25,7 -1:1.0
Projected
2000 28,7 26.8 0.4 14.8 27.3 -12.0
Primary commodity and services
China b/ exporters
Historical
1970 2.9 3.0 -0,1 37.5 35.6 -1.3
1985 14.3 24.1 -9.8 33.6 3l.1 ~1.0
Preliminary and forecast
1990 7.7 14.2 -6.6 9.3 33,7 +1.3
Projected
2000 6.8 16.4 -9.6 42.0 34.7 3.1

Source: Department of International Economic and Social Atfairs ot the United Nations
Secretariat,

a/ Percentaye shares in gross domestic product measured in 1980 prices and exchanye
rates,

b/ Based on net material product,
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B. Alternative scenarios

42, Some of the premises of the baseline scenario may be modified by policy
changes. These may be yrouped into three different categories:

(a) Accelerated structural change in the developed market economies may ensue
from the widespread concern with productivity including more efficient use of
energy, from the effort to create a European internal market by 1992, and from the
implementation of the agreement for free trade between the United States and
Canada. This might be estimated to raise GDP growth rates by one half of a
percentage point or somewhat more;

(b) 1Improved co-ordination of macro-economic policies among major developed
market economies could result in lower world real interest rates, and new
arrangements for the channelling of surplus savings towards developing countries
could substantially enhance the import and investment capacity of developing
countries. The lowering of protectionist barriers against new and competitive
producers would also be an essential boost to growth in the world economy)

(c) Developing countries have a large agenda for improvement of their own
economic performance and also have much to gain from reducing trade barriers among
themselves.

43, When those things are taken into account, the baseline scenario of 4 per cent
GDP growth for the developing countries for the rest of the century can be
modified. In the more favourable circumstances, the baseline scenario, which holds
out little hope for the most disadvantaged parts of the world economy, could be
modified quite substantially. Instead of a rate of growth of GDP for developing
countries of 4 per cent, one might count on as much as 5 to 6 per cent, which would
be enough to make a significant dent in world poverty.

44, In the 1980s, the growth of the world economy has been too uneven. The gaps
between rich and poor countries have on the whole deepened, and the prospects for
the 1990s seem to be balanced on a knife's edge. Present trends point to the
worsening of absolute and relative disparities, but relatively minor changes in
policies throughout the world could produce significant improvement.

45. In analysing the sensitivity of the baseline scenario to changes in policy
arsumptions, the Secretariat made use of three global models: global econometric
model (GEM) 7/ and systems for interlinked global modelling and analysis

(SIGMA), 8/ developed and maintained by the Department of International Economic
and Social Affairs and the United Nations Conference on Trade and Development
(UNCTAD), respectively, and future of global interdependence (FUGI), 9/ developed
and maintained by Professor Akira Onishi and associates at Soka University, Japan.

46. These models differ significantly, inter alia, in terms of the numbers of
regions or countries identified separately, the types of production functions used,
the level of gectoral detail, the extent to which money, prices and exchange rates
are incorporated and the level of detail included on external transactions. None
the less, much of the economic logic underlying the models' specifications is
similar, especially in the modelling of the developing countries. Production in
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developing countries is heavily dependent on fixed capital formation, but may also
depend on labour force (SIGMA, FUGI), import of intermediate goods (SIGMA), or
cumulative government expenditures on education (FUGI). Each model incorporates
import capacity as a constraining influence in one form or another: directly in
the aggregate full-capacity production function (SIGMA), in the investment equation
(FUGI), or indirectly, as a determinant of the trade gap (GEM). Ultimately, import
capacity depends upon real exports, the commodity terms of trade, and the
composition and terms of capital flows (FUGI, SIGMA). In all three modelling
systems, the exports of developing countries are determined by the import
elasticities and GDP growth rates of partner countries (dominated by developed
market economies), based on shares computed from trade matrices.

47. As this sketchy description implies, several different types of policy
simulations can be implemented with any of these models. However, the degree of
sophistication of the proxies for policy instruments varies quite considerably
among models, as does the strength of the transmission effects from one country or
group of countries to others.

48, None the less, as table 9 shows, esxperiments with these three models produced
results suggesting a significant impact on GDP growth in developing countries of
feasible improvements in policies for international economic co-operation, but only
if several of them were to be implemented simultaneocusly.

49, 1In scenario A, the efficiency of capital in developing countries, as measured
by the incremental capital/output ratio was reduced by 10 per cent. This was
accomplished in the GEM model by changing only the incremental capital-output
ratios in developing countries which exhibited values greater than the world median
of 4,5, The effect on GDP shown in the table may, however, be overstated, since
higher GDP growth would normally lead to higher imports requiring either greater
exports or larger capital inflows.

S0, In scenario B, it was assumed that growth in the developed market economies
could be accelerated by 0.5 per cent per year (i.e., from 2.7 per cent per annum in
the baseline to 3.2 per cent). This tuceleration might be brought about by greater
policy co-ordination, leading to more emphasis on expanding demand in surplus
developed market economies, rather than by demand c ntraction in deficit countries,
by greater efficiency in energy use, or by h'gher investment rates in response to
further trade liberalization within the European Economic Community (EEC), the
trade agreement between the United States of America and Canalda, or in the context
of the Uruguay round of the General Agreement on Tariffs and Trade (GATT). Its
impact on developing countries would come about by increased import demand on the
assumption of no loss in developing country shares in the imports of developed
market economies.

51. In scenario C, further improvement in the trade shares of developing countries
is acsumed to allow their exports to increase by about 0.5 per cent more per year
than would otherwise be the case (GEM) or by increasing trade shares in the imports
of purchaser countrier by 1 per cent (SIGMA) or by a 5 per cent reduction of tariff
on manufacturing goods (FUGI), The scenario also asiumes no deterioration in the
terms of trade and should ther«-fore be assumed to take place mainly in manufactured
exports.,
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Table 9. Additional average annual growth in the GDP of
developing countries associated with different
policy initiatives, 1990-2000
System for
Global interlinked Future of
econometric global modelling global

Scenarios model and analysis interdegpendence
A, Improved capital

efficiency in

developing, countries 0.6
B. Accelerated growth

in developed market

economies 0.4 0.3
C. Increased trade shares

of developing countries 0.3 0.4 0.3
D, Improved savings

performance in

developing countries 0.3
E.1 Increased official

development assistance

ODA (selected donors) 0.5

E.2 Increased ODA
(all donors) 0.3

E.3 Increased ODA and
other financial
flows 0.4

F. Reduced interest rates 0.1

52, Scenario D asiumes a 10 per cent increase of investment by developing
countries through increased mobilization of their domestic saving.

53. Scenarios E.1, E.2 and E.3 are each concerned with increasing capital flows.
The first includes an incroase of capital flows from Japan by $30 billion, one half
of which would be on highly concessional terms (ODA) and the other half on
commercial terms, full funding of the World Bank's recently agreed capital increase
leading to an additional $75 billion of lending, an increase of $6 billion in the
structural adjustment facility of the International Monetary Fund (IMF) and a
doubling of its compensatory finance facility. Scenario E.2 is less explicit; but
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involves somswhat larger flows by assuring a doubling of ODA to 0.70 per cent of
the GDP of the developed market economies. The third scenarin, E.3, assumes still
greater capital flows, or the equivalent in debt relief, such that total capital
flows from developed countries would reach about 1 per cent of their own GDP.

54. Scenario F shows the effect of a 2 per cent point reduction in international
interest rates, as represented by the London inter-bank offer rate. The impact on
the GDP growth of developing countries in the aggregate is small because the effect
of lower interest rates would be felt primarily by those developing countries with
large debts contracted at floating interest rates. For those countries, the effect
would be to increase GDP growth by about 0.3 per cent per year., This still
underestimates tha effect of lower interest rates, since the impact is assumed by
the nature of the model used o be confined to the debt service on the external
debt of developing countries. Lower real interest rates could, of course, be
expected to accelerate growth in all regions of the world, beginning with the
developed market economies, and would probably be a necessary ingredient in the
acceleration of GDP growth in the developed market economies (scentrio B).

55. Finally, although not simulated in the models described, an improvement in
energy efficiency in developing countries, along the lines described in section V
below, would be an important means of accomplishing part of the increase in the
efficiency of investment simulated in scenario A and part of the reduced trade
deficit (through a reduction in the import coefficient), which would be the
counterpart of the improved saving performance simulated in scenario D.

IV, DEMOGRAPHIC AND LABOUR FORCE TRENDS AND ISSUES

56, Demographic trends are fairly predictable and provide a good basis for tha
analysis of structural change and the associated policy issues of the next deczde.
Against a background of generally slower population growth, which will result in a
world population of 6 billion just before the turn of the century, there will be
considerable regional diversity. The fastest growth (an annual rate of 3 per cent)
will occur in Africa, where the task of economic recovery and restoration of
self-sustained growth will be particularly difficult. There will, however, be less
dispersion in labour force growth rates in the developing world, which will average
2.5 to 3 per cent. In contrast, labour force growth rates in developed countries
will be less than 1 per cent. Employment is likely to grow more slowly than the
labour force in most countries, and unemployment will be a concern f>. al) arouups
of countries.

57. For the world as a whole, the dependency ratio is expected to fall, but this
is the result of opposing trends in major world regions., In the developing
countries, the total dependency ratio is expected to fall as fertility declines,
whereas in the developed countries it is expected to rise, mainly as a rerult of
the increase in the elderly population, which will raise the level of the real and
financial resources needed for their care.

58, Urban population will continue to grow faster than rural population in all
world reglons, due principally to rural-urban migration, and the number and size of
"megacities" is expected to increase rapidly in developlng countries.
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59, Finally, the pressure for international migration is expected to accelerate in
the 1990s as income differentials increase and the cost of transportation declines
relative to incomes.

A. Population trends and structure
1. New growth tranda

60. The world's population surpassed 5 billion in the middle of 1987 and is
projected to grow to 8 billion just before the turn of the century. In the
previous 13 years, it grew from 4 to 5 billion. The quarter century from 1975 to
2000 will have witnessed the greatest absolute expansion of the global population
in such a short time. The annual rate of population growth fell tc 1.7 per ceat in
the period from 1980 to 1985, from the peak rate of 2.0 per cent in the period from
1965 to 1970, and is expected to continue to decline slowly in the futu:e,

However, a significant decline in the size of the net annual increments to the
world total will be seen only in the next century. 10/

61. In the 1960s, there was a clear dichotomy between rapid growth of populations
in the developing regions (the average annual rate was about 2.5 per cent) and slow
growth in the developed countries (the average annual rate was 1.1 per cent), and
little diversity among the major developing regions, ranging from 2.4 per cent in
Asia (exclud'ng Japan) to 2.7 per cent in Latin America (see table 10). Since the
19608, however, the rates of population incroase have become more diverse among
developing regions and their constituent countries and the divergence is expected
to increase in the 1990s. Population growth in Africa began to accelerate in the
19508 and continued to do s. through the 1980s, while in other major developing
regions it hegan to decelerate in the 1970s. The drop in the growth rate was
particularly notable in the Asian plsnned economies (especially China); the drop is
expected to continue in the 1990s, reaching a level 50 per cent below that of the
1960s. Present.y projected population growth rates tor the 1990s are about

3 per cent in Africa and West Asia, 2 per cent in Latin America, 1.7 per cent in
the developing countries of South and East Asia, and 1.2 per cent in the Asian
planned economies. 11/ The growth rate in the developed countries as a whole has
fallen to 0.7 ner cent in the 1980s and is projected to be only 0.56 per cent in
the 1990s (0.8 per cent or less in North America and Eastern Europe and 0.3 to

0.5 per cent in the European market economies and Japan). There differential
growth rates will result in quite different age structures and this, in turn, will
affect many aspects of development.

62. The shift in the regional shares of global population is domineted by the
growth of developing Africa and West Asia. Their combined share, which was

10 per cent in 1960 and 12 per cent in 1980, is projected to reach 16 per cent in
2000, 1In contrast, the proportion of world population accounted for by the
developed countries declined from 31.4 per cent in 1960 to 25.8 per cent in 1980,
and is projected to be only 21.3 per cent in 2000 (see table 11).
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Tables 10. Total population, in milliona, and annual
growth rates. 1960-2000
(Percentage)
1960- 1970- 1980- 1990-

Country groups 1960 1970 1970 1980 1080 1990 1990 2000 2000
Developing
countries
North Africa 54 2,53 69 2.54 89 2.60 115 2.17 142
Sub-Saharan

Africa 208 2,60 268 3.02 361 3.15 493 3.29 681
South ard Zast

Asia 796 2.40 1 009 2.27 1 263 2.01 1 541 1.70 1 823
West Asia 46 3.23 63 13.36 87 3.26 121 2.92 161
Mediterranean 47 1.92 57 1.82 68 1.62 80 1.43 92
Western hemisphere 216 2.72 282 2.46 360 2.25 450 1.94 545
Subtotal,
developing
countries 1 366 2,50 1 748 2.46 2 228 2.30 2 798 2.10 3 444
China and

Asian planned

economies 704 2.36 889 1.88 1 070 1.28 1215 1,18 1 367
Developed market

economies 634 1,07 705 0.87 768 0.60 816 0.56 863
Centrally planned

economies of

Europe Kp K] 1.05 347 0.85 378 0.83 410 0.69 439
World total,

150 countries 3 015 2.04 3 689 1.88 4 444 1.66 5 239 1.55 6 114
Least developed

countries 200 2.41 253 2.56 326 2.72 426 2.68 555

Source: Department of International Economic and Social Affairs of the United
Based on country data in

World Population Prospects -
Estimates and Projections as Assessed in 1984, United Nations publication, Sales

Nations Secreturiat.

No. E.86.XIII1.3,

variant" projection for each country.

The projections for 1990 and 2000 are based on the "medium
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Table 11. Population as percentige of world total, 1960-2000

Country groups 1960 1970 1080 1990 2000
Developing countries
North Afriocs 1.8 1.9 2.0 2.2 2.3
Sub-Saharan Africa 6.9 7.3 8.1 9.4 11.1
South and East Asia 26.4 27.4 28.4 29.4 29.8
West Asia 1.5 1.7 2.0 2.3 2.6
Mediterranean 1.6 1,8 1.5 1.8 1.8
Western hemisphere 1.2 1.6 .1 8.6 .9
Subtotal, developing
countries 45,3 47.4 50.1 B53.4 56.3
China and Asian

planned economies 233 4.1 24.1 2.2 22.4
Developed market

economies 21,0 10.1 17.3 15.6 4.1
Centrally plenned

economies of Europe -20.4 —2.4 —f.8 —1.8 —lad
World total,

150 countries a/ 100.0 100.0 100.0 100.0 100.0
Least developed

countries 6.6 6.9 7.3 8.1 9.1

Sourcet Department of International Economic and Social Affairs of the United
Nations Secretariat, based on table 10.

a/ Totals may not add to 100 per cent because of rounding.

63, In the least developed countries, 12/ population growth has accelerated, from
an average rate of 2.4 per cent in the 1960s to 2.7 per cent in the 1980s, compared
with a deceleration in the developing countries as a whole, from 2.5 per cent in
the 1960s to 2.3 per cent in the 1980s, and a dramatic drop in the Asian planned
economies (especially China), from 2.4 per cent to 1.3 per cent. The difference is
expected to be even greater in the 1990s - 2.7 per cent in the least developed
countries versus 2.1 per cent in the developing countries as a whole, and only

1.2 per cent in China and the Asian planned economies.

/..l
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2. Mortality and life ezyectancy

64. Population growth rates are affected by trends in mortality and fertility.
Mortality has declined in most countries during recent decades, but unevenly.
Though it remains high in most devealoping countries, the mortality rate has
declined very rapidly in some and has reached levels as low, or nearly as low, as
those in developed countries. In the past decade, there have been decreases in
infant mortality rates in nearly 150 countries, but more than one quarter,
representing 29 per cent of world population, still have rates above 10 per

1,000 live birthe. Between 1985 and 1990, the average in the least deve oped
countries is estimated at 124 per 1,000, and in Africa as a whole, it is 101, while
the average in the developed countries is about 14 (18 including South Africa).

65. Mortality levels and trends are influenced by many social, aconomic and
cultural factors, including policies and programmes outside the health sector.
Economic development is usually associated with mortality decline, since improved
economic conditions imply higher living standards and increased financial resources
for health services. But low mortality levels have also been achisved in some poor
societies where Governments are committed to reducing mortality; China, Costa Rica,
Cuba, Sri Lanka and the state of Kerala in India are well-known examples.

66. In developing countries, deaths of young children constitute a large ahare of
all deaths, and children are considered the major target in efforts to reduce
overall mortality. The factors having the greatest effect on the mortality of
children are those related to parental education, especially that of mothers.
Analysis of data from the World Fertility Surveys show that infant and child
mortality generally decreases as the average number of years of education of the
mother increases. 13/ Survey results suggest that the impact of parental education
may be greater than that of income-related factors and access to health facilities
combined. 14/

67. One of che most important findings from the World Fertility Surveys concerns
the exceptionally high mortality rates among children born after a short birth
interval. 15/ This suggests that family planning programmes aimed at spacing
births and avoiding high-risk pregnancies could help to reduce infant, child and
also maternal mortality. Other interventions that can lower mortality in
developing countries include efforts to improve the nutritional level of the
population, immunization programmes and other health measures, some of which are
discussed in section VI below,

68. The mortality assumptions underlying the population projections shown in

table 10 are given in the form of life expectancy at birth, and age and sex
patterns of survival probabilities., In general, mortality trends followed the
assumption of a quinquennial gain of 2.5 years in the sxpectation of life at birth
until life expectancy reaches 62.5 years, followed by a slow-down in the gain
thereafter., However, for some developing countries for which recent evidence has
indicated a retardation or an acceleration in the improvement of mortality levels,
the assumed future quinguennial gains were adjusted accordingly. For example, the
anticipated quinquennial gain in life expectancy was lowered from 2.5 years to two
years or less for some sub-Saharan African countries. For those countries in which

/llc
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life expe~tancy at kirth has already reached a high level, the muximum level of
expectancy at birth was assumed to be 75 years for males and 82.5 years for
females., 16/

69. In the developed countries, life expectancy &t birth has increased from 66
years in the early 19508 to 73 years in the early 1980s, while in the developing
countries as a whole, it has increased from 41 to 57. The largest ‘egional
increase was in East Asia, reflecting a dramatic increase in China from 41 years in
the early 1950s to 68 in the early 1980s; in Africa, it increased from 35 years to
49. The average life expectancy in the least developed countries in the period
from 1985 to 1990 is estimated as about 48 years, which is even below the estimate
of 49.5 for sub-Saharan Africa. The low life expectancy and high infant mortality
rate reflect the unfavourable living conditions in the least developed countries
and imply that their population may increase even more rapidly in the future if
mortality conditions improve and fertility remains unchanged.

70. Life expectancy at birth is generally several years longer for women than for
men, especially in the developed countries: 76 years for women versus 68 years for
men in the early 19808; in the developing countries, it was 58 years for women and
56 years for men. The region where expectancy for women was an average about the
same as for men in the early 19808 is South Asia, although improvements in female
life expectancy in Sri Lanka in the past two decades have resulted in a more normal
pattern in that country (see table 12), The larger differential in the developed
countries reflects their lower maternal mortallty rates., By the year 2000, the
difference is projected to increase to three years in the developing countries as a
whole, and to remain constant in the developed countries.

/lou
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3. Fagtora affecting fertility trends

71, In the 19508 and 1960s, the level of fertility provided a generally reliable
means of distinguishing the developed from the developing countries, but in the

last two or three decades, the distribution has become less prominently bimodal.
With substantial fertility declines in a number of developing countries of Latin
America and Asia and persisting high fertility in most of Africa and West Asia, the
fertility differentials currently observed within the developing world are now as
wide as those formerly found between the developing and the developed countries. 17/

72, The most rapid fertility declines have occurred in developing countries with a
combination of profound improvements in child survival, increases in educational
levels and strong family planning programmes. Since the early 1960s, total
fertility rates have declined by 2 to 3 children per woman in China, the Republic
of Korea, Thailand, Malaysia, Sri Lanka, Brasil, Mexico, and Colombia. 1In all
these countries, the proportion of married women of childbearing age currently
using contraception grew rapidly since at least the mid-1960s, gaining 2 to 3
percentage points a year and, in the 1980s, reached levels of 50 to 70 per cent.
Simultaneoualy, infant and child mortality rates declined in China from 240 per
thousand to 55, and from a range of 120 to 190 per thousand in the other seven
countries, to a range of 40 to 90. Gross enrolment ratios of females for the
second level of education rose from less than 15 per cent in all these countries to
between 30 and 35 per cent in Thailand, Brasil and China, about 50 per cent in Sri
Lanka, Malaysia, Mexico and Colombia and 90 per cent in the Republic of Korea.

73. Conversely, low rates of child survival, low levels of education and
ingufficient access to birth control methods impede the transformation to lower
fortility in most countries of sub-Saharan Africa, as well as in such Asian
countries as Pakistan, Bangladesh, Nepal and Afghanistan. In these countries,
total fertility rates average 6 or 7 children per woman and show few signs of
decline, 18/ Infant and child mertality rates are still well above 150 per 100 in
most of them and often exceed 250; the female gross enrolment ratio for the second
level of education and the proportion of married women currently using
contraception are typically below 10 per cent and rarely above 20 per cent.

74. Recent studies confirm the strong negative relationship between development
and fertility but they also show that, within groups of countries at similar levels
of development, fertility decline has been greatest in those countries with the
most aggressive family planning programmes. 19/ Without deliberate govarnment
fertility intervention, the dAiffusion of development is likely to induce fertility
decline first among the more economically advanced population groups; at a later
stage, declines are observed across all groups. (Variations among countries at
similar levels of development are also likely to be related to differences between
sociel settings in household organization and institutional arrangements for the
rearing of children.)

75. Improvements in child survival increase the predictability of the family's
life cycle and thus create an appropriate environment for the adoption of family
planning practices. 20/ The "insurance effect" operates at a later point in the
demographic transition when family size desires are clearly formulated. Since, in

/Ull
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many countries, family planaing methods other than sterilization are not yet widely
accessible, there still is considerable potential for large reductions in
fertility. 21/

76. Education may affect fertility through acquired skills and knowledge,
including the ability to provide safe child care and to use contraception
effectively. Advanced education usually delays marriaje and thus reduces the
length of the childbearing lifespan. In the developing countries, women with seven
or more years of schooling marry, on average, nearly four years later than women
with no education. Education may also convey the influence of residence, income or
socio-economic status, or be jointly determined with variable: of this type. 1In
addition, women's education is often positively associated with the opportunity
costs of childbearing.

77. Although fertility decline due to education tends to be quite large in
relatively advanced developing countries, in the least developed countries, women
with just a few years of education bear more children than those with no
education. This may be due to the effect of reduced breast-feeding on the part of
the more educated women, which outweighs the effect cf possible initial efforts by
those women to use contraception.

78. Although fertility decline may be assisted by changes in marriage patterns or
by maintenance of lengthy breast-feeding, efficient practice of birth control is
essential to achieve and sustain low levels of reproduction. Most of the
inter-country variation in current national fertility levels is explained by
differences in contraceptive use. Though contraceptive use varies according to the
level of development, population policies have a strong independent effect, as seen
in the high levels of contraceptive use achieved by some poor countries with strong
family planning programmes.

79. In preparing the population projections shown in table 10, past and current
fertility trends for each country are evaluated and placed within the social,
economic and political context of each country. Trends and anticipated changes in
the socio-economic structure and cultural values of the society, as well as
policies and programmes directed towards family planning are considered vig-a-vis
expected trends in fertility. For many low-fertility countries, fertility levels
are assumed to decline or to remain below replacement level until about the end of
the century, after which they are expected to be close to replacement level., For
high-fertility and moderate-fertility countries, the level is expected to decline
as countries advance in their social and economic development, which is generally
assumed to pri jress as time passes. It is also assumed, for those countries, that
existing or anticipated governmental policies and programmes for family planning
and related-governmental activities would accelerate or expedite the process of
fertility decline. Once the decline in fertility starts, it is expected to begin
slowly, gain momentum and then slow down. 22/
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4. Changing population structure

80. The population age structure and the pattern of changes in it differ greatly
among major regions of the world. Children under the age of 15 formed 22 per cent
of total population in the developed regions in 1985 and 37 per cent in the
developing regions - 47 per cent in Africa. The elderly population (aged 60 years
and older) comprised 16 per cent of the total population of the developed regions
but only 7 per cent in the developing regions - 4 per cent in Africa. In the
middle range of the age distribution, the developed regions had a relatively small
proportion (16 per cent) of youth aged 15 to 24, and a relatively large proportion
aged 25 to 59 (46 per cent), while in the developing regions, youth comprised

21 per cent of the total population, and those in the 25 to 59-year-old group, only
36 per cent of the total.

81. Changes in fertility and mortality in the past 40 years have introduced bulges
and troughs in the age structure, with predictable time lags. Espe.ially
noteworthy ars the baby booms that occurred shortly after the Second World War in
many developed countries and the drop of fertility rates with varying speed and
timing among many developed countries in the past 30 years. Significant reductions
of infant and child mortality rates, or increases in fertility rates, resulted in a
sharp increase in the child and school-age populations during the 1950s and 1960s,
when 40 to 50 per cent of the world's population increase was composed of children
under 15 years of age. With a time lag, these inflated population cohorts moved to
the youth category. As they reach adulthood, the main working-age population. aged
25 to 59, has begun to increase rapidly in the 1980s and will continue to
accelerate in the 1990s.

82. The primary and secondary school-age populations are defined by the United
Mations Educational, Scientific and Cultural Organisation (UNESCO) for statistical
purposes as children aged 6 to 11 and 12 to 17, respectively. In the developed
regions and East Asia, the school-age populations declined in the 1980s as a result
of the fertility decline in the 1970s. The reduction of the school-age population
in the developed regions was about 0.4 per cent per year, and in East Asia,
affected strongly by the sharp decline in Chinese fertility, the school-age
population has declined almost 1,85 per cent per year in the 1980s. As a result of
the gradual fertility decline in recent years, the school-age populations (6 to 17
years of age) of Latin America and the other developing countries in Asia will
increase more slowly in the 1990s than before, i.e., at an annual rate of

1.2 per cent in Latin America, down from 1.5 per cent in the 1980s, and at an
annual rate of 0.8 per cent in Asia, down from 1.3 per cent in the 1980s. 23/

5. Aging of populations

83. Recent demographic trends suggest that from 1985 to 2000 the populations of
both the developed and the developing regions will grow older, in the sense that
the median age and the proportion of elderly (60 and over) will increase., Between
1985 and 2000, the median age in the developed countries is projected to increase
by 3.6 years, almost the same as in the developing regions (3.5 years), with the
exception of Africa, where it is expected to remain virtually constant. There will
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be very large ircreases in the number of the sldmrly in all regions, reflecting
growth rates congidorably greater than the qiowth rates of the total population.
Between 1985 aud 2000, tho worid's elderly populatina will grow by 2.3f per cent
annually, compared with 1 %7 per cent aunnually for Lhe total population. The
annual rate of growth of the numbar of elderly in the developing countries will be
about 3 per cent, slmost twi:e ms high #s in the develuped countries. None the
less, the shure of the elderly .u the Lotal population will not increase very much
betweea 1985 and 207V. in the developed countrien, it will rise from 16 to

18 per cent and, in the develuping counturies, frem 7 to 8 per cent (in Africa it
will remain at 5 per cent), lor vhe world as & whcie, it will rise from 9 to

10 per cent.

84. Dependency raticu seel ko capture ti:a changea iu the relative proportions of
the economically active vopulation, whi:h is conveitionally defined as the age
group between 15 and 64, anc those¢ which are younysr or older. This is obviously a
gross simplification. 1In inany councries, the youn) contribute to production before
the age of 15 and in others, only much iater. S8imalerly, some retire from active
economic life beforn the ayw of 65 2nd ntheirs, oniy lator. Therefore, minor
differences should nct be reyarded as significant, but major changes will reflect
economically impcrtaut aspects of a charging population structure.

85. ror the world as a whole, the o0:A-p7e deperidency ratio (the ratio of those
over 65 to those between the age ~f 15 and 64} will not change much between 1985
and 2000, rising from 10 to 11 pev cen" (see table 13). This will be more than
offset by a 7 per cent declin: in the chiid dopencdency ratio, and the total
dependency ratio is projected to fall f:r.m 65 to 59 per cent. This corresponds
closely to che overall trend in the daveloping regions, where the old-age
dependency ratio is expected to rise by 1 per cent and the child dependency ratio
to fall by 10 per cent, so that the total dependency ratio would fall from 70 to
61 per cent. In the developed regions, however, the old-age dependency ratio is
expected to rise by 3 per cent and the child dependency ratio to fall by only
1.4 per cent; thus the total dependency rativ would rise from 51 to 53 per cent,

86. There is little likelihood of the projected changer in age structure being
nullified, either by unforeseen events or by policy-induced changes in fertility or
mortality patterns. As the twenty-first century approaches, the aging of the
world's population is a virtual certainty, and4 thus provides a firm foundation for
long-range planning. Projections for the long period from 1985 to 2020 indicate
that, in the more developed regions, the elderly proportion would increase by 6.6
percentage points, of which 5.8 points could be attributed to the initial age
structure in 1985, In the less developed regions, the proportion of elderly is
projected to increase by 4.3 percentage points by the year 2020, of which 2.4
points are attributable to the initial age structure. 24/

87. Increased life expectancy and lower fertility, which, in the process of
modernisation tend to be accompanied by a weakening of the extended farily, raise
new demands for the support of the older age group. This has, until racently, been
an issue primarily in industrialized countries, but is now a worid-wide concern
that calls for wide attention. Policies of mandatory ages of retirement, which
were regarued as socially progressive when work was regarded as painful and
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retirement could be appropriately financed, have to be rethought in countries where
rising ‘ealth standards have prolongeu potential working life. 1In many developing
countri. 4, there will be a need to develop social institutions to compensate for
the declining role of the extended family, Developed countries face growing tax
burdens on the economically active population, competition for resour:es to provide
for the needs of children and the elderly and a need to allocate costs and
responsibilities of caring for the elderly between Governments, individuals and
families. These challenges may be magnified by declines in the productivity and
mobility of the labour force,

6. Labour force - guantitative outlook*

88, The trends in labour force growth are determined by changes in population
structure and participation rates, The growth of the labour force in the 19908 is
projocted to slow significantly in the developed regions and China, but to remain
fairly stable in the developing regions, For the world as a whole, the average
annual rate of labour force increase will decline dramatically to 1.5 per cent
during the period from 1990 to 2000, compared with 2.1 per cent during the period
from 1970 to 1980 and 1.9 per cent between 1980 and 1990 (see table 14). The
average annual increase will dotline slightly from 41 million in the 19808 to

39 million in the 1990s8; over 35 million of the increase will occur in the
developing countries. Whether or not growth in the demand for labour will be able
to absorb this increasing supply will be an important policy question for the 1990s.

89, In 1980, about 58 per cent of the world's population aged 10 and over were
members of the labour force (including thoss without jobs who were locking for
employment); overall, the participation rate was 73 per cent among males and

43 per cent among females. The rates varied significantly among regions,
especially for females, ranging from about 60 per cent in the centrally planued
r.co."mies to about 10 per cent in North Africa and West Asia (table 15). The
apparent diversity between the high female participation rate in sub-Saharan Africa
(51 per cent) and the lower rates in Latin America and South Asia (25 per cent) may
reflect cultural differences in the definition of female work.

90, Persons aged 25 to 59 comprised 65 per cent of the world labour force in 1485
and will account for virtually all of the labour force increase in the 1990s. That
group is projected to increase in the 19908 at the same rate as in the 19808 - or
higher - in most regions, except for Latin America, where the annual growth rate is
projected to decline from 3.2 to 2.9 per cent. The projected annual rates of
increase for other regions are between 2.7 for the developing countries in Asia and
3.0 per cent for Africa. The increased concentration of the labour force in the
group will tend to increase overall labour productivity, as this gruup is more
experienced, on average, than the labour force under 25 years of age.

w Selected qualitative aspects of labour force participation by seversl
social groups are discussed in section VI.C,



Table 14, Total labour force, in millions, and annual
growth rates. in pexcentagea, 1970-2000
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1970 1970-1980 1980 1980-1990 1990 1990-2000 2000

Developing countries
North Africa 18.0 2,79 23.17 3,02 31.9 3.01 42.9
Sub-Saharan Africa 121,1 2,55 155.8 2.44 198,2 2.70 258,7
South and East Asia 390.8 1.99 47%.,9 2,19 591.0 1.99 719.6

South Asia 277.8 1,82 332,8 2.14 411.1 2,00 501.1

East Asia newly-

industrialized
countries 13.8 2,92 18.4 2 30 23.1 1.68 27.3

Others 99.2 2,31 124.7 2.32 156.8 2.00 191,2
West Asia 17.3 3.54 24.5 3.48 34.5 3.44 48.4
Mediterranean 25.6 1.43 29.5 1,72 35.0 1.57 40.9
Western hemisphere 90.4 3.12 122.,9 2,52 157.6 2,37 199.1
Subtotal, developing

countries 663.3 2,30 832,3 2,33 048.1 2.25 1 309.6
China and Asiaan

planned economies 455,1 2.47 580.6 2.24 724.3 1,23 818.4
Developed market

economies 304 .4 1,34 347.9 0.91 380.9 0.52 401,3
Centrally planned

economies of Europe 172.4 1,21 194.5 0.65 207.6 0.58 219,9
World total,

150 countries 1 595.,2 2,06 1 955.3 1.90 360.9 1.53 2 749,3
Least developed

countries 103.9 2,09 127.8 2.39 161.9 2.54 208.1

Source!

Department of International Economic and Social Affairs of the

United Nations Secretariat, based on country population data in World Population
Prospects - Estimates and Projections as Assessed in 1984, (United Nations
publication, Sales No. E.B86.XIII.3), and labour force participation rates from the
International Labour Organisation (ILO), Econemically Active Population. 1950-202%5,
Geneva, 1986. 7The projections for 1990 and 2000 are based on the "melium variant"
population projection for each country.
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Table 15. Labour force participation ratss, a/

male and female. 1960-2000
(Percentage)
—1960 1970 1980 1990 2000

Male Female Male Female Male Female Male Female Male Feniale

Developing countries

North Africa 77 6 70 7 () 9 67 11 67 12
Sub-Saharan Africa 82 57 81 54 79 51 76 46 74 42
South and East Aslia 83 34 79 32 76 29 75 27 7% 26
South Asia 85 32 80 28 77 25 76 22 76 21
East Asia newly-
industrialived
countries 73 26 68 32 67 KL} 71 36 71 37
Others 80 41 75 42 72 41 72 39 73 38
West Asia 79 7 74 9 71 12 70 14 58 16
Mediterranean 80 51 75 45 73 40 72 39 71 40
Western hemisphere 77 18 72 20 69 25 69 25 68 26
Subtotal, developing
countries 82 34 77 32 74 31 74 29 73 28
China and Asian
planned economies 87 60 84 61 80 61 82 63 81 63
Developed market
economies 717 36 69 36 66 41 67 42 67 41

Centrally planned
economies of

Europe 59 56 63 60 64 60 64 58 62 56
World total,

150 countries 79 43 75 42 73 43 74 42 73 40
Least developed

countries 86 39 1) 38 79 37 78 34 76 32

Sourcet Department of International Economic and Social Affairs of the United
Nations Secretariat, based on ccuntry data from ILO, Ecopnomically Active
Population. 1950-2025, Geneva, 1986.

a/ Labour force divided by population aged 10 and over, weighted by
population aged 10 and over.
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91. The proportion of the labour force in the 10 to 14 age group is negligible for
the Jdeveloped regions but averages 5 per cent in the developing reglions, reaching

7.9 per cent in Africa. This proportion is in sharp decline in every region of the
world, except for Africa, and this trend is projected to continue through the 1990s,

92, Decelerating growth of the numher of youth (aged 15 to 44) in the labour force
will be a new phenomenon in the 1990s in several regions of the world, and there
will be absolute declines in some countries. These changes will be caused
primarily by declines in the sise of the youth population and also by its declining
rate of labour force participation, According to the projections made by the
International Labour Office 25/ the number of youth in the labour force in East
Asia (including Japan and China) will decline at an annual rate of 3 per cent in
the 19908, compared with a positive growth rate of 2,3 per cent in the 1980s. 1In
southern Asia (incliuding West Asia and South-East Asia), the annual growth rate
will fall from 2 per cent in the 1980s to 1.1 per cent in the 1990s. In the more
developed regions, the youth labour force will decline 0.2 per cent per year in the
19908, compared with an annual increase of 1.0 per cent in the 1980s. Overall, the
total number of youth in the world labour force will grow much more slowly in the
1990s (at an ave age rate of 0.5 per cent) than the 1.1 per cent rate of the 1980s.

93, The elderly labour force, aged 60 years or older, comprises 5.4 and

5.0 per cent of total labour force in the developed and the developing regions,
respectively., Its projected rates of annual increase in the 1990s are relatively
modest: 1.2 per cent for Latin America, 1.5 per cent for the developed regions,
1.7 per cent for Asia and 2.1 per cent for Africa.

94, In both developed and developing regions, the percentage of women in the
economically active population has increased since 1950; in 1985, women represented
36.5 per cent of the world's labour force. Relatively little change is expected in
women's average labour force participation rate .n most regions in the 1990s (see
table 15), Moderate increases in participation by middle-aged and older women in
some regions will be offset by lower participation by younger women, as they spend
more years in full-time education. However, the projected trends do not take into
account possible policy changes. Some changes with a large potential impact are
already visible in 19881 1legal equality has been achieved in many countries and
more affirmative actions favouring women's participation are being implemented. 1If
it is encouraged by further policy initiatives, women's overall economic
participati.n in the year 2000 may well be greater than currently projected (see
related discussion in section VI.C below).

B. Urbanization
1. Urbano population

95, In 1985, 41 per cent of the world's population resided in urban areas -

71 per cent in the developed regions, 69 per cent in Latin America and less than

30 per cent in Africa and Asia. 26/ The definition of urban areas differs from one
country to another. The smallest areal units that are classified as urban range
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between 200 and 30,000, The process of urbanization, defined as an increase in the
proportion of population living in urban areas, is largely a one-way process
leading to a concentration in the pattern of population distribution.

96. A cross-seotional analysis shows that during the 1960s and 1970s, the higher
tue level of urbanisation, the lower the rate of urban population growth. 27/ In
the 1970s, for example, the rate of increase in the urban proportion averaged

2.3 per cent per year in those countries where Lhe level of urbanisation (urban
proportion) was under 25 per cent. Whevre the level of urbanisation exceeded

7% per cent, the rate of increase in that proportion decreased to as low as

0.3 per cent,

97. The dynamics of population growth, industrialisation and &gricultural
modernisation are expected to keep urban population growth rates above the rural
growth rates in all regions. The urban population of developed countries is
expected to riwe from 71 per cent in 1985 to 74 per cen* by the year 2000, 1In
Africa, it is expected to increase from 30 to 39 per cent, in Asia (including
Japan) from 28 to 35 per cent, and in Latin America, from 69 to 77 per cent. The
number and sise of "megacities" will increase rapidly in developing coiuntries (as
discussed in section V.C, be.ow).

2., Rural population

93, Despite the continuing exoldus to the urban areas, the population residing in
rural areas still comprises a maiority in most developing countries, and
approximately one third of the total population increase in the developing
countries in the 1990s will occur in rural areas. In the developed countries, the
rural population accounted for less than 30 per cant of the totral population in
1985, and it is projected that their share in the total population will fall to

26 per cent in the year 2000.

99. The total rural population of the developing countries is expected to increase
at an average annual rate of 1.0 per ceant during the period from 1990 tc 1995 and
at 0.8 per cent per year between 1995 anéd 2000. 1In Latin America, the growth of
the rural population nearly halted after 1980 and the sisze of its rural population
(125 million in 1985) is projected to be practically unchanged through the year
2000. Rural population growth in Africa, however, was 2.2 per cent per year in the
period from 1980 to 1985 and in Asia, it was about 1,3 per cent per year. By the
year 2000, the rural growth rate is projected to fall slightly in Africa, to abou*
1.9 per cent, and substantially in Asia, to sbout 0.4 per cent, due tc migration
and declining rates of natural increasu. Neverth: ess, the rursl populstion will
still comprise a large majority in these regioas: Arfrica, 61 per cent, East Asia
(including Japan), 67 per cent and southern Asia (including South-East and West
Asia), 64 per cent,
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3. Internal migration

100, Rural-to-urban migration is only one typs of population movement within a
country. There are movements from urban to rural areas, among urban areas and
among rural areas. All types of migration are intimately related to social and
economic changes and have significant policy implications. However, it is
difficult to assess the situation. due to lack of statistical data.

101, An analysis of data from 57 countries, both developed and developing,
indicates that the annual rate of net in-migration in urban areas (the number of
in-migrants net of out-migrants dividad by the urban population) ranged between
0.9 and 4.6 per cent in the developing countries and between 0,03 and 2.9 per cent
among the developed countries, 28/ 1In Latiu American countries and in the
developed countries, there is a tendency for female rural-to-urban migrants to
outnumber their male counterparts. Male migrants are relatively more numerous in
Africa and Asia. Among the 57 countries surveyed, 24 had sex ratios of the
migrants (number of males per 100 females) smaller than 80, while migrants in 10
countries had sex ratios over 110. These migrants tend to be young. In the
developing countries, around 25 per cent of the migrants were aged 15 to 24 and in
ths developed countries more than 20 per cent were in that age bracket; in some
countries, the proportion was much higher, Another 20 to 40 per cent were children
under the age of five,

C. Interpational migration

102. Throughout history, international migration has heen motivated by economic
considerations. 1In recent times, migration for resettlement, labour migration and
flows of undocumented migrants have all been associate\ with significant economic
disparities between sending and receiving countries. Although the forces giving
rise to the movement of refugees are¢ often non-economic in nature, the presence of
refugees has economic repercussions.

103, During the past 30 years, the two main destinations of labour migration in the
world have been the industrialized countries of Western Europe and the
oil-producing countries of the Middle East. Ian both regions, immigration was
promoted by the Governments of receiving countries to satisfy the labour needs of
their growing economies. In recent years, the labour-importing countries of
Western Europe and the Middle East have experienced a period of expansion followed
by a recession. During the former period, inflows of foreign labour served to fuel
or maintain the expansion. During the latter period, some migrants departed (often
as a result of measures taken by the receiving country), while other migrants
tended ‘.o remain and opt for family reunification,

104. Labour migration to Western Europe was officially stopped around 1974, but
migration to the Middle East increased rapidly at about that time and peaked around
1983. The discontinuation of labour immigration in Western Europe 4aid not,
however, stop total miaration. The adoption of policies favouring family reunion
fueled the continued growth of the foreign population in most receiving countries,
except Switzerland. It is estimated that by 1982 there were nearly 13.2 million
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foreign residents in the main receiving ocountries of Western Europe (Federal
Republic of Germany, France, the United Kingdom of Great Britain and Northern
Ireland, Switserland, Belgium, the Netherlands, Sweden, Austria and

Luxembourg). 29/ By 1980, it was estimated that there were approximately

2.8 million foreign workers in the Middle East. 30/ Lack of reliable data makes
that estimate a tentative one and precludes definite assertions about the evolution
of migration during the early 1980s. Data on work permits issued by the United
Arab Emirates, Bahrain, Kuwait and Qatar indicate a decline as of 1983 and

1984. 31/ Although the inflow of migrant workers may be declining, it appears that
an increasing proportion of them are remaining after the completion of threir
initial contracts. 32/ Thus, as in Europe, the total foreign population in the
Middle East may not decline even if the inflow of foreign labour is stopped.

105. During the period of expansion, in addition to the benefits acoruing to the
workers themselves, employers in the receiving countries benefited from the
importation of labour that tended to prevent sharp rises in domestic wages. In
periods of contraction, however, unemployment in the receiving countries was
mitigated by the departure or expulsion of foreign workers, whose return tended to
reduce wages, increase unemployment and underemployment aad reduce foreign exchange
earnings in their home countries.

106. The selectivity of migration has had undesirable impacts on some sending
countries whose emigrants have tended to be better educated and to possess higher
skills than the average population. 33/ In these countries the depletion of the
pool of local skilled labour has been a serious impediment to the expansion of
modern economic activities. In other countries, opportunities for migration have
encouraged some people to invest in their owa education., Although returning
migrante tend to bring back some of their foreign earnings, other benefits that
might be expected from the return of migrants have not alwayo materialised. While
abroad, migrants have generally experienced negligible occupstional upgrading, 34/
and those choosing to return seem to be negatively selected in terms of skills, age
or hoalth. In addition, some sending countries often lack the open and flexible
socio-cconomic environment that stimulates the success of the innovating individual.

107. Amo: j the factors responsible for immigration to the United States,
satisfaction of the need of the economy for workers plays only a minor role. It is
interesting to note, none the less, that the number of foreign-born persons
enumerated in the United States in 1980, 14.1 million, is of a similar order of
magnitude to the number of foreigners in the former labour-importing countries of
Europe. This foreign-born population included the rurvivors of permanent
immigrants (which amounted to some 9.2 million during tr period from 1956 to
1980), a small number of tempornry workers and trainees about 300,000 of whom were
admitted since 1371, and an cs*imated 2 milliorn undocun -*~d immigrants. Bince
1981, the United States has edi.--tsd 2.8 million permane, immigrants and about
400,000 temporary workers and trairees, and may legalige - to 1.5 undocumented
immigrants who presented applications during the regularisation drive that ended in
May 1988,
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108. Predicting likely trends in international migration is a precarious task,
because international migration is greatly affected by unpredictable politiocal,
economic and social circumstances in the countries of origin as well as of
destination. International migration can change dramatically, even reversing
direction, in comparatively short spans of time. In the conservative approach
taken in the United Nations projections, net international migration has been
assumed to have occurred for over 70 countries or areas. For some countries, net
migration is relatively small and, consequently, in the preparation of estimates
and projections at the national level, no migration was assumed. For those
countries that have a long history of international migration, a simple constant
net migration flow was assumed., For other countries it was generally assumed that
the current migration flows would decline and reach serc at around the year 2000.
For countries in which migration has been of a temporary nature resulting from
either civil conflicts, sudden change in the national economy or specific

governmental policies, migration was assumed only for the period from 1980 to
1985, 35/

109. Refugee movements form a most dramatic type of international migratior
Conventional refugees are those who have crossed an international border to avoid
being persucuted or to escape war-like conditions in their home countries.

De facto refugees include those who have left their country under normal departure
procedures but are prohibited from returning home without risking their lives owing
to intervening events there,

110, The current global refugee population is estimated to be about 12 million.
Some three quarters are found in developing countries, including about one third in
Africa. 36/ During the past few years some Western countries have tended to
restrict the granting of asylum, and there is reason to believe that the proportion
of refugees accommodated in the developing c.untries will be increased in coming
years, even though developing countries have experienced serious soclo-economic
problems with hosting large refugee populations.

111. Approximataly half of the global refugee populaticn is presently assisted
through official schemes, such as reception centres, holding centres, camps, or
designated land set.lements and villages. The remainder have found a place to stay
on thelr own or in consultation with local people and authorities, legally or
illegally, often in areas bordering their home countries. 1In addition to relief
supplies, these schemes often include social infrastructure, such as schools and
health centres, to which local people may also have access. But distribution of
food and other relief items is limited to refugees, even in areas with groups of
destitute local people. With the exception of land settlements, where refugees are
glven plots to cultivate, income-generating activities hava cnly been developed for
a small percentage of refugees in most official schemes. In some cases, refugees
in officlial schemes do not always receive their entitlements; distributions are
irregular and they must find supplementary sources of income. They thus often
provide labour and services for surrounding host populations. Barter systems
involving the exchange of donated relief items for items of local production
between refugees and their hosts have developed in some areas. A recent
large-scale survey of the socio-economic conditions of refugees in Pakistan, which
hosts about one fifth of the ostimated global refugee population, found that new
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arrivals have less means at their disposal per household member than those who
arrived earlier, and are most frequently subject to irregular food distributions.
Some refugees have experienced conflict with local citizens when seeking employment
or agricultural land, or when collecting firewood and other natural resoures. 37/
Similar friotion has been reported in other countries as well,

112, In areas with relatively abundant resources and a buoyant local economy,
refugees are well received by many. They are willing to engage in menial tasks
despised by others, including unskilled manual work for local farmers. Refugees
will search for vacant land and develop their own agriculture, or supply unskilled
and semi-skilled labour to local building contractors and manufacturers. Some take
up crafts and trude and increase the varieties and quantity of locally available
goods. But because more of the casual and unskilled work is undertaken by the
refugeeg, their activities may indirectly worsen the conditions of some members of
local vulnerable groups such as *emale heads of households, the disabled, and the
elderly, who depend on this work ror their incomes. Over time, friction between
refugees and these groups may materialise, and some refugees or local destitute
groups may leave the area. The refugee inflow on balance, however, contributes
positively to the general development of areas with adequate resources and economic
growth.

113, In poorer areas, refugees are resented by many. As they flood the labour
market, wages drop for casual labour and even for gemi-sgkilled and skilled jobs.
Local prices for food, fuel, medical supplies and commodities may rise. Refugees
may collect firewood for fuel in neighbouring areas and further afield, contribute
to deforestation in some areas and impede the access of local people to common
property resources, Although employers benefit from the ready labour supply
provided by refugees, many workers and destitute groups do not. The resentment may
lead to violence, with the result that a part of the refugee population may be
relocated and have to start again in a new setting.

114. It is, of course, impossible to predict whether or not the size of the refugee
population will tend to increase over time, because of the unpredictability of
conflicts that give rise to them and of solutions to ongoing ones. None the less,
in countries that presently host large numbers of refugees, budgetary provisions
will have to be made for the foreseeable future.
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V. TRENDS AND PROBLEMS IN THE PHYSICAL STATE OF THE WORLD

A. Energy

115, Notwithstanding the current excess of production capacity in the world oil
industry, energy remains a central concern for medium-term and long-term economic
analyiis., The harnessing of energy to enhance human labour is, in a ssnse, the
essence of economic development. Prospects for enaergy consumption, production, and
prices are, therefore, essential to the formulation of development strategies,
Moreover, many environmental issues are directly related to energy questions.

1. Historical trends and the changing stances of energy policies

116, The period from 1973 to 1985 witnessed large changes in the demand for energy
and the composition of supply. Adaptation to the large increases in oil pricee in
1973-1974 and 1979-1980 took many forms. In the industrialized countries, large
increases in energy efficiancy resulted from, inter alia, the development of less
energy-intersive capital gouds and consumer durables, the retrofitting of heating
systems and reduction of heat losses in residential and non-residential
structures. At the same time, shifts in the pattern of final demand increased the
shere of less energy-intensive industries in GDP. The combination of these factors
caused the energy intensity of output to decline very substantially, from about
3.85 barrels of oil egquivalent per $1,000 of real GDP in 1973 to about 2.80 in
1985, While the rate of growth of real GDP averaged 2,25 per cent annually over
that period, primary enmarqgy consumption declined by 0.23 per cent per year.

117. A large part of improved energy eff{iciency in the developed market economies
was the result of changes in policy after the oil price rise of 1973 and 1974. By
the end of 1980, most of the developed market economies hed begun to decontrol
domestic oil and natural gas prices. In addition, taxes, subsiales, and
regulations governing energy use were introduced or strengthened. Thus, fuel
efficiency standards for automobiles were implemented, gasoline taxes were raised,
and speed limits were lowered. In the residential-commercial sector, insulation
codes for new buildings, tax incentives for the insulation of existing structures,
and room temperature standards were widely employed. Tax incentives and mandatory
rules regarding substitution of other fuels for oil in industrial boiler Jliring and
electricity generation were in effect in several countries.

118. Market responses to changes in relative prices and to moasures undertaken by
Governments led to major shifts in the level and composition of energy production
between 1973 and 1985, Coal, natural gas and nuclear energy and renewable sources
(such as hydropower, solar and geothermal energy) increased their share in total
production of primary energy from 51 to 57 per cent during the period, while the
share of liquid hydrocarbons fell from 49 to 43 per cent. Production of oil
increased rapidly in the developed market economy countries, most notably in Alaska
and the North Sea, in the developing countries that are not members of the
Organization of Petroleum Exporting Countries (OPEC), and in the Union of Soviet
Socialist Republics., Those trends had a major impact on the pattarn of world
trade, 1In 1975 the share of OPEC in world exports of crude oil was 61 per cent; it
was 40 per cent in 198% and has since declined further.
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124, The maintenance of oil prices below roughly $15 per barrel (in 1987 dollars)
for extended periods is also unlikely, since this would require key producers to
expand rates of output toward levels at which marginal operating costs equalled
marginal revenues, behaviour which is at variance with present ingtitutional
arrangements. Hence, both scenarios considered in the analysis are based upon the
assumption that real oil prices will vary between the mid-teens and mid-twenties
(in United States dollars) over the remainder of the century.

3. DBaseline scenario of the world energy sconomy

125, Baseline ascenario A depicts the future evolution of the world's energy economy
on the basis of present policies. While not simply an extrapolation, this scenario
embodies trends that are rooted in the events of the past - in the pattern of
relative energy prices now prevailing in the marketplace and in the policy measures
already in effect?

(a) Future trends in consumption

126. Energy consumption of the industrialiszed market economies would rise from 1986
to 2000 at an average annual rate of about 1.4 per cent, a very modest rate by
historical standards., This is consistent with a rate of growth of gross domestic
product of about 2.5 per cent per year and a further decline in the energy
elasticity from its current level of about 0.60 to an average of 0.55 over the
remainder of the century. 44/

127. The figures on energy consumption by end-use (table 17) show that the price
and policy changes of -“he past are expected to alter considerably the pattern of
energy consumption in the developed market economies by the year 2000. The
increase in the share of the transformation sector reflects mainly the increase of
the share of primary energy being devoted to electricity generation, from

30 per cent in 1987 to 32 per cent in the year 2000. Within final energy
consumption, the share of industry would rise, largely at the expense of the
transportation and the residential-commercial-agricultural sectors. Transportation
would be especially affected as the impact of mandatory fleet efficiency standards
continue to make themselves felt. The industry sector is also expected to change
internally as the shift away from energy-intensive industries continues.

128, Under ucenario A, the next decade would witness continuing adaptations in
energy use in the developing countries to past rises in energy prices and to
conservation measures already in effect. As a vesult, the energy elasticity in
oil-importing developing countries would drop to an average of about 1.00 over the
next decade, from a present level of about 1.10. Energy consumption would thus
increase at the same average annual rate as GDP, The absolute level of energy
consumption in the developing countries as a whole would rise from about 46 million
barrels per day of oil equivalent in 1986 to 79 million in the year 2000,
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Table 17. Distribution of the primary energy requirements
of the developed market economies by end-use,
and percentags ghare, 1986 and 2000
2000
1986 (scenarjo A) —{(scepario B)
Per- Per- Per-
cent- cent- cent-
mbdoe a/ age mbdoe a/ age mbdoe a/ age
Enerqgy transformation b/ 22.5 30.5 28 32 29 32
Final consumption 50.7 69.5 60 68 61 68
Industry 17.4 23.9 22 25 23 26
Transportation 15,0 20.6 17 19 17 19
Residential, commercial,
agricultural 16.8 23.0 19 22 19 21
Non-energy uses 1.5 2.0 2 2 2 2
Total primary energy
requirements 72.9 100.0 88 100 90 100

Note: Figures may not add to totals because of rounding.

Sources: 1986: Energy Statistics Yearbook, 1986, to be issued as a United
Nations publication;

2000t United Nations Secretariat estimates.
2/ Milliun barrels per day of oil egquivalent,

b/ Energy conversion losses, internal use by energy industries, and
distribution losses.

129. As shown in table 18, the pattern of energy use in the developing countries at
the end of the century would also be quite different from its present pattern. The
share of final consumption represented by the residential-commercial-agricultural
sector in developing countries would decline, reflecting the faster growth of
industry and transportation relative to agriculture,.

130, In the centrally planned economies, a 1 per cent rise in net material product
output at preseat roquires a rise in energy input of about 0.77 per cent. Under
scenario A, which incorporates the sort of normal efficiency improvement one might
expect on the basis of past trends, the enerqgy elasticity declines tuv an average of
0.70 over the period from 1987 to 2000, Given the rate of growth of net material
product assumed in the baseline scenario, such an elasticity would imply a rise in
energy consumption of about 2,45 per cent annually.
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124. The maintenance of oil prices below roughly $15 per barrel (in 1987 dollars)
for extended periods is also unlikely, since this would require key producers to
expand rates of output toward levels at which marginal operating costs equalled
marginal revenues, bekaviour which is at variance with present institutional
arrangements. Hence, both scenarios considered in the analysis are based upon the
assumption that real oil prices will vary between the mid-teens and mid-twenties
(in United States dollars) over the remainder of the century.

3. Baseline scenario of the world energy economy

125, Baseline scenario A depicts the future evolution of the world's energy economy
on the basis of present policies. While not simply an extrapolation, this scenario
embodies trends that are rooted in the events of the past - in the pattern of
relative energy prices now prevailing in the marketplace and in the policy measures
already in effect?

(a) Future trends in consumption

126. Energy consumption of the industrialized market economies would rise from 1986
to 2000 at an average annual rate of about 1.4 per cent, a very modest rate by
historical standards. This is consistent with a rate of growth of gross domestic
product of about 2.5 per cent per yesar and a further decline in the energy
elasticity from its current level of about 0.60 to an average of 0.55 over the
remainder of the century. 44/

127. The figures on energy consumption by end-use (table 17) show that the price
and policy changes of the past are expected to alter considerably the pattern of
energy consumption in the developed market economies by the year 2000. The
increase in the share of the transformation sector reflects mainly the increase of
the share of primary energy being devoted to electricity generation, from

30 per cent in 1987 to 32 per cent in the year 2000. Within final energy
consumption, the share of industry would rise, largely at the expense of the
transportation and the residential-commercial-agricultural sectors. Transportation
would be especially affected as the impact of mandatory fleet efficiency standards
continue to make themselves felt. The industry sector is also expected to change
internally as the shift away from energy-intensive industries continues.

128, Under scenario A, the next decade would witness continuing adaptations in
energy use in the developing countries to past rises in energy prices and to
conservation measures already in effect. As a result, the energy elasticity in
oil-importing developing countries would drop to an average of about 1,00 over the
next decade, from a present level of about 1,10. Energy consumption would thus
increase at the same average annual rate as GDP. The absolute level of energy
consumption in the developing countries as a whole would rise from about 46 million
barrels per day of oil equivalent in 1986 to 79 million in the year 2000.
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Table 17. Distribution of the primary everyy requirements
of the developed market economies by snd-use.
and percentage ghare, 1986 and 2000
20Q0Q
1986 _(scenario A) . _(scenario B)
Per- Per- Per-
cent- cent- cent-
mbdoe a/ age inbdoe a/ age mbdoe a/ age
Energy transformation b/ 22.5 30,5 28 32 29 32
Final consumption 50.7 69.5 60 68 61 68
Industry 17.4 23.9 22 25 23 26
Transportation 15,0 20,6 17 19 17 19
Residential, commercial,
agricultural 16.8 23,0 19 22 19 21
Non-energy uses 1.5 2.0 2 2 ] 2
Total primary energy
requirements 72.9 100.0 L] 100 90 100

Note: Figures may not add to totals because of rounding.

Sources: 1986: Energy Statistics Yearbook, 1986, to be issued as a United
Nations publicetion:

2000t United Nations Secretariat estimates.
a/ Million barrels per day of oil equivalent,.

b/ Energy conversion losses, internal use by energy industris:, and
distribution losses.

129. As shown in table 18, the pattern of energy use in the developinq countries at
the end of the century would also be quite different from its present pattern. Ths
share of final consumption represented by the residential-commercial-agricultural
sector in developing countries would decline, retlecting the faster growth of
industry and transportation relative to agriculture.

130. In the centrally planned economies, a 1 per cent rise in net material product
output at present requires a rise in energy input of about 0.77 per cent. Under
scenario A, which incorporates the sort of normal efficiency improvement one might
expect on the basis of past trends, the energy elasticity declines to an average of
0.70 over the period trom 1987 to 2000. Given the rate of growth of net material
product assumed in the baseline scenario, such en elasticity would imply a rise in
energy consumption of about 2.45 per cent annually.
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Table 18. Distribution of the primary enerqy requirements
of the developing countries by end-use. and
percentage share, 1986 and 2000
2000
1986 (scepario A)  _ (scenarjo B)
Per- Per- Per-
cent- cent.- cent-
mbdoe a/ age mbdoe a/ age mbdoe a/ age
Energy transfoimation b/ 17.8 38.9 32 40 30 37
Final consumption 28.0 61.1 47 60 52 63
Industry 8.7 19.0 16 20 19 23
Transportation 5.3 11.6 10 13 11 13
Residential, commercial,
agricultural 12.5 27.2 19 24 29 25
Non-energy uses 1,5 3.3 2 3 2 2
Total primary energy
requirements 45.8 100.0 79 100 82 100

Note: Figures may not add to totals because of rounding.

Sources: 1986: Epergy Statistics Yearbook, 1986, to be issued as a United
Nations publication;

2000: United Nations Secretariat estimates.
A/ Million barrels per day of oi. equivalent.
b/ Energy conversion losses, internal use by energy industries, and

distribution losses.

131. Table 19 presents estimates of the structure of final energy consumption in
the centrally planned economies. The dominant category, industrial energy,
accounted for over one half of final energy use in 1986; its share is expected to
fall only marginally by 2000,
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Table 19. Distribution of the primary energy requirements
of the ceuntrally planned economies by end-use.,
and percentage share, 1986 and 2000
2000
1986 (scenario A) _{(scenario B)
Per- Per- Per-
cent- cent- cent-
mbdoe a/ age mbdoe 3/ age mbdoe a/ age
Energy transformation b/ 14.2 35,5 21 37 21 36
Final consumption 26.3 65.0 36 63 37 64
Industry 12.6 33.6 17 30 17 29
Transportation 3,0 7.4 6 11 7 12
Residential, commercial,
agricultural 8.4 20.8 12 21 12 21
Non-energy uses 1.3 3,2 1 1 1 2
Total primary energy
consumption 40.5 100.0 57 100 58 100
Note: Figures may not add to totals because of rounding.
Sources: 1986: Enpergy Statistics Yearbook, 1986, to be issued as & United

Nations publication;
20001 United Nations Secretariat estimates,
A/ Million barrels per day of oil equivalent.

b/ Energy conversion losses, internal use by energy industries, and
distribution losses.

(b) Trends ip production and inter-fuel substitution

132, Considerable inter-fuel substitution is expected to occur over the next decade
or so., ‘Jable 20 presents figures on energy consumption and production by fuel for
the developed market economies in 1986 and in the year 2000. The most striking
feature is the drop in the share of the group's energy requirements satisfied by
primary liquid hydrocarbons from 39 to 36 per cent. For energy production 45/ in
developed market economies, the figures for conventional oil and natural gas
liquids assuma that there would be a considerable degree of success in finding oil
in the United States over the remainder of the century and may be somewhat
optimistic. Efforts to raise reserves through extensions of known fields may, if
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reasonably successful, limit the decline in production there to about 2 per cent
per year., Nevertheless, the 11 million barrels per day of 0il produced in
industrialized countries in the year 2000 under scenario A probably represents the
upper limit for oil production that would be feasible under present policies.
Natural gas production, although apparently offering good geological prospects, is
expected to continue to be impeded by price controls in some principal producing
areas under scenario A, but a gradual rige in coal and lignite production is
expected by the year 2000.

133, The outlook for nuclear power in the developed market economies is uncertain,
Scenario A embodies the assumption of about 2.7 per cent per year growth in
electricity consumption in the developed countries, less than half the pre-1974
rate. Notwithstanding present ccucarns regarding reactor accidents, the absence of
permanent storage facilities for spent fuel rods, high capital costs, diversion of
nuclear fuel, and decommissioning costs, nuclear power is expected to represent at
least 15 per cent of total energy production in the year 2000 simply because of the
need for expansion of future electricity supplies and the absence of acceptable
alternatives to nuclear power on a large enough scale in some countries. The
scenario also includes the assumption of some expanded production of energy from
renewable souices. About 90 per cent of the hydro-geothermal category is accounted
for by hydroelactricity. Other renewable energy includes 0.5 million barrels per
day of oil equivalent of alcohol used for stretching gasoline supplies, and about
the same oil equivalent contributed by solar water and space heating.

134, Table 21 presents the distribution of energy consumption and production by
energy source in developing countries in the year 2000. Achieving u rough balance
among modern energy sources is more difficult in developing countries than in the
developed market economies and the centrally planned economies because current
production is very heavily skewed towards traditional non-renewables. Thus, they
would still be heavily dependent on liquid hydrocarbons at the end of the century.
Of the approximately 50 million barrels per day of oil equivalent of crude oil and
natural gas liquids produced by developing countries, in scenario A, members of
OPEC would account for about 39, and other developing countries, for about 11, To
rise from approximately 19 million barrels a day of oil equivalent in 1987 to 39 in
2000, OPEC production would have to grow by asout 5.5 per cent per year, Assuming
that, to prevent reservoir damage, OPEC Governments would, on average, require a
reserve equal to 10 years' production at the beginning of the year 2001, the total
amount of oil required for extraction and final year's reserve would be about

275 billion barrels. On 1 January 1988, the proven reserves of OPEC were about
670 billion barrels. Thus, even assuming no additions to reserves over the entire
period and 10 years of production left over at the end of the period, the proven
reserves of OPEC are nearly two and one half times as large as that required to
sustain the terminal year's prcduction under scenario A. The estimation of the
production rate for non-OPEC developing countries assumes that there is no further
international action to spur o0il production in the developing countries beyond the
current oil programmes of bilateral development agencies and multilateral
development banks. Natural gas production in the developing countries is expected
to more than double with much of the increment being exported.
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135, Table 22 shows the digtribution of energy consumption and production by source
in the centrally planned economies in 1986 and 2000. Although the heavily
oil-dependent transportation sector would rige relative to less oil-dependent
gsectors, intar-fuel substitution and greater efficiency would diminish the relative
role of liguid hydrocarbons by the end of the century. Natural gas is regarded as
a trangitional fuel in the group, easing the cnangeover from oil to coal. By the
year 2000, it is expected that natural gas dependence in centrally planned
economies will decline and that coal will take its place as the most important
fossil fuel, The contribution of electricity to final consumption is also expected
to increase but the centrally planned economies will rely on nuclea: reactors for
their electricity supplies more than the developed market economies. Nuclear power
is thus expected to account for 12 to 13 per cent of total primary energy use by
the year 2000,

(c) The pattern of energy trade

136, The differences between the consumption and production figures for certain
energy sources in the earlier tables are reflected in net trade, especially in
fossil fuels, as presented in table 23, Under scenario A, the current balance of
international trade in coal between developed market and developing countries is
expected to be reversed., Thus, a net import of 0.3 million barrels per day of oil
equivalent by the developing countries and China in 1986 would become a net export
of 1.0 million such barrels in the year 2000. The latter would consist of exports
of coal from China, mainly to Japan. Net imports of liquid hydrocarbons by
developed market countries from developing countries would rise precipitously from
12,3 million barrels per day of oil equivelent to 20, a rate of gain of

3.5 per cent per year., Nearly half of these would flow to the United States, where
the oil import dependence level would reach nearly one half. Of great significance
is the reversal of the role of the centrally planned economies in oil trade, from a
net exporter of 1.6 million barrels per day of oil equivalent in 1986 (mainly to
Western Europe) to a net importer of 2 million barrels per day of oil eguivalent
(mainly from developing countries) in the year 2000. Such net imports would be
largely offset (in energy terms) by exports of natural gas from centrally planned
cconomies to the market economies of Western Europe. These imports, from the point
of view of the developed market economies, would be augmented by 1 million barrels
per day of oil equivalent of natural gas from developing countries. Much of the
latter would be imports into Western Europe by pipeline, although purchases of

sea-born liqueficd natural gas by Japan and the United States would also play a
role.
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4. Scope for improved energy policies and thelir possible impact

137, The effect of enhanced policies for energy efficiency and greater inter-fuel
substitution are shown in scenario B, 8Such policies could reduce the energy
elasticity by about 10 per cent in the developed market economy countries, leading
to a reduction in the rate of growth of energy consumption to about 1.4 per cent
snd permitting GDP growth to proceed at a rate of about one half a percentage point
higher than in the baseline scenario, Similar or slightly larger improvements in
elasticities appear to be feasible in the developing countries and the centrally
planned economies; the amount of energy saved would be equal to that associated
with increasing growth of gross domestic product by a full percentage point in the
developing countries and by one half a percentage point in the centrally planned
economies,

(a) Policy options to increase energy efficienqy

138, In the developed market economies, pricing policy will play the dominant role
among those measures designed to encourage energy efficlency.

139, One area in which large improvements in energy efficlency can be made in
developing countries is in the energy transformation sector. This sector includes
electricity generation, petroleum vefining, the use of energy by the energy
industry itself, and transporation of fuels and transmission of electricity. In
developing countries, energy lost in transformation activities in 1984 amounted to
39 per cent of total primary energy available, i.e., 39 per cent of primary energy
available never reached final consumers. For comparison, the corresponding figure
for the developed market economies for the same year was 30 per cent. 46/ A large
share of such losses occurs in electricity generation and transmission. To some
extent, losses in this area are physically unavoidable. Nevertheless, there is
great room for improvement in developing countries. The ratio of primary energy
inputs to electricity outputs is about 2.6 in developed market economies, but about
3.1 in developing countries. In developed market economies, about 8 per cent of
electricity produced is lost in trznsmission, compared to about 10 per cent in
developing countries,

140, Data developed by the World Bank several years ago suggested that as much as
15 per cent of total energy consumption in developing countries could be saved
without any reduction in the rate of growth of gross domestic product. About

15 per cent of the reduction could occur in the transformation sector and the
remaining 85 per cent in the sectors of final consumption, 41/ Taking into account
these estimates, scenario B assumes a reduction in the energy elasticity of about
10 per cent on average from 1985 to the year 2000,

141, In the centrally planned economies of Eastern Europe, potential increases in
energy efficiency are large since their per capita energy consumption exceeds the
average of other countries at the same level of economic development by more than
twofold. 48/
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142. Realizing this potential will be difficult, however. One reason is the large
share of the industrial sector in total final energy consumption., For the group as
a whole, industrial energy use accounts for about 56 per cent of total final energy
use compared to 34 per cent in the developed market economies, 49/

143. As shown in table 16, all the centrally planned econmies of Eastern Europe and
the Soviet Union have programmed increased energy savings during the current
planning period, 1986-1990. 1In addition, some have set goals for the year 2000.

In the Soviet Union, the 1986-1990 plan reflected a shift in investment priorities
intended to increase the productivity of capital. A goal was set of meeting 75 to
80 per cent of the incremental demand for fossil fuels by conservation, and capital
was shifted into the development of fuel saving technologies. 50/ The main source
of fossil fuels savings was envisioned to be nuclear power during the 1986-1990
period, although implementation of the nuclear programme appears to have been
slowed by the Chernobyl accident and reactor supply problems. The introduction of
new and more fuel efficient equipment in transportation and manufacturing was
considered to be the second most important source of fuel economies.

(b) P

144. In view of excess production capacity in virtually every energy category
except oil, a crash programme of policy measures in the developed market economies
to expand energy production capacity is not warranted. However, further inter-fuel
substitution could be encouraged. It was estimated recently that coal production
capacity in the developed market economies represented over 200 years of coal
consumption at the prevailing rate. 51/ Continued governmental involvement in
research and development programmes for more efficient coal transportation systems,
cleaner and more efficient coal burning methods, and coal liquefaction and
gasification could be helpful. Governments could stimulate greater use of coal and
natural gas by gradually increasing the price of residual fuel oil in the secondary
electricity generation and industrial boiler firing markets. Increasing the use of
natural gas as a substitute for oil and coal could contribute to easing the problem
of global warming (see sect. B below).

145. The next generation of liquid hydrocarbons will be composed of heavy oil 52/
(petroleum with a specific gravity of 0.934 or more) or shale oil (a petroleum-like
substance formed by melting the kerogen found in certain sedimentary rocks). The
developed market economies contain about 28 per cent of the world's resources of
the former (on an "in-place" basis) and about 68 per cent of the world's deposits
of the latter. 53/ Further government support for research to develop commercially
viable production technologies could provide insurance against interruptions of
supplies of liquid fuels from normal sources.

146. The concerns regarding the hazards associated with nuclear enerqgy mentioned
earlier cannot be simply ignored. Nor can the nuclear option be lightly abandoned,
given the fact that nuclear power represents one of the few electricity sources
which is expandible on a large scale.
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147, Firally, the developed market economies have the option of pursuing the
development of a broad spectrum of renewable electricity sources. 54/ Some
developing countries have large known deposits of fossil fuels or unexploited major
hydropower sites, which can be used to increase domestic energy production and
reduce imports, provided that they can obtain the necessary finance for the
siseable investments required.

148, Many developing countries presently rely very heavily on the principal forms
of biomass, firewood, or vegetable and animal wastes, and have few alternative
energy sources. In many developing countries, however, the rate of destruction of
wouded areas far exceeds the rate of replanting of such areas. Thus, ors elenant
in an energy production strategy for many developing countries could he a programme
of orderly reforestation,

149. For a very few large developing countries with large electricity grids, the
construction of nuclear power reactors might be a partial solution to the problem
of augmenting supplies of commercial energy, in spite of the range of serious
concerns regarding nuclear power. For most developing countries, however, the
rapid development of their energy natural resources must be the primary goal,
especially over the short and medium term.

150. The centrally planned economies, although rich in fossil fuel resources, face
their own particular challenges in expanding energy production over the rest of the
century. One of the most serious challenges is enlarging their proveu raserves of
petroleum fast enough to permit the increases in oil production neede: for both
domestic and foreign trade purposes, In the Boviet Union, by far the largest oil
producer in the group, current production, rather than exploration, had been
emphasised for a number of years. 1In 1978, however, GOSPLAN ordered a significant
increase in exploration to curb the erosion in the country's reserve-production
ratio. Romania is struggling to regain the self-sufficiency in energy it once
enjoyed., With the increased emphasis on the exploration phase of the petroleum
production process in the major oil producing centrally planned 2conomies, policy
attention has focused on the prompt introduction of state-of-the-art exploration
technology, elimination of equipment supply bottlenecks, and the provision of
appropriate incentives in exploratory work.

151, In contrast to petroleum, the problems of the natural gas industry in the
Soviet Union are mainly long distances to markets and very hostile producing
environments. The Soviet Union is estimated to contain between 35 and 40 per cent
of the world's reserves of natural gas, and the reserve to production ratio is not
a constraint on current production. 55/ Policy will have to be oriented towards
meeting the investment requirements of specialized production equipment and
infrastructure.

152, The centrally planned economies are amply endowed with coal resources, but
bringing those resources into production will require massive investments. It has
been estimated that about 28 per cent of the Soviet Union's coal production
originates in mines that had been in operation for over 20 years. 56/ A good
portion of the coal resources needed for capacity replacement and all of that
required for net expansion will have to come from east of the Urals. Distances
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from these mines to the major Soviet industrial complexes range from 1,000 to
2,000 miles. Increasing productivity in a labour force in which only about a
quarter of the workers ar in the 20 to 35-year-old age group, 56/ overcoming the
technical ohstacles associated with the massive, and critically important,
Kansk-Achinsk lignite, will also be major policy challenges. Poland, the world's
fourth largest coal producer, needs to accelerate the opening of now fields in the
Lublin area in order to continus to satisfy domestic and export demard.

153, Nuclear energy will become an increasingly important contributor to energy
supplies in the centrally planned economies in the years ahead. In the Soviet
Union, it will be especially important to the major industrial centres west of the
Urals because the major fossil fuel developments will be far away in Siheria and
the far north.

(c) The impact of enhanced energy policies

154, In addition to the reduction in the rate of growth of overall energy
consumption already mentioned, a more active policy stance in developad market
economies would reinforce the reallocation of energy from the transportation sector
to industry,

155, In the developing countries, the measures deacribed above are assumed to
reduce the energy elasticity to O0.85 in scenario B. The growth of snergy
consumption would thus be 4.25 per cent per year, about the same as in sceuaario A,
even if GDP grew by 1 percentage point more, i.e., at 5.0 per cent annually, which
is the assumption for this scenario.

156. As discussed above, authorities in the centrally planned economies have
adopted plans for considerably increasing energy efficiency. In that scenario,
vigorous implementation of energy efficiency measures are assumed to reduce the
energy elasticity in the centrally planned economies to an average of 0.65 over the
rest of the century. Such a large improvement in energy efficlency, in the context
of stimulated production, could raise the rate of growth of energy consumption to
2.6 per cent, consistent with an increase in the rate of growth of net material
product to 4.0 per cent per year.

157. Relative to the baseline scenario, scenario B would assume a reduction of the
comparable role of hydrocacbons, especially petroleum, in the industrialized market
countries; the use of coal, nuclear power, and renewable energy sources would be
increased but production of liquid hydrocarbons in 2000 would be abcut 1 million
barrels per day greater. Additional natural ges production is also assumed,
despite geologic factors that would constrain the maximal rate of output by the end
of the century. The growth rate of coal production of a little over 1 per cent per
year in scenario B is clearly sustainable in physical terms over the rest of the
century, although a number of environmental conuerns would have to by addressed,
which would slightly increase its cost.
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158. Under scenario B, production of crude oil and natural gas liquids would need
to rise to only 33 million barrels per day of oil equivalent in the OPEC countries
at the end of the century, as increased investment in developing countries for oil
exploration could result in as much as 13 million barrels per day of oil equivalent
being produced in non-OPEC developing countries by the end of the century. Total
primary energy production in developing countries in the year 2000 would, however,
be less under scenario B than under scenario A. Although energy production for
domestic consumption is higher in scenario B, energy production required for export
is reduced because of greater enorgy efficiency and increased production in the
developed market economies and the centrally planned countiries.

159. Conventional oil production in the Soviet Union is also assumed to rise
gradually in scenario B, reflecting the employment of more sophisticated technology
and the contributions of new fields in Siberia,

160. The policy measures subsumed in scenario B, albeit directly oriented towards
increasing energy consumption efficiency and expanding energy production, would
also contribute to betier overall balance in energy trade among country groups.
Thus, the developed market economies' net imports of coal in the year 2000 would be
eliminated, although the approximate equality between production and consumption of
coal for the group as a whole would conceal a large intra-group trade in this
commodity with large flows from Australia, Canada and the United States to Japan
and Western Europe.

161, International trade in oil would also be altered significantly from its
present pattorn in scenario A, Imports into the developed market economies would
double by the year 2000, as domestic production declined and consumption grew.
Similarly, the centrally planned economies would shift from net exporters to net
importers of oil. In both cases, the Middle East would be the main source of the
oil imports involved.

162. The brevity of the period remaining until the end of the century, coupled with
the long time lags inherent in the energy sector, militate the achievement in
scenario B of results which are quantitatively very different from those portrayed
in scenario A, Nevertheless, the effects of an active policy stance could be
q.alitatively very important. The world's dependence on oil from a single
geographic region, the Middle East, would be reduced by about 15 per cent in
scenario B relative to scenario A. Imports of oil by developed market economies
would decline by 2 million barrels per day (10 per cent), and centrally planned
economies would achieve internal balance in oil consumption and production. (In
scenario B, the group would remain a net energy exporter due to natural gas
exports.) The share of oil in global energy ute would decline by two percentage
points relative to the passive policy case, and relatively under-utilized energy
materjials - mainly coal and lignite - would be more fully exploited. Overall,
better balance, both geographically and with regard to energy source, could result
from more active energy policy.
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B. Environmental issues

163, The impact of rapidly growing population and economic activity on the earth's
ecosystems pose increasing risks to the world, None the less, mankind has the
ability to make development sustainable, that is, to ensure that it meets the needs
of the present without compromising the ability to meet those of the future. The
concept of sustainable development involves the recognition of constraints that are
imposed by the current state of technology, socio-economic conditions and the state
of the environment. Furthermore, far from requiring the cessation of economic
growth, sustainable development includes the recognition that the problems of
poverty and underdevelopment cannot be solved unless economic growth proceeds at a
vigorous pace. However, sustainable development involves more than growth. It
requires a change in the content of growth, to make it less material and energy
intensive and more equitable in its impact. Inequalities in international economic
relations, coupled with inappropriate economic policies in many developed and
developing countries alike continue to adversely affect the sustainability of the
development process and may inadvertently cause environmental degradation. Hence,

adequately safeguarding the environment is inherent in the concept of sustainable
development,

164. Environmental stress has long been seen as a result of the growing demand for
scarce resources and of pollution generated by rising living standards. But
poverty itself creates environmental stress also, In order to survive, the poor
and hungry are often forced to destroy their immediate envircament as they cut down
forests, overuse marginal agricultural land, permit their livestock to overgrase
grasslands, and eventually migrate. Because the economic and social problems of
many developing countries are extreme, urgent tradeoffs often arise between
protecting the environment and satisfying basic short-term needs. For example, it
is hard to quickly find alternatives to rapidly dwindling fuelwood stocks, or dung
for burning., Severe air and water pollution are tolerated in many cities because
they permit gains in living standards that are deemed more valuable than the
immediate benefits of abatement, and because the long-term benefits of pollution
abatement are heavily discounted.

165, Proper management of the natural resource base is especially important in
developing countries, which cannot afford soil degradation and other irreversible
losses of potentially renewable resources, or the costs of efforts to remedy
environmental damage, Conventional measures of economic well-being, such as GDP
per caplita, can be misleading, as they do not recognize the depletion of the stock
of natural resources as a loss of wealth that will limit future income. Growth
derived from resource depletion is quite different from that obtained by
ecologically sustainable efforts.

166. International economic relations pose a particular problem for developing
countries trying to manage their environment, since the export of natural resources
is a large factor in their economies. The instability and adverse price trends
faced by these countries make it difficult for them to manage their natural
resource base for sustal. ed production. Recent trading patterns reveal a transfer
of environmental costs from industrial to developing countries, If developing
countries had been required to meet the environmental standards that prevailed in
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the United States, they would have incurred direct pollution control costs of

$5.5 billion in 1980 with respect to their exports of manufactures to OECD
countries, which amounted to $48 billion. In addition, it has been estimated that,
if the pollution control expenditures associated with the materials that went into
the final product were also counted, the costs would have risen to $14.2 billion.
This is probably an underestimate, as it relates only to the impact of
environmental pollution and does not allow for the costs of soil degradation,
deforestation, desertification and other deterioration of resources. 51/

167. Many environmental risks stemming from economic production and consumption
cross national boundaries and some are global in scope. Although the activities
that give rise to these risks are concentrated in a few, mostly industrial
countries, the risks are shared by all countries whether they benefit from these
activities or not, and most countries have little influence on the decisions that
affect these activities. These risks include harmful effects from hazardous waste
and from increasing concentrations of carbon dioxide and chlorofluorocarbons in the
atmosphere, as explained in the following sections.

1. Hazardous wastes

168. For many toxic substances and chemical wastes, 58/ neither destruction nor
permanent safe seclusion from the environment is possible. Not all existing
removal facilities are able to abate wastes without any further risks to human
health and environment. Dump sites and surfaces impoundments may release toxic
substances through leakages into the soil, aquifers, and surface waters. Even
lined dump sites are endangering aquifers in the long term. Mixing different kinds
of chemical wastes can magnify the hazards to health and well-being. Technologies
of mixing hazardous wastes with household wastes and their dumping have led to many
serious incidents of underground pollution but are nevertheless still practised in
many countries. Incineration can effectively destroy organic wastes, when
performed under controlled conditions. But it can generate highly toxic residues
that have to be disposed of. Waste incineration is also responsible for some toxic
air pollutants.

169. Developing countries produce, import, apply and dispose of hazardous
substances on an increasing scale. Many of them suffer from a lack of capacity in
data collection about toxicity and for the safe handling and/or managing of
hazardous wastes, combined with inadequate awareness of the nature of hazards.

170, After decades of uncontrolled dumping, industrialized countries and increasing
numbers of developing countries have discovered that the cost of ignorance and
neglect is high. The "Super-fund" clean-up programme of the United States, for
example, will cost $US 8.5 billion for the period from 1986 to 1990 and the
eventual cost of clean-up activities in the Netherlands could be as high as

$US 5.6 billion.

171. A reduction of waste generation at the source is the only reliable way to

achieve improved environmental quality. Despite some encouraging examples of
low-waste technologies and innovative measures by some companies, source reduction
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is still largely untried., Until now, the costs of pollution control in the United
States have amounted to only 1 or 2 per cent of total business costs,

172. Transboundary shipment of hasardous wastes is a growing, troublesome
phenomenon. In 1983, approximately 2.2 million metric tons made 100,000 border
crossings in Europe. Between 1982 and 1983, the amount of wastes shipped abroad
virtually doubled in Wes'.ern Europe. The frequency of transboundary shipment of
hagardous wastes from Ncrth to South is likely to grow as well, as developing
countries may accept haiardous wastes in return for hard currency or needed
industrial goods. It is extremely difficult for national regulatory bodies to
ensure that the wastes are properly handled and disposed of. Once wastes cross
national borders, they are subject to varying and, at times, conflicting
regulations. The exporting of hasardous wastes to countries willing to accept them
also weakens domestic economic systems of incentives for reduction of wastes at
source. Moreover, it transfers the risk involved to the importing countries
without necessarily transferring the knowledge or managerial capability of dealing
with them. Transboundary transfer of hasardous wastes may thus often magnify such
risks. 59/

173, Major technical and regulatory measures need to be introduced, especially in
the developing countries, in order to ensure safe handling and/or managing of
hagardous wastes. These should include: promulgation of procedures and methods,
such as environmental impact assessment, to evaluate alternative means and sites of
waste disposal and to take into account the implications of importing such wastes;
building up environmental assessment and management capabilities, to ensure control
and safe disposal of hasardous wastes.

2, Greenhouse gmseg and climate change

174. Increasing concentration of certain trace gases may cause significant
increases in the earth's temperatures over the next 50 years. If such increases
occur, they would entail major ecological, economic and social consequences. Since
the likelihood of such global warming is high, and the causes behind it are known,
it needs to be managed carefully in order to minimize its likely adverse impacts on
human welfare.

175. Solar radiation abgsorbed at the earth's surface is re-emitted as infrared
radiation, most of which is first absorbed in the atmosphere, and then partly
radiated back into space. The dynamic interchange of infrared radiation between
the earth's surface and the atmosphere is controlled by "greenhouse gases", which
abgorb the radiation. Among these, carbon dioxide is quantitatively the most
significant, Others include methane, nitrous oxide, methyl chloroform, ozone,
chlorofluorocarbons, carbon tetrachlorides and carbon monoxide. The concentration
of carbon dioxide in the atmosphere has increased by about one quarter since
pre-industrial times, and is likely to increase by a further 30 per cent during the
next 50 years. By the year 2030, the combined effect, in terms of global warming,
from trace gases other than carbon dioxide will be equal to that caused by the
latter, which would effectively double the rise in temperature caused by carbon
dioxide alone.
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176. About 95 per cent of the global carbon dioxide released by energy use and
other human activities arises from the combustion of fossil fuels (about 5 billion
tone of carbon) in the northern hemisphere. 60/ Forests and other components of
the world's biomass are currently releasing 1 to 2 billion tons of carbon annually,
of which nearly 80 per cent is due to deforestation. Annual emissions of carbon
dioxide due to fossil fuels may runge between 7 and 13 billion tons of carbon in
the year 2000, (and between 10 and 30 billion tons in 2030). §1/ Virtually all
production of chlorofluorocarbons takes place in the industrialised countries;
although their use for aerosols declined from 432,000 tons in 1976 to 219,000 tons
by 1984, other uses rose from 318,000 to 427,000 tons., 62/

177. Records of temperatures in the northern hemisphere indicate that the average
temperature has risen by about 0.5° C over the past 120 years. While considerable
uncertainty remains about the expected increase in the earth's average temperature
by the year 2000, the most likely values for the expected increase are in the range
of 1.5° C to 4.5° C. Such an increase is enough to have a major impact on climate,
since temperatures averaged over the globe over a year contain siseable local and
seasonal variations. Temperate sone winters would tend to be shorter and warmer,
and summers longer and hotter., Warmer earth would mean higher evaporation rates
and a consequent increase in rainfall, Temperate winters may be wetter but summers
drier; and the tropics would become wetter, while the sub-tropics could become
drier.

178. Climatic change could exacerbate existing problems, such as drought,
desertification and soil erosion, and worsen the prospects of sustainable economic
growth for many countries. Further, it could shift agriculture polewards, reduce
forest cover, expand deserts and grasslands, undermine subsistence agriculture on
marginal land, increase the incidence nf floods, and disrupt ecosystems. Higher
carbon dioxide levels can increase the size of plants, while their food quality may
deteriorate, and agricultural pests could become more damaging in a carbon-rich
environment. Inter-cropping with legumes might become more beneficial in an
environment with higher carbon dioxide levels. The use of synthetic fertilizer
might become more costly yet more essential if soils ara not to be depleted of
their nutrients. Regrettably, the predictive capabilicies uf available models do
not allow for accurate forecasting of climatic conditions.

179, Another consequence of global warming would be expansion of the oceans and a
consequent rise in sea levels. A globa! warming of 1,5 to 4.5° C would lead to a
sea level rise of 20 to 165 cm, with a middle-range temperature rise producing a
sea level about 80 cm higher. Since nearly one third of the world's population
lives within 60 kilometres of a coastline, this would profoundly influence
habitation patterns, agriculture and industry. Moreover, further warming would
take place at the rate of 0,3° to 0.8° per decade in the absence of determined
efforts to reduce the factors giving rise to thv gqreenhouse effect, i1eading to
major changes in surface temperatures by the middle of the next century.

180. Achieving siguificant reductions in emissio.'s of carbon dioxide can be
accomplished by pursuing five policies:

(a) Reducing fossil fuel use through increases in end-use energy efficiency:;
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(b) Shifting the fossil fuel mix towards natural gas, which emits about
40 per cent less carbon dioxide than coal to obtain an equivalent amount of
electricity;

(¢) Replacing fossil combustion with alternative energy technologies (see,
for example, sect, VII.B);

(d) Eliminating net forest 10ss by more careful management of development in
forest areas and by large-scale reforestation;

(e) Removing carbon dioxide from the flue gas of thermal power plants (which
account for 15 per cent of carbon dioxide emissions) for disposal in the deep ocean,

181, Current estimates indicate that, if used to remove 90 per cent of carbon
dioxide gas, this last policy could double the cost of producing electricity. This
suggests that government support for the rapid development of alternative

technologies, in particular, solar energy, may be highly cost effective in the long
run,

182, Vigorous application of some appropriate combination of the above-mentioned
policies could limit the speed of global warming to 0.1° C per year, a rate that
would make the necessary adaptation of global economic activity sufficiently
gradual as to be easily manageable., §3/

3. QDepletion of stratospheric ozone

183. Along with the chlorofluorocarbons, the increasing use of bromo-fluorocarbons
could also lead to a significant reduction in stratospheric ozone, accelerating the
incidence of skin cancer and other harmful effects of ultraviolet sunlight, which
the ozone couateracts., Stratospheric ozone arts as a filter for ultraviolet
radiation emitted by the sun. It also helps to regulate the earth's temperature.
Ozone levels in the atmosphere are affected by some highly reactive chemicals
containing carbon, hydrogen, chlorine and nitrogen, which accelerate the speed at
which ozone is broken down chemically. Atmospheric concentration of trace gases,
including nitrogen oxide, water vapour, chloroform, methane and chlorofluorocarbons
containing tihhese chemicals, has been increasing as a result of industrial

activity. Comnsequently, the ozone layer surrounding the marth is threatened,
particularly f:om rising levels of the chlorofluorocarbons. Depletion of
stratospheric o%one concentrations will mean, for example, increased exposure of
life on earth tc ultraviolet radiation, leading to increased incidence of sunburns,
eye damage, skin cancer and the aging and wrinkling of skin.

184, The trace gases that affect ozore levels are chlorofluorocarbons 11, 12, 113,
114 and 115, Halon 1211, 1301 and 2402, nitrous oxide, carbon monoxide, carbon
dioxide and methane. With the exception of chlorofluorocarbons, which are used
commercially, mainly in aerosols, as foam-blowing agents and in refrigeration, and
of the Halons, used among others as a fire-extinguishing agent, the trace gases are
produced both naturally and as a result of industrial activity. Relatively 'ittle
is known about the concentrations and rates of increase of most of these trace
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gases, but it is estimated that their combined potential effect of ozone
destruction amounts to about 25 per cent of that of chlorofluorocarbons 11 and 12,
A drop in total osmone concentration of 1.0 per cent is vxpected to increase harmful
ultraviolet radiation (UV-B) on the earth's surface by about 2.0 per cent. 64/ A

1 per cent depletion of osone would increase the incidence of skin cancer by about
2 per cent, and also would increase the incldence of skin intections. 65/ The
recent Montreal accord calls upon the more industrialimed signatories to reduce
production and consumption of chlorofluorocarbons by 50 per cent by the jear 1999,
It has been estimated that, without the accord, an additional 131 million cases of
skin cancer would occur among people born before the year 2075. 88/ Incroased UV-B
also has a tendency to suppress the efficiency with which the body'e immune system
functions. Further, plant r g ecies sensitive to UV-B, such as cotton, peas, beans,
melons and cabbage, would grow more slowly and, in some cases, pollen would fall to
germinate. UV-B can also damage plant hormones and chlorophyl and reduce the rate
of photosynthesis. For example, a 25-per-cent depletion in vsone levels would
cause a drop of 20 to 25 per cent in soya bean yields. Increaced UV-B levels would
also damage algae and aguatic ecosystems, perhaps leading to declines in fish
stocks. Depleted stratospheric osone would thus affect human and animal health,
agriculture and fisheries,

4. Major environmental issues relating to.land and water
(a) Desertification

185, World wide, it is estimated that 6 million hectares are lost to
desertification each year, and that two fifths of non-desert land in Africa risks
being turned into desert, as does one third in Asia and one fifth in Latin

America. §7/ Human and animal pressure. have accelerated the removal of vegetation
and consequent soil erosion. In 1984, the world's drylands supported 250 million
people, of whom 230 million were on lands affected by severe desertification, The
disturbance of the ecological system has decreased the infiltration of rainwater,
increased surface runoff, lowered ground-water levels, and caused the drying up of
surface water and lose of topsoil and soil nutrients. Under these conditions, a
drought will more quickly reduce food output and lead to famine. However, it
appears that political, economic and social factors are more important than low
rainfall in the process of desertification. In addition to the rapid growth of
human and animal populations and detrimental land-use practices, the cultivation of
cash crops on unsuitable rangelands has forced herders and their cattle onto
marginal lands, thus accelerating soil degradation and outright desertification.

(b) Reforestation

186, Tropical forests cuver about 1,935 million hectares, of which closed forests
are 1,200 million hectares, and 735 million hectares are open tree plantations, On
a global basis, the world's forests are disappearing at a rate of 15 million
hectares each year, with most of the losses occurring in humid parts of Africa,
Asia and Latin America. With the present rate of deforestation, about 40 per cent
of the remaining forest cover in the developing countries will be lost by the

year 2000, 68/ Tropical forests are being cleared for lumber and to make way for
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plantations, pastures and crops. In some countries, migration by landles: peasants
and other unemployed people into forest areas is encouraged, but after a few
harvests the soil is depleted. The main cause of deforestation under these
conditions is not simply population pressure but also problems relating to balance
of payments. The need for foreign exchange drives many developing countries to
export timber faster than their forests are being regenerated. Overcutting also
causes the loss of forest-based livelihoods, incressses soil erosion and downstream
flooding, and accelerates the loss of species and genetic resources.

187. Increased demand for agricultural land up to the year 2000 in the developing
countries may be in the order of 80 million hectares. Some of that demand will
probably be met out of present forest land. But many tropical soils are unsuitable
for continuous cultivation or intense grasing and such agricultural expansion may
cause ecological damage and loss of productivity. 1In some developing countries,
programmes of transmigration and settlement for farming and/or ranching in tropical
forest areas have already caused severe environmental damage, ernding long-term
food security.

188, In South and South-East Agsia and Latin America, deforestation in upland
watersheds often causes increased flooding, followed by extended periods of low
water flow during the dry season, with severe damage to soil productivity in
foodplains and valleys, In India, 20 million hectares are flooded annually, partly
as a result of upland deforestation. In the Ganges plain alone, flood damage
exceeds $US 1 billion annually, 69/ Tropical deforestation alsv causes soll
erusion and heavy silt loads in rivers and irrigation channels, undermining
agricultural productivity.

(¢) BSoll degradation

189. Rapid yrowtn of population, spread of cash crops, introduction of new
technologies developed in other ecological and socio-economic contexts. pressures
on earning foreign exchange and the vicissitudes of tne terms of trade for
agricultural exports, have disturbed the ecological stability of traditional
agriculture in many low-income countries. Inputs of irrigation, fertilizers,
pesticides, herbicides and new high-ylelding seed varieties are essential to
increasing food production in these countries.

190. Soil erosion by wind is serious in the arid parts of North Africa and the
Middle East, parts of South Asia and South America. A jrint Food and Agricultural
Organization of the United Nations (FAO)/UNEP assessment found that, in Africa,
north of the equato.-, 11.5 per cent of the total land area was aftected hy water
erosion and 22.4 per cent by wind erosion. In the Near East, 17.1 per cent of the
total area is affscted by water erosion and 35.5 per cent by wind ercsion. The
problem is caugsed in ¢ireat measure by inappropriate land use and cropping
patterns, In particular, the substitution of mixed cropping - which includes
plants or shrubs along with food crops - by monoculture, and the absence of proper
management of land and water, have caused significant soil loss.

/.ll




A/43/554
English
Page 82

(d) Hater management

191. All countries have deeply worrisome water resource problems. Supply
constraints are increasing, aggravated by droughts, depletion of aquifers and
deforestation, while the demand for water for irrigation, urban development, energy
generation and induatrial consumption is rising rapidly. In the world as a whole,
1,300 billion cubic ietres of water are used for irrigation every year; because of
evaporation and other losses, this requires that 3,000 billion cubic metres be
withdrawn from available supplies. 10/ Surface water and ground-water sources in
many areas are contaminated by nitrates and pesticides used in agriculture, by
urban runoff and by seepage from waste-disposal sites. Greater effort is needed to
asseds and implement more effective combinations of pollution prevention and
clean-up in order to maintain adequate water quality. Water resource management
has a major international dimension, as there are some 200 internationally-shared
river basins and a large number of regional seas.

192, Some 40 million hectares of irrigated area are either waterlogged or suffer
from excessive salinity, or both, Salinigation may be removing as much land from
production as is added by irrigation, Irrigation has greatly improved farm
productivity in areas of uncertain or inadequate rainfall and has been responsible
for the adoption of high-yielding varieties in many developing countries.
Irrigation hes to expand considerably in order to inorease food production in most
low-income food-deilcit countries. Yet, inappropriate irrigation has wasted water,
polluted ground wate), and damaged the productivity of nillions of hectares.
Similarly, uncontrolled extraction of ground water for :irrigation has depleted
aquifers in Asia and Africa, laying waste pastures and cropland,

193, Acidification of peat soils in coastal areas occurs when the ground-water
table is lowered and the sulphides in the soil are exposed to the air, causing the
production of sulphuric acid, This drastically reduces crop and fish production
when aquaculture is practised along with farming as, for example, along extensive
coastal areas in South-East Asia.

C. Human settlemants

194, Social progress and sustainable economic growth require an efficient spatial
and administrative system of human settlements, which provides the concentration of
infrastructure and buildings where people can live and work with some degree of
safety, comfort and efficiency. Increased invertment in shelter, infrastructure
and related services can be a major source of economic growth. Construction
accounted for 62 per cent of gross fixed capital formation in 1985 in the

53 developing market economies for which data were available, and for 57 per cent
in 25 developed market economies. Approximately one third of the construction was
devoted to housing, and two thirds to non-residential buildings and other
construction (cee table 24). For most developing countries, construction based on
appropriate technologies and standards requires litile imported material. Using
inputs that are primarily domestic, including semi-skilled and non-skilled labour,
it can provide a degree of insulation from external economic shocks and can be used
as a macro-economic policy instrument to stabilise economic growth. Although most
human settlements investments do not generate foreign exchange directly, they can
contribute to the overall productivity of the economy. including the export

/l!l

13




A/743/884¢
Engligh
Page 83

-uUOTIONIISUOO Te303 snurk (Juad 1ad o) uoriewsoy Te3tded paxi3j ssoib Te303 stenb3y /2
-juswRao1deT puey pue ain3dnijzseajur buripnioux /Q
“S3TIIUNCO TENPTATPUT Y3 UT uotriewrol teardeo paxty ssoib Lq pajybram aize sabejuadiad Jnoab Lijunody /e

-3juamzedag 9yl JO ID213IJ0 Tedr3istiels ay3l Aq payrdwmod
ejep X13unco uo paseq ‘SITeJIVY TeTO0S puB OTEOUCDF TRUuOTIPUIIIU] JO Juaeyiedag ‘Suolliey pa3ltTun 33DINOS

X 4 ov ™ LS 09 6S €€ SE 9¢ £ 114 fard S3TWOU0DD
33y1ew parloTaaaq
SIT IJUNOD
8€ 8€ 0S 79 79 0s oF 8v (43 [£4 9T 9z padoT3a3p 3sed]
SIT IJUN0O
8¢t ov (1 2 Z9 09 09 v ir (2 4 r4 4 (i T4 0z butdoT3aap ‘Te30L
oy 6¢ 4 4 ¥o 19 09 9¢ LE LE [ 44 0z £z 219ydsTwaY uIIISIM
Ly €€ 43 zs L9 Ss9 13 1§ Z 9y 3 9z (114 uelURIIIITPIN
o€ Lz 9t oL €L ¥9 44 Sy 8¢ Lz :74 0t eISY 1SoM
3 4 Ly S GS €S 9 6t oy 1€ ST €T G1 S19Y30
134 s 14 LS 6V 1s 15 vE LE 6T 9T 121 S3TI3UNOD
paziierxasnput
-A1m3u e1sy ased
Ly Ly Lt ts (A €9 { 43 LE 0S 81 91 €1 eisy yanos
Sy :1 4 % 4 sS ZS LS LE LE £V 81 ST ¥ eISY 3ISed pue yinos
Sy 8¢ 62 Ss Z9 17 09 0sS €S 0z 4 oz eDI1jV ueIeYRS—QNS
Sy Ly i 44 SS Zs 95 SS SS sy St 4 ST edTIIY YIION

satriuncd Hutdoraaaq

S86T 0861 0L6T S861 0861 0L6T __ _Sse6l 0861 oL6T SB61 0861 0L6T dnoizb Kx3unod
/2 °039 UC{3IONIISUOD TeIoL /9 sia3q30 pue sburpring sburpTIng TeT3UVIPISIAY
‘sSaTqeInp 13oNpPoi1g TeTIU3PTS2I-UON

/e uotjewio3y tjeatded
paxt3 sso1b jJo abejusoiad Se JUSERSIAUT J9U30o pue UOT3IDONIISUOD) “§Z ITqel

/'||



A/43/554
English
Page 84

sectors, and should not be ranked so low, as they have been in most developing
countries, relative to conventional import-substitution or export-promotion
programmes. Transforming the rural economy from one of traditional subsistence
agriculture to a diversified rural sector that produces for national and
international markets requires a supporting system of human settlements.
Intermediate-sized towns can efficiently provide services for a moderniszed rural
economy and process some agricultural commodities, with increased employment
opportunities for rural emigrants.

1, Irends in the growth and function of urban areas

195. Urban population has been growing faster than total population in &ll parts of
the world, especially in the developing countries, and this trend is expected to
continue through the 1990s and beyond (as discussed earlier, in se.tion IV),
Although the very lerge so-called "megacities" in developing cocuntries show some
signs of decrease in their growth rates, their populations are rapidly passing the
levels of many of the largest urban areau in the developed countries. The rate of
population growth in large cities (i.e., those with a population of 2 million or
more) in the developing countries is on the average 10 times the rate in the
developed countries, due to the higher rate of natural increase and more rapid
migration into those cities. 1In 1985, there were 99 cities or urban areas in the
world with over 2 million residents; 30 had a population of 5 million or more and
12 had 10 million or more. By the year 2000, the number of urban areas in the
world with over 5 million inhabitants is expected to reach 48, of which 37 will be
in the developing regions (see table 25)., There is little evidence to indicate
that the largest projected "megacities" will be technically unmanageable, despite
fears to the contrary. Nevertheless, revised policies and administrative
mechanisms for urban expansion and operation are badly needed to improve, or at
least to maintain, their efficiency and livability.

Table 25. Urban areas with more than 5 million

inhabitants, 1970-2000
Number of urban areas with more Percentage of total urban
———than 5 million inhabitants --—population in such areas. .
Developed Developing Developed Developing
Year World countries countries a/ World countries countries a/
1970 20 9 11 12.4 12.3 12.5
1985 30 10 20 14,2 12,1 15.8
2000 48 11 37 17.0 12.0 19,5

Source: United Nations, Department of International Economic and Social

Affairs, based on Ihe Prospects of World Urbanization. Revised ss of 1984-85,
New York, 1987 (United Nations publication Sales No, E,87,XIII,3), table A.9 and

table 2.
a/ Including China,
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196. Within urban areas, the rate of population increase, in both developed and
developing countries, appears to decline as the sise of agglomeration increases.
Tle rate of growth of urban agglomerations of over 2 million inhabitants generally
exceeds that of the total population, but not nucessarily that of the total urban
population. Taken together, the four largest agglomerations (10 million plus) in
the developed countries, namely, Tokyo/Yokohama, New York, London and Los Angeles,
had an average annual growth rate of 0.61 per cent in the period from 1980 to 1985
and an expected growth rate of 0.37 per cent between 1985 and 1990. In contrast,
the growth rates of the total urban population in their countries (Japan, the
United States and the United Kingdom) are 1.9 and 1.5 per cent for the twoc periods,
respectively. In the developed countries as a whole, the total urban growth rates
are 0,99 per cent in 1980-1985, and 0.89 per cent in 1985-1990.

197. In the developing countries, the eight agglomerxations with 10 million or more
people in 1985 - namely, Mexico City, Sao Paulo, Shanghai, Calcutta, Buenos Aires,
Rio de Janeiro, Seoul and Greater Bombay - had an average annual growth rate of
3.9 per cent between 1980 and 1985 and an expected growth rate of 4.0 per cent in
the period from 1985 to 1990. The total urban population in the six countries
containing these eight cities grew at 4.1 per cent annually from 1980 to 1985 and
was expected to grow at 4,02 per cent between 1985 to 1990, compared with

3.38 per cent and 3.42 per cent in the developing countries as a whole. The same
pattern holds for the agglomerations with 5 to 9.9 million inhabitants (6 in the
developed countries and 12 in the developing countries).

198, The demographic trends associated with urbanisation and rural-urbun migration
should be interpreted not simply as population phenomena but also as changes
propelled by changing economic priorities. Most developing countries are rapidly
changing from a predominantly agrarian economy to an economy in which urban centres
will play an incressingly predominant role. On the average, over 70 per cent of
GDP in developing countries already is generated by towns and cities, 71/ and this
figure is expected to increase somewhat by the end of the century. 72/ At the same
time, the agrarian economy is shifting to more market-oriented production, using
modern technologies, and the growing presence of foreign firms generates direct and
indirect demand for urban services that meet international standards,

199. The decline of traditional sectors of industry in the predominantly urban
economies of many developed countries has led to deterioration of the fiscal bese
and the vocial and physical environment in many of their older cities. At the same
time, fiscal incentives and new communication and information technologies have
reduced the traditional advantages of large cities as locations for economic
activity and large numbers of affluent workers and retired people have moved to new
smaller urban centres that offer advantages of climate and amenity. Thus, the
shift towards a service and high-technology economy has been accompanied by the
location of most new economic activity in the suburbs and small and medium-sized
cities. This is producing large shifts in the geographic structure of the
population and in the age structure of the urban population.

200, Continuation of the trend towards dispersal of settlements seems likely, and

this trend will not necessarily be restricted to industrialized countries while the
infrastructure is not likely to be in place for this to have a dramatic influence
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in the developing countries by the year 2000, if renewable-energy technologies
become more practical, they could allow the development of new settlement patterns
to accommodate the rapidly increasing urban population in the developing countries,
and the decay of older urban centres could become a preoccupying policy issue ir
the future.

2, Housing conditions 73/
(a) Developed market economies

201. The quantity and quality of housing is generally satisfactory in most of the
developed market economies, where a rough degree of parity has been attained
between households and the number of dwellings. Housing conditions have markedly
improved in all of the developed market economies since the end of the Second World
War. The rate of housing construction has been higher than population growth and
household formation, with the result that the scarcity of dwellings that existed
after the War has almost completely been eliminated. By 1985, most of the
developed market economies had over 400 dwellings per 1,000 inhabitants. As
housing shortages became less of a problem, most countries shifted gradually from
quantity to quality objectives in housing policy. 14/ There exist some differences
between countries in terms of social access to adequate housing. In some
countries, virtually the entire population is adequately housed and social-mix
objectives have been largely attained. 1In other countries, some families are
"overhoused" while others are in desporate need. Disgtortions created by
restrictive legislation and certain tax relief measures huve aggravated the
situation.

202, In countries where there are still shortages of good quality housing, as in
some large cities of the Mediterranean region and in Japan, new construction
accounts for the bulk of housing investment. In others where there is an adequate
supply of standard housing, in particular, in several of the Nordic countries,
investment in the maintenance and modernisation of the existing stock exceeds that
of new construction. Infrastructure needs have also gained more attention in
recent years, such as the improvemcnt and repai: of aging systems in much of Europe
and the expansion of insufficient networks in Japan. An acute shostage of
inexpensive rental accommodations has also emerged in some large cities.

203. During most of the post-war period, per capita incomes rose more rapidly than
housing costs. Income-maintenance schemes also helped to assure most households of
a steady disposable income over their lifetime, and access to home ownership was
made easier through housing finance innovations, tax relief measures and, in some
countries, the large-scale production of homogeneous, moderate-cost, suburban
housing. In the 1970s and 1980s, however, costs of housing and financing have
outpaced the rise in household incomes in some countries, and high unemployment
levels in many countries have made growing numbers of people dependent on
government assistance to ensure that they are adequately housed. Post-war
prosperity and welfare support mechanisms have encouraged the formation of smaller
households, such as those consisting of elderly persons and single-parent families
who had not previously been rrone to living alone. More recently, however, many of
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these households have had lower incomes relative to housing costs, increasing the
number of people with affordability problems in some countries. Such changes in
household composition and incomes have increased the demand and need for a greater
supply of inexpensive accommodation in a number of countries.

204, The construction of new dwel.ings is expected to continue to outpace the
formation of new households in the 1990s (see table 26), but many low-income and
even moderate-income households will face increasing difficulty in finding
affordable housing, in particular, in large metropolitan centres with high costs
for land and construction, and in cities of various sizes where rent controls and
other development restrictions discourage the production of new, moderate-priced
housing. Rent control and home-owner tax relief measures could be largely replaced
by direct subsidies to low-income households for a more efficient and equitable use
of public funds and the housing stock. Tax allowances might be limited to
first-time buyers for the first several years only. The revenues obtained by
limiting tax relief for homeowners could pay for the direct subsidies given to
needy occupants of rent-deregulated premises. Such reforms could slow the rate of
growth in housing prices and reduce distortions in housing investment by placing
the returns on investment on a more even footing with owner-occupancy housing, thus
inducing an increased supply of rental premises. Some tenants would move to
accommodations that better suited their current needs and circumstances, activating
the filtering-down of the older, formerly regulated rental stock. This would
facilitate labour mobility and help to meet the residential needs of low-income
households and some of the homeleess.

(b) Centrally planned economies of Europe

205. iIn most of Eastern Europe and the Soviet Union, housing conditions are much
better than they used to be, Since the end of the Second World War, the centrally
planned economies of Europe have invested up to 5 or 6 per cent of net material
product in nousing in order to meet the needs of rapid urbanization and
industrialization, to replace substandard housing and to replace residential stock
destroyed during the War. As a result, over 85 per cent of the population o the
Soviet Union and two thirds of the population of Hungary, to take two examples,
live in accommodations built after the War. By 1985, all but two of these
countries had reached a level of 300 dwellings or more per thousand inhabitants. A
few countries, in particular, the German Democratic Republic, have nearly achieved
their goal of housing all of their population adequately, whereas others have
waiting lists of various lengths for State-supplied dwellings and housing
co-operative units.

206, Despite this progress, however, insufficient housing is considered to be the
most pressing of social problems in those countries where housing has chronically
been in short supply. The absence of sufficient residential accommodation
manifests itself in overcrowding and the intergenerational sharing of premises,
which in turn are believed to contribute to lower birth rates and to the rise in
divorce among young couples., As the disposable incomes of households increase and
their expectations grow, complaints have become more frequent about the scarcity of
housing.
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Table 26.

permanent dwelling units per new household a/

1970- 1975- 1980- 1985- 1990- 1995- Number of 1980
Country group 1974 1979 1983 1989 1994 1999 countries population
(millions)
Developing countries
North Africa 0.26 0.56 0.78 0.78 0.80 0.85 3 67
Sub-Saharan Africa 0.15 0.11 0.10 0.08 0,07 0.07 8 159
South and East Asia 0,37 0.76 0.31 0.37 0.51 0.67 7 112
East Asia newly-
industrialized
countries 0.72 0.79 0.63 0.84 1,17 1,59 3 46
Others 0.14 0,37 0.09 0.07 0.09 0.09 4 67
West Asia 0.58 0.85 0.81 0.71 0.67 0.62 5 65
Mediterranean 1,11 1.06 0.95 0.91 0.99 1.10 4 68
Western hemisphere 0.26 0.25 0.28 0.24 0.26 0.32 18 221
Total, developing
countries 0.42 0.53 0.41 0.38 0.41 0.45 45 693
Least developed
countries 0.17 0,04 0.05 0.05 0.04 0.05 3 45
Developed market
economies, total 2.45 1.45 1.20 1.43 1.75 2.23 25 768
exc., South Africa 2,51 1,49 1.24 1.48 1.82 2,33 24 740
South Africa 0.37 0.24 0.26 0.19 0.19 0.20 1 29
Centrally planned
economies of
Europe 1.77 1.37 1.31 1.49 1.70 1,83 7 375

Sourcet United Nations, Department of International Economic and Social
Affairs, Copstruction Statistics Yearbook 1984, New York, 1986 (United Nations
publication, Sales No., E,86.XVII.20), and earlier volumes, and on United Nations,
"Egtimates and Projections
of the Number of Houselolds by Country, 1975-2000" (ESA/P/WP.73), annex tables 1

Department of International Economic and Social Affairs,

and 5,

a/ Calculated as the ratio of the sum of permanent new dwelling units
reported during the calendar years indicated, divided by the corresponding increase
in the total number of households,
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207. The improvements in housing construction, amenities and floor space per capita
achieved over the past several decades in part reflect the evolution of State
policies in sonnection with households' rising real incomes and expectations. They
are also ar outcome of the growing diversification that is being achieved in
housirg supply. That diversification, broadly defined, consists of State-supplied
rental accommodations, co-operative housing and individually owned dwelling units.
The options thereby provided have enabled the centrally planned economies to
enlarge the financial base of housing through increased use of family savings, in
accordance with the income levels of different population strata.

208, During the past few years, the above-mentioned countries have further
encouraged residential construction by enterprises, co-operatives and individual
means, but housing production has declined sharply in a number of countries during
the 19808. The burden of economic adjustment that has resulted from stagnating
growth, shifting terms of trade, external debt servicing and higher energy costs
has fallen largely on investment targets in housing and other sectors. With the
exception of the German Democratic Republic, all of these countries are trailing in
the construction of new dwelling units compared to the number of households formed
annually through marriages and divorces. The situation is more critical when the
backlog of accumulated demand is taken into account. The time spent on waiting
ligts for an apartment is about 5 years in Crechoslovakia, and ranges 4 to 10 years
in Hungary and from 15 to 30 years in Poland, according to national sources.
Waiting lists may overstate the demand for new construction, to the extent that
they contain small households occupying large premises and big families in small
flats. On the other hand, single adults wishing to split off from extended
families, and commuters living at the edge of major cities who would like to obtain
accommodations closer to the centrs, generally may not place their names on waiting
lists. In Bulgaria, the German Democratic Republic and Hungary, among others,
preferential housing allocation is made to young families with children, partly as
an inducement to reverse falling birth rates. Other groups with special needs,
such as the handicapped, are also often placed on shorter lists.

209, Despite large allocations of resources to the hiousing sector, housing deficits
have not been eliminated, 1In fact, the gap appears to be widening in most of these
countries, Uniform approaches to hcusing construction and subsidies appear to be
at the root of much of the problem. Some countries have introduced options
designed to make more use of the capacity and willingness of households to save and
supply self-help labour to obtain housing., Many households are willing to pay more
for housing and even to participate in its construction if they can obtain
accommodations more rapidly., The relatively successful implementation of these and
other policies suggests that their wider use over a number of years could greatly
reduce housing shortages. 75/

(c) Developing countries

210. The nature and scale of the housing problems in developing countries are
poorly understood. A lack of basic data on the number of existing dwelling units,
or on housing quality, tenure, and the number of units added to or retired annually
from the stock, renders any attempt at assessing housing conditions conjectural.
The limited available evidence suggests a decline in average shelter conditions in
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the past decade. In many cities, 40 to 50 per cent of the people live in slums or
squatter settlements, some of which have been growing at rates up to 20 per cent
par year, Approximately 1 billion people are estimated to live in very poor
quality housing, and this number may well double by the year 2000. Past
commitments by Governments to provide affordable housing have been eroded by
economic and financial difficulties in many countries, with resulting reductions in
public expenditure for shelter.

211, The construction of new permanent dwellings, 76/ in relation to the increase
in the number of households in a sample of 45 developing countries, has been highly
correlated with their levels of per capita income and investment. During the early
19808, che ratio in the low-income countries was less than one new permanent
dwelling for every 10 additional households; the ratio in the middle-income
countries was four new dwellings for 10 households, and in the higher-income
countries it was 9 for 10. Thus, about 90 per cent of the additional households in
the low-income countries had to double up in existing shelter or find new,
temporary shelter, typically in squatter settlements lacking adequate water supply
and sanitation. Although the situation in the higher-income countries was much
more satisfactory, their construction of permanent dwellings was not quite enough
to accommodate all of the additional households, nor to allow for replacement of
the oldest stock or for rural-urban migration.

212, In recent years, ronted housing has accounted for one guarter to two thirds of
the housing market of large cities in the developing market economies. It has
increased in response to increases in land values that prevent squatting and
inenxpensive owner-occupancy. In the worst cases, mostly in inner-city tenements,
several households share a single room, or alternate with one another in day and
night shifts. Local authorities are partly responsible for overcrowded conditions,
especially where they forbid informal construction yet enforce rent controls that
discourage new, authorized construction. Many housing banks and other public and
private financial institutions have been unwilling to devise new policies and
programmes adapted to the real needs and opportunities in the potential markets for
low-cost housing.

213, If present policies on informal huusing construction continue along with low
investment and economic growth, little increase in the ratio nf new permanent
authorized dwellings to new households is expected for the low-income developing
countries, and only moderate improvement (one new unit for every two additional
households), is projected for the middle-income countries by the late 1990s (see
table 26). With higher investment and economic growth rates, the supply of
permanent housing would improve for both groups of countries, compared to the
baseline projection, Lut still leave about 90 per cent of the new households in the
low-income countries without access to permanent dwellings. In the high-income
developiig countries, the outlook is much better, even with slow economic

growth, 117/

214. In view of the shortage and relatively high cost of officially authorized
permanent housing, developing countries will have to make better use of the
informal housing sector. Informal subdivisions have already gained a large share
of the housing markets in many Jdeveloping countries, typically supplied by
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dovelopers who illegally purchase and subdivide unserviced land at the urban
pariphery. Infrastructure and se:vices are usually not supplied until well after
many of the dwellings have bewen built, Despite the interim hardship, the delay
enables households to phase their expenditures in a more affordable way. Compared
“0 their previous living conditions, informal subdivisions provide more space and
privacy to both owner-occupants and tenants, and more infragtructure and services.
The quality of housing (shelter and related services) produced in the informal
sector varies with per capita income and government policies. Where policies are
supportive of the establishment and upgrading of informal housing, the quality
difference between authorized and informal housing is often small. Increased
security of tenure and public supply of water and other services have catalysed
substantial investment in informal land development and shelter. However, lack of
maintenance of infrastructure is a serious falling of many government-sponsored
upgrading procrammes.

215, As a general rule, owners spend much more on housing than renters at given
income levels. For many low-income home-owners, housing is less a consumer durable
than a productive investment for supplementary income, Opportunitiss to install a
small business or rent auxiliary units and expectations of growing house and land
prices and values gives a subgtantial premium to owner-occupancy. Since rapidly
rising land prices and faliing incomes make the transition from renting to
ownership far more difficult than it used to be, owner-occupant landlords have a
useful role in accommodating the rapidly growing numbers of urban poor. Whereas
large-scale absentee landlords sometimes exploit their tenants, owner-occupants
tend to have close social ties with the tenants who share their house, and are
usually more concerned with minimising tenant turnover than with maximising rents.

216, In the upgrading of informal settlements, if standards are set high and full
legal title is given, many of the poorest occupants sell out, or subdivide their
plot and sell part of it., Poor tenants may be forced out by higher rents, replaced
by households with higher incomes. Where service standards are low and a title or
lease is not provided, the cost of housing does not increase very much, nor is the
area improved enough to attract the middle class. Instead, limited upgrading
induces the residents to remain and to improve their dwellings to earn rental
income. The growing presence of middle-class households in informal settlements
and subdivisions is likely to induce government officials to take more initiative
in supplying and regularizing services,

(d) China

217, As in Eastern Furope and the Soviet Union, most of China's urban housing stock
is supplied by the Government, either directly or through government-owned
enterprises, Over 96 per cent of urban housing units have piped water and
electricity and 34 per cent have toilets, according to a survey conducted in 1985,
Typical shelter consists of one or two rooms per family, often with shared kitchen
and bathroom facilities. in the light of an estimated shortage of 14 million
dwellings in urban areas in 1982, China increased the share of housing from about
10 per cent of total State investment in the 1970s to over 20 per cent in the early
19808, Funds invested by enterprises accounted for 60 per cent of the total
investment in urban housing.
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218. Rents and utility charges have been gradually increased in conjunction with
price reforms, in particular, for households occupying more space than deemed
necessary. Revised policies seek to encourage households to invest in new dwelling
units, with payment responsibility typically divided about equally between the
State, the individual buyer and his employer. The high cost of energy has led
China to allow the use of light, weight-bearing clay bricks to supply the large
volume of building materials needed. Reinforced concrete materials are also

produced on a large scale, since they are easy to use and less expensive than steel
or wood.
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3. Policies for settlements development and management in
Qeveloping countries in the 199Ca

219, Because so much urban growth in the developing countries is still to come and
because community patterns are evolving rupidly, their Governments have a great
opportunity to revise their policies so as to promote more flexible and efficient
urban forms and functions. There is u noticeable trend towards decentralisation of
central-government powers and functions to lower-level administrative units. The
effectiveness of such arrangements requires adequate financisl resources and
trained personnel for these units., In some developed countries, it is felt that
many municipal services could be provided more cheaply and efficiently by the
private sector, and that government should not be involved directly in the
production of shelter, Many Governments are reconsidering their roles in the 1lig'it
of the potential contributions of the formal and informal private sectors,
community groups, co-operatives and non-governmental organisations.

220, In the past, training programmes concerned with settlaments in the developing
countries were aimed at public agencies that wanted conventionally trained
administrators, architects, engineers and public health personnel, and were based
on often inappropriate models from the industrialised countries. In many cases,
thie situation continues. 1In the 1960s and 1970s, training programmes began to
advocate that planners focus more on the intended beneficiaries of settlements
development and target their efforts so as to reduce inequities. 1In the 1980s,
budgetary const.'aints and growing concern with optimisation of resource use have
led to increased attention to cost-effectiveness, As settlements development has
gained increasing importance in national economic policies, the need to reconcile
national and regivnal policies with local planning and local initiatives has become
more urgent, The potential ro.. of the informal sector and self-help calls for
related modifications in training.

221. Governments can indirently improve housing conditions and can use the housing
sector to renew economic growth by encouraging rather than hindering informal
housing investment - by providing basic infrastructure and security of land tenure
to informal subdivisions and by removing rent restrictions from owner-occupied
housing. Such an approach could create work for the underemployed, stimulate
greater production of building materials, reduce housing capital-output ratios, and
lead to more efficient use of land and infrastructure, and could be paid for by the
residents themselves. By tapping the potential entrepreneucship, savings, and
other underused resources of the informsl sector, revised policies on shelter would

reduce the need to draw on formal-sector resources needed for other parts of the
economy.

VI. HUMAN RESOURCE DEVELOPMENT AND SOCIAL POLICY

222. Human resources have long been neglected in development strategies, or
approached in a piecemeal fashion. An emphassis on the development of human
capabilities is an approach to overall development which regards human beings
simultaneously as both the means and ends of ecrnomic and soclal policy. As the
following sections on education, health and socisl policy make clear, the need for
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progress in this area is not confined only to developing countries. It does,
however, have special relcvance for the developing countriss, since this approach
places considervable emphasis on local resource mobilisation and on participation as
an agent of constructive change, 78/

A. REducation

223, Fducation, especially primary schooling for literacy, is both a goal of
development and a means for achieving the interrelated goals of health, higher
labour productivity, more rapid GDP growth and the broader goal of social
integration, including participation in cultural and political affairs. The
proportion of illiterates among the adult population has steadily decreased, but
the absclute number has grown and therm is increasing concern about the functional
quality of literacy, and not only in developing countries. A population with a
high proportion of illiterates is poorly prepared to cope with modern technology.
Besides basic literacy and numeracy, schools shorld also teach some of the
knowledge and methods essential for participation in a moderu economy, inoluding
the agricultural sector, 19/ The more advanced levels of education are
increasingly important to enable individuals and countries to understand and
participate in the technological and administrative processes of the modern global
economy. In practice, most Governments have not given education top priority us a
development objective, However, some countries have made exceptional efforts and
reduced or even eliminsted illiteracy in a relatively short time, with very
irpressive results. At a time when great uncertainty prevails about economic
prospects for many specific investment projects, the role of education and human
capital formation in development stands out more clearly thun ever. 80/

1, Returns opn inveatment

224. The private rate of return to the investment cost of all levels of education

is normally extremely high, especially in the developing countries, reflecting in
part the government subsidization of education (see table 27). High private rates
of return explain the strength of private demand and political pressure for
education, which in turn have contributed to its rapid expansion in recent

decades., The social rate of retucn to all levels of education, although
consistently lower than the corresponding private return, is generally ano less than
average rates of veturn on fixed capital investments; using this criterion,
developing countries under-invest in education, especially at the primary level. 81/

225, Howaver, estimates of both private and soclal rates of return, based on
crogs-section estimates of private earnings streams, have to be treated with
caution. Earnings differences between people with different educational lavels may
be attributable to other individual characteristics, such as intelligence,
determination and social or political status, rather than or in addition to their
level of education. In so far as these are important, estimnated social rates of
return are biased upwards. On the other hand, such estimates may understate the
sociul value of various "externalities" that education may generate, such as
beneficiul effects of educated people on the productivity of those around them or
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Table 27. Ratuzns on investment in education. by
region, type. and . level
(Annual average, percentage)
Number of . Bocial Private
countries Reglon Primary Secondary Tertiary Primary BSecondary Tertiary
] North Afrioca,
Middle East
and developing
Europe 13 10 8 17 13 13
16 Other Africa 20 17 13 45 26 32
10 Asia 27 15 13 31 15 18
10 Latin America 26 18 16 32 23 23
45 Developing
countries 24 15 13 3l 19 22
15 Developed
countries .o 11 9 .o 12 12

Camame ke amaes me e evem e e e v—— - —— bt e w4 s e

Source:! World Bank, Financing Education in Devaloping Countries. an
Exploration of Policy Options (Washington, D.C., 1986), table 3, p. 7.
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on the uealth of thelr families and the power of education to enrich the
non~-aconomic aspects of peoples' lives. Further, to the extent that s country's
currency is over-valued and that investment in human beings uses less foreign
exchange than investment in machinery and equipment, the social rate of return on
educatlonal expenditures would be underestimated relative to these physical
investments. (This presumes that the educational system does not rely heavily on
expatriate teachers and high-cost construction using imported materials.)

2. Literacy. school enrolment and pex capita income

226, High illiteracy rates are in large measure a result of inadequate enrulment in
school, as well as the absence of large-scale adult literacy programmes in most
countries. In 1985, over 100 million children aged 6 to 11 were not enrolled in
the developing countries (excluding China and the Democratic People's Republic of
Korea)., This is considerably less than the 122 million not enrolled in 1970, but
the United Nations Educational, Scientific and Cultural Organization (UNESCO)
projects that the number of children aged 6 to 11 not enrolled will remain at over
100 million in 2000. The number decrease¢d in all regions between 1970 and 1985
except for the least developed countries (see table 28). For the age group 12 to
17, the number of out-of-school youth increased by 24 million between 1970 and 1985
and is expected to increase by another 23 million between 1985 and year 2000; this
increase (and more, a gross increase of 24 million) would be in Africa and South
Asia, while Latin America and the Caribbean should register a small decrease. The
proportion of out-of-school children (in the 12 to 17 group in the developing
countries) would decline from 54 per cent in 1985 to 46 per cent in the year 2000,

227. In the developed countries, the number of out-of-school youth would coatinue
to decrease., Moreover, the enrolment figures exclude part-time vocational
education, which is relatively important in some industrialized countries. 1In
addition, at these ages, most of the out-of-school youth in the developed countrlies
have completed primary, as well as a part of secondary education.

228, Children may be out of school (not enrolled) because there are not enough
places in schools within their reach or hecause their families cannot afford the
fees or the forgone income that the children cen earn. Drop-outs include many
children rejected by the school as failures or withdrawn by their parents, and
children who drift from being absent into being drop-outs, Some children do nnt go
beyond primary schoul because their parents regard basic literacy and numeracy as
sufficient school-based competences, and perhaps as conferring a right to gainful
employment. For others, places in second level education are not available; in
many countries this group is growing rapidly. Some children have not yet started
school but will enter later (e.g., six-year-olds in & system where the starting age
is seven). Finally, there are a few young people aged 17 or under who have
completed secondary school but have not been able, or have not. wanted, to enter
higher education.
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Tuble 28. Qut-of-achool youth
(Millioprs)
——Age group 6-11 —-Age group 12-17

Region 1970 1985 2000 1970 1985 2000
Developed countries 10 9 10 21 16 13
Developing countries as/ 122 107 106 162 186 209
Africa 34 31 37 35 37 49

Latin America and the
Caribbean 13 10 8 19 16 14
South Asia 75 67 64 106 133 145

Least developed

countries 25 30 37 24 32 42

Source: United Nations Educational, Scientific and Cultural Organisation, "A
Gummary Statigstical Review of Education in the World 1970-1984", ED/BIE/CONFINTED
40/Ref. 1, Paris, July 1986, page 73,

a2/ Excluding China and the Democratic People's Republic of Korea.

229, In addition to limiting their education and related opportunity to eventually
obtain higher-skilled, better-paid jobs, out-of-school youth in many countries,
both developing and developed, face a severe lack of any early employment
possibilities and the prospect of increasing competition from their better educated
peers., Based on special computations drawn from census samples, it was concluded
that, in five countries - Argentina, Braeil, Ecuador, Honduras and Panama - there
was a sharp increase in the proportion of young adults between the ages of 24 and
34 with post-primary education in the labour force, in all occupational categories
considered, between the early 19508 and the early 1980s. Although Colombia had
enrolment rates below the Latin American median during the period from 1960 to 1985
for the age group 6 to 11 and around the median for the age group 12 to 17, by the
year 2000, more than half of its total labour force - including the rural

component - are expected to have secondary or post-secondary education. This
results from an absolute decrease in tha number of men and women with primary
schooling (or less), beginning in the mid-1980s, at the same time as youths with
more education enter the labour force in rising numbers. 82/

230. Although the reasons for illiteracy and low school enrolment are complex, the
poorer countries generally have lower rates of school enrolment and higher rates of
illiteracy., Public funds to provide teachers and schools are lacking, and many
children drop out early, usually to work in low-skilled jobs, and tend to lose
whatever literacy they attained, because it is not used in their work or at home or
otherwise reinforced by any kind of literacy maintenance programme.
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231. Illiteracy rates have fallen considerably since 1970, but the number of
illiterate adults (persons aged 15 years and over) in the world has increased from
760 million in 1970 to 890 million in 1985, of which 870 million were in the
developing countries. 83/ Nine countries accounted for three quarters of the
total, India and China accounting for well over half (see table 29),

Table 29. Countries with 10 million or more illiterates

aged 15 or over in 1985
Illiteracy Number Percentage of

Country rate (per cent) (millions) world total
India 56.5 264 29.7
China 30.7 229 25,8
Pakistan 70.4 39 4.4
Bangladesh 66.9 37 4.2
Nigeria 57.6 27 3.0
Indonesia 25.9 26 2.9
Braseil 22,3 19 2.1
Egypt 55.5 16 1.8
Iran (Islamic Republic of) 49.2 12 1,3

Subtotal 669 15.2

Other countries 220 24,8

World total 88¢ 100,0

Source: UNESCO, "The Current Literacy Situation in the World", S8T-85/WS-9,
Paris, 1985, p.8.

232, The relevance of per capita income levels to a country's ability to reach high
levels of literacy is indicated by comparing the literacy levels of the different
groups of developing countries. By 1985, the higher income groups had reached
literacy rates of 85 per cent or more for adult males and 70 per cent or more for
females, while in the lower income groups, less than 65 per cent of the adult males
and less than 40 per cent of the adult females were literate. In the least
developed group, only 47 per cent of adult males and 27 per cent of adult females
were literate (see table 30).

233, The illiteracy rate, by major subregion, is highest in South Asia (73 per cent
for females and 46 per cent for males) followed by North and sub-Saharan Africa (69
and 63 per cent for females, 42 per cent for males) and West Asia (61 per cent for
females, 37 per cent for males), In the least developed group, it is 73 per cent
for fomales and 53 per cent for males (see table 30). Females have higher rates of
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Table 30. Adult illiteracy rates in developing dountries,
1970-1985, (illiterates as percentage of
population aged 15 and over)
—Feamale _Male Numher of

Country group §/ 1970 1980 1985 1970 1980 1985 countries
Developing countries
North Africa 84 73 69 56 46 43 5
Sub-Saharan Africa 85 75 63 66 54 43 41
South and East Asia 72 64 60 47 40 37 16

South Asia 82 75 72 55 48 46 6

East Asia newly-

industrialized countries 22 15 11 7 5 3 3

Others 47 34 28 26 19 15 7
West Asia 82 69 61 58 44 37 9
Mediterranean 48 37 29 21 13 10 4
W. ;tern hemisphere 30 22 18 24 18 14 27

Total, developing countries 67 58 53 46 38 33 102
Least developed countries 91 84 73 73 64 53 28
China and Asian planned
economies n.a. b/ 48 43 n.a, b/ 20 17 3

Source: Department of International Economic and Social Atfairs of the United
Nations Secretariat, based on country rates in UNESCO, "The Current Literacy
Situation in the World", ST-85/WS-9, Paris, July 1985, and Statistical Yearbook
1987 and earlier editions.

a/ Country group rates are weighted by the population aged 15 and over in
the individual countries.

p/ Data not aveilable.
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illiteracy than males in all of the developing regions; the difference is at least
20 percentage points in Africa and Asia, but much less in the East Asia
newly-industrialised countries and in Latin America and the Caribbean, and only one
percentage point in the developed regions. Illiteracy rates in the developing
countries were lower for the 15 to 24 age group (21 per cent for males and

33 per cent for females in 1985) than for the entire adult population, but still
high enough to indicats that adult illiteracy is likely to remain a major problem
in the 1990s and beyond, especially in the least developed countries, where the age
15 to 24 illiteracy rate was estimated at 42 per cent for males and 64 per cent for
ferales for 1985. 84/

234, Most of the developed countries have illiteracy rates of less than 5 per cent,
after several decades of universal primary education, and can be considered as
having eradicated illiteracy as a major problem, However, modern life is demanding
ever higher levels of literacy skills in all ccuntries, and many of the developed
countries are concerned with the pervasiveness of functional illiteracy.

235. Although a few low-income countries have achieved relatively high literacy
rates - typically those where significant development of primary education was
started several decades ago, as for example in Sri Lanka - and a few of the
upper-income countries still have low literacy rates, higher per capita incone
levels generally have allnwed greater expenditure on education and consequent
increases in enrolment and literacy rates. Many of the higher-income developing
countries reached gross enrolment rates of 100 per cent for primary school during
the 19708, and several regions have had gross rates above 100 per cent for males
and 90 per cent for females since 1980 or before 85/ (see table 31). In the
lower-income regions, dramatic increases in primary enrolment were achieved in the
19708. In the 19808, reflecting the variations in economic performance, the gross
enrolment rate in South Asia continued to improve, although the rate for girls
remained far below that for boys, while the rates for both sexes fell in
sub-Saharan Africa., This setback reflects diverse country performances: in the 41
sub-Saharan countries for which data were available, the enrolment rate for boys
fell in 12 countries and the rate for girls fell in 13, while remaining stable or
increasing in the others. In the least developed group as a whole, the enrolment
rate for girls increased much more slowly from 1980 to 1985 than in the 1970s, and
the rate for boys fell (from 72 to 69 per cent).
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3, Secoud and third level education

236. In relation to the official second-level school-age population (typically

ages 12 to 17), the numbec of students wnrolled in all types of second-level
education, increased from 33 pox cent for the world as a whole in 197C to

44 per cent in 1985, responding to the high rates of private and social return
noted above. Second levol gross enrvlment rates increased by at least

10 percentage points in most regions from 1970 to 1985, for males and for females,
but the increases were smaller in South Asia and the least developed groups. The
largest increasu.s (over 20 percentage points) were for females in North Africa,
West Asia and Latin America and the Caribbean, and for males in Africa and West
Asia (see table 32). The female enrolment rates in 1985 were higher than those for
males in the developed regions and in Latin America and the Caribbean, but
considerably below the rates for males in most of the other developing reqgions.

In sub-Saharan Africa, it was further below the male enrolment rate in 1985 Laan in
1970, In the least developed group, the second level gross enrolment rates have
increased very little (in percentage points), reaching only 10 per cent for females
and 20 per cent for males in 1985, compared with 6 and 15 per cent in 1970, 86/ 1In
extreme contrast, in three 2f the East Asian newly-iadustrialised countries. The,
surged from 33 to 88 per cent for females and from 49 to 93 per cent for males,
reaching the average levels of the developed regions.

237, The gross third level enrolment rate (gross enrolment divided by population
aged 20 to 24) increased from 9.5 to 12.8 per cent in the world as a whole from
1970 to 1985, All of the developing subregions achieved relatively large increases
from 1970 to 1980, and all of them increased at least moderately from 1980 to 1985,
with the East Asian newly-industrialized countries reaching an enrolment rate for
males significantly above the average in the developed regions (386 versus

33 per cent). The largest increases, by sex and type of country, wersa for males in
the East Asia newly-industiialized countries, from 11 per cent in 1970 to

38 per cent in 1985, and for females in the developed murket economies from 20 to
37 per cent (see table 33)., In North America, the rate for females and males
combined has been above 50 per cent since the middle of the 1970s, reaching

57 per cent by 1985, compared with about 30 per cent in the other developed market
economies, 28 per cent in the East Asia newly-industrialized countries, 20 per cent
in tre developed planted economies, 16 per cent in l.atin America and the Caribbean,
and less than 10 per cent in the other developing countries of Asia and Africa.

The disparity between the male and female enrolment rates in Africa and Asia
increased from 1970 to 1985; in Latin Ame.ica and the Caribbean, it narrowed
slightly. In most of the developed market economies, approximate equality in
participation was achieved by 1985; in fact, in North America, the female enrolment
ratio was 7 points higher than that for males.

238, Despite relatively large increases since 1970, the third level enrolment rates
remain extremely low for both males and females in sub-Saharan Africa and the least
developed countries, suggesting that the poorer regions will continue to lack
feople with the intermediate- and high-level skills needed to absorb naw
technologies from the developed regions and to generats appropriat< new ones
suitable to their aeeds. To some extent, low domestic enrolm~nt may be
supplemented by eniolment in foreign universities. In the early 19808, there were
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Table 32, Second-level gross enrolment rates, 1970-2000 a/
(Percentage)
Country Number of Female Male
group countries 1970 1980 1985 1990 2000 1970 19680 198% 1990 2000

Daveloping countries
North Africa 4 15 k) 42 43 49 32 49 59 60 66
Sub~-Sahatran Africa 41 3 11 14 14 4 9 20 29 29 30
South Asia 5 14 20 21 r1) 3l kY } 37 4l 4" 49
East Asia newly-
industrialized
countries 3 kK] 70 88 97 99 49 78 93 95 98
Other East Asia 7 20 21 k1] 41 49 26 38 4“4 46 83
West Asia 5 17 KT ] 39 39 42 37 56 59 59 62
Meditercanean 3 28 40 43 47 51 47 56 6l 64 68
Western hemisphere 24 26 42 48 49 LY] 27 41 45 46 4

Subtotal,

developing

countries 92 16 26 30 32 35 28 38 43 4" 47
China 1 18 37 32 41 57 30 54 4 53 67
Least developed 29 6 9 10 11 13 16 18 20 21 22
countries
Developed market 23 79 87 92 95 97 80 84 91 93 96
economies
Centrally planned 5 55 72 75 78 85 55 68 69 71 7
economies of Europe
World total 122 28 38 39 42 46 38 49 50 52 56

Source: Department of Internati..al Economic and Bocial Affaires of the United Nations
Secretariat, based on country data for 1985 or the most reccnt available year, and for the nearest
available year to 1970 and 1980, from UNESCO, Statistical Yearbook 1987, table 3.2, and earlier
volumes. The projections for 1990 and 2000 are based un the baseline scenario for country GDP

growth,

a/ Country group rates are averages of individual countries rates weighted by the

population aged 12

to 17.
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Tahle 33, Third=-level groas enrolment

rates, 1970-2000 a/

(Percentage)
Number of Female Male i

Country group countries 1970 1980 1985 1990  20v0 1972 1980 1945 1990 2000
Developing countries
North Africa 5 2.7 7.0 9.8 9.8 11.9 8.0 15,7 8.7 18,5 PV
Sub-Saharan Africa 4u 0,2 0.6 0.8 1.0 1.3 V.9 2,1 241 2,7 4.9
South Asia 5 2.6 3.9 4,2 5.4 7.2 H.U 10,0 g 12.% 14,4
East Asia newly-
industrialized
countries 3 4.0 7.8 17,9 20.4 24,3 11.2 a1 34, 41,3 45,6
Other East Asia 7 4.9 8.4 13.1 14.0 16,4 he% 0.5 16,4 16,1 18,7
West Asia 5 1.0 4.7 5,7 5,8 7.0 6.1 Y.b 10,6 0.4 11,7
Mediterranean K} 6.2 8,9 9.2 10,1 1l1.8 12,7 13.0 14.3 19,3 17.1
Western hemisphere 24 4,8 12,0 14,6 15,0 16,3 B.Y 15.9 17.4 18,0 19.4

Subtotal,

developing

countries 92 3.0 5.8 7.4 8,1 9.4 6.4 10,7 14.6 14,2 14.3
China 1 0.1 0.6 1.0 3.6 H,2 0.1 4,0 2.2 b0 10,2
Least devuloped 29 u.6 1.1 1.9 2.V 2.4 1.7 LI | 4.4 4,7 Y4
countries
Developed market 24 40,5 5.3 g, 2 8.0 40,6 2.6 39,2 19,4 19,7 42.1
economies
Centrally planned 1 21.5 21.0 21.2 22,1 24,2 PY I 19,5 19.4 20,8 21,1
economies of Eurnpe
World total 124 7.4 10,7 11,13 1.5 13.5 11.7 14,0 14.4 14.8 17,1

Suurcet Department of International Economic and Joclal Affairs of the United Nations
Secretarlat, baced on country data for 1985 or the most recent available year, and for the nearest
availab/le year to 1970 and 1980, from UNESCN, Statlstical Yearbwuk 1987, table 3.2, and earlier
vo)' wes. The projections for 1990 and 2000 arne based on the bhaseline seenario (ot country Ghi

qrowth,

a/ Country group rates are averaqes ot individual countries rates weighted by the

populatinn aqged 20-24.
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over 600,000 third-level students from developing countries in 50 host countries,
including 182,000 students from Africa, about 65,000 from Latin America, and over
385,000 from Asia (excluding Japan) and developing Oceania. §1/ The developed
countries attracted a large majority of these foreign students. For comparison,
domestic third level enrolment in the developing countries was about 25 million in
1985, including 1,9 million in Africa, 6.4 million in Latin America and the
Caribbean and 16.1 million in Asia (excluding Japan). 88/

4. Public sxpenditure on education

239, In most of the developing as well as developed countries, education is
financed and provided predominantly by the Government., In recent years, adverse
macro~economic conditions and an intensified competition for public funds have
reduced the ability of many Governments to finance expanding education, while the
willingness of households to pay direct fees for education has not been tapped. In
some countries where the population i{s growing rapidly, enrolment ratios in primary
schools have declined recently and might decline further. However, despite the
recent difficulties of adjustment, many countries have managed to sustain the
increase in enrolment, But primary school enrolment rates in many of the poorer
developing countries are still low, and it has become more expensive to provide
wider access to education and to combat illiteracy. £8/

240, For most of the world as a whole (124 countries), total public expenditure on
education represented about 5.6 per cent of GNP in 1985, compared to 5.7 per cent
in 1980 and 5.1 per cent in 1970, The percentage spent by the developing countries
was only 3.4 per cent in 1970; it rose to 3,7 per cent in 1980, and to 3,9 per cent
in 1985. 1In the least developed countries, it rose only marginally, from

2,8 per cent in 1970 to 2.9 per cent in 1980, and 3 per cent in 1785 (see

table 34). 1In sub-Saharan Africa, the stagnation in GDP ufter 1980 slightly
reduced the absolute level of public expenditure per capita (in constant 1980
dollary), from %21 in 1980 to $20 in 1¢85, after an increase from $16 in 970 20/
(see table 35), Ot these totals, capital expenditure was about 1 per cent of GNP
in the developed countries and about 0.4 per cent in the developing countries.
Total public expenditure on education as a share of GDP increased from 1970 to 1985
in most regions; but in the developing Mediterranesn, sharp declines in two
countries (Turkey and Yugoslavia) after 1980 carried the regional percentage in
1985 below ~he 1970 level, Substantial absolute reductions occurred from 1980 to
1985 in some of the other developing countries, but the levels in were 1985 still
well above those of 1970. Even with the decline in sub-Saharan Africa, after 1980,
spending per capita in 1985 remained well above the average levels in South Asia
and China, perhaps reflecting greater use of expatriale teachers in sub-Saharan
Africa than in Asglia.
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Table 34. Total public sducational expanditure as percentage
of gross national produgt
Country group a/ Number of countries 1970 1980 1985

Developing countries

North Africa 5 B.46 5.67 5.95
Sub-Saharan Africa 3/ 39 4.99 4.69 4.77
South Asia 5 2.54 2.73 3,33

East Asia newly-

industrialised countries 3 3,24 3.28 4.47
Other East Asia 7 3.1} 3.09 3,53
West Asia 6 3,82 5,22 5.62
Mediterranean 4 4.15 3,99 3.07
Western hemisphere 25 3.40 3,59 3.64

Subtotal, developing countries b/ 94 3.57 3.0l 4.09
China 1 1.80 2.50 2,90
Least developed countries 26 2,80 2.90 3.02
Developed market economies 24 5.34 6.05 5.94
Centrally planned economies of Europe 5 6.47 6.75 6.64
World total b/ 124 5.07 5.68 5.63

Sourcet: Department of International Economic and Social Affairs of the United
Nations Secretariat based on country data from UNESCO, Statistical Xearbook 1987,
table 4.1, and earlier volumes, and from the International Monetary Fund,

Goveromant Fioance § atisics Yearbook 1987, p. 98.

a/ Country group percentages are weighted by the gross domestic product of
individual countries.

b/ Excludes Nigeria, where 1970 and 1980 percentages were 3.3 and 6.6,
including non-federal expenditures, and the 1985 percentage (federal only) was 1.3,

/0.0



A/43/554

Englisu
Page 107
Table 35, Iotal public sducational expenditure. in
1980 United States dollars per CApita

Country group a/ Number of countries 1970 1980 1085
Developing countries
North Africa 5 70.58 82,71 87.31
Sub-Saharan Africa R/ 39 17.76 21.50 20.93
South Asia 5 5.11 6.55 8.98%
East Asia newly-

industrialised countries 3 36.96 72,63 126.07
Other East Asia 7 11,27 18.26 22.44
West Asia ] 133,77 218,34 192,12
Msditerranean 4 66.47 93.95 74.66
Western hemisphere 25 63.16 84.08 77.88

Subtotal, developing countries b/ 94 26,66 37.94 38.68
China 1 2.05 6.18 10.03
Least developed countries 26 5.65 6.54 6.67
Developed market economies 24 433,23 621,12 660.43
Centrally planned economies of Europe 5 109.44 170.43 187.99
World total b/ 124 109,05 145,55 149,23

Source: Department of International Economic and Rocial Affairs o. the United
Nations Secretariat bused on country data underlying table 34,

a/ Country group expenditure levels are averages of individual country
levels weighted by population.

b/ Excluding Nigeria, because available post-1981 data do not include large
non-feder.1 expenditures.
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5. Coata per student

341, The cost per student for education in Africa, compared with other regions, is
very high both in terms of operating cost ('current expenditure") per student and
in proportion to GDP per capita, especially for the second and third levels (see
tables 36 and 37), Although the cost per third-level student dropped from $2,900
in 1980 to 81,900 in 1985, it remained higher than in all the other developing
regions, even West Asia. Since pupil-teacher ratios are about the same in Africa
as in the other major regions, 21/ the high costs per student imply high average
costs per teacher, These costs are mainly for salaries and other benefits received
by the teachers and other personnel in the education system (60 to 90 per cent in
most of the developing countries). Two interesting exceptions are the United
Republic of Tansania and Bangladesh, where only about 35 per cent was spent on
teachers' salaries and benefits. In the United Republic of Tansania, an unusually
large share (30 per cent) was spent on teaching materiesls and scholarships (in
1979)) Bangladesh spent less than 1 per cent on these categories, but spent

31 per cent on "school meals and board" and other welfare services (in 1985). 92/

242, Future enrolment rates will depend on the evolving levels of spending

per caplta and cost per student for the different levels of education. Given the
relatively poor outlook {>r economic growth, especially in sub-Saharan Africa and
other least developed countries, it will be extremely important to limit growth in
per student costs below the growth of the student-age population and/or to increase
the share of GDP devoted to education, if they are to reach the goal of universal
primary school enrolment and adequate second-level and third-level enrolment to
provide the skills needed fcr economic and social development.
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6. Projection of enrolment txends

243. Estimates of first, second and third level enrolment rates for females and
males in 1990 and 2000, shown above in tables 31, 32 and 33, have been based on the
trends in enrolment and the relation between enrolment rates and GDP per capita
from 1970 to 1985, 93/ Under the baseline scenario for GDP growth from 1990 to
2000, the gross primary enrolment rate (including under-age and over-age enrolled
children, as noted earlier) would reach 100 per cent or more for boys and

90 per cent or more for girls by the year 2000 in almost all the subregions. 1In
sub-Saharan Africa, however, the average rate for girls would be only 76 per cent,
and the rate for boys, only 90 per cent. In the least developed countries the
rates would be only 62 per cent for girls and 76 per cent for boys. As the net
enrolment rates are likely to remain 10 to 20 percentage points lower than the
gross rates, there will still be very large shares and numbers of
primary-school-age children not enrolled in these groups of countries.

244, If GDP growth were accelerated to annual rates that were 1l per cent above
those assumed in the baseline, and if a normal proportion of the incromental GDP
were allocated to primary education, the grors enrolment rates in most of e
developing countries could be one to three percentage points higher than under the
baseline projections in 2000 (78 per cent for girls and 92 per cent for boys in
sub-Saharan Africa, and 65 per cent for girls and 78 per cent for boys in the least
developed couantries). To reach the goal of universal primary enrolment (a net
enrolment rate of 100 per cent) would thus require a considerable reallocation of
resources, based on current costs per student, especially in the least developed
countriss and other low-income countries. In sub-Saharan Africa, 15 countries
would have to spend an axtra 5.3 per cent of their baseline GDP in the year 2000
(in addition to the 8.5 per cent projected under the baseline) to increase taeir
gross enrxolment. raute for boys to 100 per cent (from the rates projected under the
baseline); 22 countries would have to speni]l an extra 2.7 per cent of baseline GDP
to reach 100 per cant enrolment for girls. Amonyg the least developed countries an
extra 4.7 per cent of baseline GDP would be required to reach 100 per cent gross
enrclment rates for boys in 15 couatries, and an extra 6.6 per cent for girls in
20 countries. As considerably larger increases would be needed to reach ne:
enrolment rates of 100 per cent, Governments will be under pressure to reduce the
cost per student 'n these countries, us well as to increase the total of public and
private funding for primary education.

245, In secondary education, most of the subregions would reach gross enrolment
rates of 48 per cent or more for males and 41 per cent or more for females in the
year 2000 under the baseline scenario (see table 32), But the average rates for
females would be only 13 per cent in the least developed countries, 14 per cent in
sub-Sahavan Africa and 31 per cent in South Asia; the average rate for males would
be only 22 per cent in the least developed countries and 30 per cent in sub-Saharan
Africa, though a more typical 49 per cent in South Asia, In the developed
countries as a whole and in the Easti Asia newly-industrializsd countries, the gross
enrolment rate for both males and females will be well over 90 per cent. (The
relatively low ratcs in the centrally planned economies of Europe are partly

attributable to the exclusion of part-time vocational education from the enrolment
statistics.)
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246, Although there are no internationally agreed targets for second level
enrolment rates, the increasing need in the modern economy for workers with at
least second level education suggests that a goal of 75 per cent for the gross
enrolment rate may be a useful benchmark target. (The corresponding net enrolment
rates and graduation rates would be gignificantly lower.) A 1 per cent faster
growth of GDP in the 1990s, in comparison with the baseline, would tend to increase
the secondary enrolment rates by about two percentage points in most regions in the
year 2000, but still leave many countries well below 75 per cent for males and
females. Among countries that would not reach 75 per cent for males by the year
2000, most could do 8o by spending an extra 2,6 per cent or less of their year 2000
GDP to increase second-level male enrolment. Similarly, an extra 4 per cent or
less would be needed for females in most of the 66 countries that would not reach
this rate under the baseline. In sub-Saharan Africa, an extra 10.9 per cent of GDP
in 30 countries would be needed for 75 per cent male enrolment, and an extra

14.3 per cent of GDP in 29 cuuntries would be needed to reach such a target for
females. The corresponding percentages that would be required in the least
daveloped countries are even more prohibitive: 26.8 per cent of year 2000 GDP for
males in 22 countries and 29.4 per cent for females in 22 countries. To the extent
that costs per student in these countries are high because of reliance on foreign
teachers, some reduction can be espected as an increasing number of the countries'
citizens receive anough schooling to qualify as second-level teachers. But the
trends in third-level enrolment, discussed below, suggest that such progress will
be quite limited during the 1990s.

247. The third-level gross enrolment rate for males (total university and other
post-gecondary enrolment 4ivided by population aged 20 to 24) would reach 10 to

21 per cent under the baseline scenario in the year 2000 in most of the developing
regions - 46 per cent in the East Asia newly-industrialized countries - but only
2.9 per cent in sub-Saharan Africa and 5.4 per cent in the least developed
countries (see table 33). For females the rate would be 7 to 16 per cent in most
regions, but only 1.3 per cent in sub-Saharan Africa and 2.8 per cent in the least
developed countries. A 1 per cent higher rate of GDP growth would tend to raise
the male and female enrolment rates by about half a percentage point in most
regions - which would be a relatively large increment in sub-Saharan Africa and the
least developed countries, but would still leave them with very low enrolment rates
compared to the other developing regions, To reach an arbitrary target of

10 per cent for gross third-level enrolment for males, 26 sub-Saharan African
countries would have to spend an extra 9.5 per cent of their year 2000 GDP, and

17 least developed countries would have to spend an extra 25.4 per cent, based on
current costs per student. To reach this target for females would require an extra
11.2 per cent of year 2000 GDP in 27 sub-Saharan countries and 21.8 per cent in

18 least developmd countries. These obviously prohibitive costs indicate that
third-level enrolment rates will not increase significantly in these countries
unless their relatively high costs per student are reduced, by making better use of
existing facilities and teachers and/or by relying more on enrolment in foreign
universities (financed mainly by foreign scholarships and part-time employment in
the host countries).
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7. Policy lssues of efficioncy and equity
(a) Cost and effectiveness of higher education

248. High costs per student for secondary and higher education have limited the
resources available for increasing enrolment rates in many developing countries.
The costs per student fnr second-level and third-level education are especially
high in sub-Saharan Africa, as noted earlier. The curriculum in many secondary
schools is focused mainly on the goal of preparing students for university entrance
in conventional academic subjects. Yet, in a growing number of developing
countries, university graduatas are encountering grea: difficulties in finding
employment in their fields, while there are shortages of adequately trained
technicians. Many developing countries have adopted systems of secondary and
university education from the developed countries - systems that emphasize
specialized academic subjects, even in programmes dealing with industry and
agriculture, at the erpense of more general training adapted to 1lncal
circumstances. 94/

249, The coat effectiveness of -ending students abroad for third-level education
(over 600,000 from thea developing countries in the early 1980s) is an open issue.
While it is probably less expensive, per student. than rapidly building up the
necessary physical facilities and importing foreign teachers, at least in small
developing countries and highly specialized fields, it contributes to the "brain
drain" the best secondary-school graduates of many of the developing countries and
to the related foreign exchange costs, to the extent that their expenses are not
covered by scholarships and employment in the host countries. 95/

(b) Private expenditures

250, In addition to the substantial share of GDP devoted to public expenditure on
education, private expenditure on education atcounted for another 1 per cent of GDP
or more, sometime during the poriod from 1980 to 1985, in 19 developing

countries. 96/ 1In several countries, the share was above 2 per cent, and in
Republic of Koraea, it was about 4 per cent in 1985 (5.8 per cent of personal
consumptiou}. While much of this private expenditure is ps;obably incurred by upper
income families for private schooling, including study in foreign countries, it
does indicate s willingness to pay that Governments may wish to consider as th.:y
seek additional resources to expand enrolment, in particular, in universities and
other third-level institutions, and perhaps in secondary schools as well, both of
which now prepare a fortunate minority of the populatjon, in most of the developing
countries, for reiatively high-income jobs, However, article 10 (e) of the
Declaration on Social Progress and Development calls for attainment of "the
assurance of the right to universal access to culture, to free compulsory education
at the elementary level and to free education at all levels”.

(c) Quality

251, Perhaps because of the rapid expansion of education in many developing
countries, its quality is low., In part this reflects a lack of early snvironmental
atimulation of children and the inadequacy of their health and nutrition. However,
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it also reflects the quality of teacher training and the strain on resources often
assoclated with rapid expansion of enrolment, such .s overcrowded classrooms, high
pupil/teacher ratios, lack of textbooks and ill-equipped facilities. In times of
fiscal restriction, expenditure on physical inputs is squeezed more than salaries.
In some countries there is also a problem of incentives. If the priority of pupils
and their teachers is to perform well in examinations in order to secure good jobs,
and if examinations test rote-learning, then repetition, memorisation and rigiad
book-learning are encouraged in the schools - the so-called "diploma disease".
Empirical research has suggested that in Brazil the social rate of return on
expenditure to improve the quality of primary schooling would exceed that on
increasing its quantity. Improvements in quality may be possible without raising
costs, e.g., through curricular and examination reform or less reliance on
seniority as the criterion for salary increases. Relatively small increases in
expenditures on training in leadership and management for head teachers and the use
of fees for additional textbooks may yield high returns. The involvement of
parente and communities may stimulate enthusiasm for educational improvements. 97/

(d) Drop-out and repetition 98/

252. The impressive increases in enrolment since 1970 relate to the input of
students into the educational system but leave unexamined the quantity and quality
of its output and its internal efficiency. Although the output of an educational
system is difficult to define, for primary education, possibly the main objective
is to make the pupils literate. To attain this goal, children must remain enrolled
and attend regularly for a sufficient number of years.

253. The point at which cessation of schooling becomes "drop-out”, and hence a
"problem", depends on the structure and the objectives of the educational system of
each country. In the industrialized nations, any drop-out taking place during
their 8 to 10 years of compulsory schooling is clearly considered to be a problem.
Even to leave school after having completed only this compulsory period is regarded
as undesirable in many countries, especially during the present period of high
levels of youth unemployment and also because a large proportion of these early
school-leavers often belong to socially disadvantaged groups. In developing
countries, the stress generally is still on achieving universal primary education,
and drop-out from primary education, in particular, prior to the attainment of
literacy, is a matter of serious concern,

254. In 85 developing countries, 15 per cent of the pupils starting school around
1982 and 1983 dropped out before reaching second grade, and only 75 per cent would
have reached fourth grade if the promotion, repetition and drop-out rates observed
at that time have continuea (which seems iikely, given the continuing economic
stagnation in many countries). The drop-out rates were particularly high in Latin
America and the Caribbean (36 per cent for fourth grade) and extremely high in the
Portuguese-speaking African countries (77 per cent), but comparatively low in six
Arab states in Africa (12 per cent) and in 30 developing countries of Asia and
Oceania (15 pei cent). 99/ The high drop-out rates suggest rather limited progress
in eradicating illiteracy in some developing countries, despite the rapid growth of
enrolment during the last 15 years. Although Latin America and the Caribbean had
gross primary enrolment ratios well above 100 per cent in 1980 and 1985, the
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region's production of literate children (as a percentage of their primary-school
age groups) may be about the same as in Asia and not much higher than in Africa.

255, In order to reduce drop-out rates, national education authorities should
consider to what extent they are caused by the failure of students to pass an
end-of-the-year examination, by a lack of teachers and facilities, by the level of
school fees in relation to family incomes, and other possible causes. The high
drop-out rate between the first and second grades in many countries deserves
special attention.

256, Before dropping out, many students repeat one or more grades. The percentage
of primary school enrolment constituted by repeaters shows wide disparities among
the developing countries. In Africa, this percentage ranged from 0 to 37, with a
median value of 16 per cent in the early 1980s. The range was somewhat lower in
the other developing regions, with median values of 12 per cent in Latin America
and the Caribbean and 7 per cant in Asia and Oceania, compared with less than

2 per cent in Europe and 0 in the Soviet Union and Japan. 100/

257, Considering that repeaters use resources that could be made available to
children who are not yet enrolled, more attention should be given to this issue.
Educators differ in their opinions of the benefits pupils may gain from repeating a
grade as opposed to being promoted automatically., There is little doubt that a
child having serious problems in assimilating the programme in one grade is likely
to continue experiencing dirfficulties if promoted to the next grade without some
extra assistance. However, it is not clear how repetition vill reduce these
problems if no special help is given. Where pupils are denied promotion on the
grounds of immaturity, the alleged benefits from repetition may not outweigh the
possible harm caused by being stigmatized as a '"failure",
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B, Hasalth
1. Trends in life expectancy and mortality

258, Health, like education, is both a goal of development and a means to achieve
the related goals of higher labour productivity and total economic output. The
simplest indicator of people's health is life expectancy at birth (i.e., the
average number of years a newborn baby can be expected to live if current
age-specific mortality rates continue). 1In the developed countries, it has
increased from 66 years in the early 1950s to 73 years in the early 1980s, while in
the developing countries as a whole it has increased from 41 to 57 years. The
largest regional increase was in Eaat Asia, reflecting a dramatic increase in China
from 41 years in the early 19508 to 68 in the early 1980s; in Africa it increased
from 35 years to 49, Life expectancy at birth is generally several years longer
for women than for men, especially in the developed countries: 76 years for women
versus 68 for men in the early 1980s; in the developing countries, it was 58 years
for women and 56 for men (see table 12, in sect. IV). The larger differential in
the developed countries reflects their lower maternal mortality rates. The only
area with a slightly lower life expectancy for women than for men is South Asia,
where it was 53.0 years in the early 1980s, compared to 53.6 for men.

259. Maternal mortality rates are a good indicator of the health situation and
status of women. It is the largest cause of death among women of reproductive age
in most developing countries. In less developed regions, there were 450 deaths for
100,000 live births around 1983, against 30 in developed countries. 101/ Since
tksse rates are higher in countries with high crude mortality rates, they should
follow the general trends of mortality and improve by the year 2000. But the wide
disparities among countries zre not likely to disappear, especially as the increase
of 1ife expectancy is expected to be slower in Africa, for example, which accounts
for 30 per cent of maternal deaths, as against 18 per cent of births.

260, In the past decade, there have been decreases in the infant mortality rate in
nearly 150 countries, but more than a quarter, representing 29 per cent of world
population, still have a rate above 100 per 1,000 live births, 102/ while the
average in the developed countries is about 18 (14, excluding South Africa).
Continued reductions are projected for the 19908, but the average for the least
developed countries is projected to remain above 100 during the period from 1995
to 2000, falling to 95 between 2000 and 2005 (see table 38). The International
Development Strategy's goal of reducing infant mortality rates below 120 per 1,000
live births by 1990 will not be met by an estimated 21 countries, and 58 countries
are projected to still have rates above the goal of 50 in the year 2000,

including 39 in sub-Saharan Africa. Similarly, the Strategy's goal of increasing
life expectancy to 60 years or more is projected not to be met by 49 countries in
the year 2000; 38 of these will be in sub-Saharan Africa, and 31 will be among the
least developed countries (see table 39).
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Table 39. Projected number of countxies with infant mortality rates
or life expeatancy not meeting the goals set in the
International Development Strategy for 1990 and 2000

Infant mortality rate =~~~ Life expectancy
Country group Above 120 in 1990 Above 50 in 2000 below 60 in 2000

Developing countries

North Africa 0 3 0
Sub-Saharan Africa 17 39 38
South and East Asia 4 9 8

South Asia 3 6 5

East Asia newly-

industrialized

countries 0 0 0

Others 1l 3 3
West Asia 0 4 2
Mediterranean 0 0 0
Western hemisphere 0 3 1

Subtotal, developinc countries 21 58 49

China and Asian planned
economies

Developed countries

Least developed countries 17 3l 31

Source: Department of International Economic and Social Affairs of the United
Nations Secretariat, based on country data underlying tables 12 and 38.
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2. Disease and mortality - prevalence of major types of disease,
and their impact on mortality 103/

261, The great majority of deaths, especially of children and older adults, have
some type of disease as their proximate cause., In the developing countries of
Africa and Asia, infectious and parasitic diseases (including certain respiratory
digeases) account for about half of all deaths, the majority occurring among
infants and young children, This group of diseases account for only one tenth of
all deaths in industrialiszed countries, where 50 par cent are from circulatory
diseases and 19 per cent from cancer., All developing countries list diarrhoea as
one of the most serious problems affecting the health of their child population and
one of the main reasons for contact with the health system. Diarrhoeal dehydration
can now be treated quite adequately with low-cost oral rehydration therapy, yet
some 3 million children still die from it esach year. )04/ 8ix major preventable
diseases of childhood - diphtheria, pertussis, neonatal tetanus, poliomyelitis,
measles and tuberculosis - together kill some 4 million children each year and
cause disability in 4 million more. These diseases have been selected as targets
for immunization in most conntries, but some still have not allocated the
relatively modest resources needed to provide this protection.

262, Mnlaria and tuberculosis remain major public health problems, with improvement
in some countries offget by deterioration in others., Malaria is an inportant cause
of child mortality, especially in tropical Africa. Efforts to control the disease
have been hampered by the emergence of mosquitoes that are resistant to the more
readily available insecticides and of forms of the malaria parasite that are
regsistant to drugs.

263, Many infectious and parasitic diseases can be overcome by improvements in
environmental and living conditionc and other preveative action. 1In India, where
45 per cent of the national health budget is used for control of malaria by
conventional methods, health offirials are enlisting villagers to carry out new,
environmentally safer ways to control malaria-bearing mosquitoes. 105/

264, Communicable and parasitic diseases have been greatly reduced in the developed
countries by improvements in sanitary conditions, nutrition, and health serviccs,
allowing for large decreases in premature death and relative growth of the older
age-groups. This maing of the population, togother with the changes in life-style
in industrialized societies, has contributed to the growing incidence of diseases
of the circulatory system, which are also a cause for concern in developing
countries. Diseases of the circulatory system are also estimated to account for

20 per cent of total invalidity. These diseases and cancer are difficult and
costly to treat, More emphasis is being placed on prevention through modification
of individual behaviour. Cigarette smoking, through its relationship to heart
disease, lung cancer, and chronic respiratory disease, is considered the most
important preventable contributor to mortality in developed countries. The rapidly
increasing number of older citizens in all countries will pressure health systems
to provide a broader variety of care in hospitals, chronic care facilities,
communities and homes, with the goal of enabling the elderly to stay healthy and
remain at home or nearby.

/...
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265. Viral and bacterial epidemics are still a threat, especially in view of
inadequate surveillance and preventive measures, and human disruptions of
ecological factors. Acguired resistance and natural insensitivity of
micro-organisms and other vectors to available drugs and pesticides have slowed
progress in disease reduction and increased the cost of control. Biotechnology is
being used to develop a nes generation of vaccines and will no doubt be used to
develop drugs that target specific organs and cells, reducing unwanted side-effects.

266. Acquired immunodeficiency syndrome (AIDS) and the entire spectrum of diseases
associated with human immunodeficiency virus (HIV) infection have rapidly emerged
as major global public health problems. By March 1988, more than 81,400 cases of
AIDS had been officially reported in the world, but the actual number is estimated
to be about 150,000. In addition, there is evidence of a pool of between 5 and

10 million infected but symptom-free carriers of the virus. The case fatality rate
among those who develop symptoms appears to be high, but many essential
epidemiological characteristics, including the natural history of asymptomatic
infections have yet to be elucidated. The enormous cost of caring for AIDS
patients threatens to divert resources [away] from other health programmes, with
adverse consequences for overall health and mortality. Consequently, educational
campaigns to prevent it from spreading are essential while the search for effective
treatment continues. (The relationship of AIDS to drug abuse is discussed in

sect. VI.C, below.)

267. Severe problems associated with cerebral disease or injury affect no less than
2 per cent of most populations, and neurotic and psycho-somatic disorders and
alcohol- and drug-related problems affect 3 to 7 per cent. More effective methods
of treatment to deal with alcohol and drug abuse prevention may, however, depend as
much on the resolution of economic, social and political problems as on progress in
medical technology. Severe mental disorders are also increasing with the aging of
the population in most industrialized countries, and psycho-geriatric problems are
claiming a significant share of resources for health care. World wide, it is
estimated that between 340 million and 480 million people are disabled as a
consequence of physical, mental or sensory impairment. To the extent that some of
these problems may be genetic in origin, advances in genetic research may provide
ways to prevent or cure them.

3. rition, w r 1

268. Adequate nutrition, safe drinking water and adequate sanitation are vital for
the prevention of serious disease and the maintenance of good health and high
labour productivity. In most parts of the world, nutrition has improved over the
past 25 years, as reflected in declining infant and child mortality rates and in
declining percentages of the total population suffering from undernutrition (see
table 40). But the improvements in child nutritional status in the 1970s ceased,
on average, in the 1980s. 106/ Some 100 million children under the age of five
show protein energy malnutrition; more than 10 million suffer from the severe form
that is normally fatal if not treated. 107/ The estimated number of people
suffering from severe undernutrition (with a basal metabolism rate (BMR) below 1.2)
in 89 developing countries increased from 320 million around 1980 to 348 million
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around 1984, and the number below 1.4 BMR increased from 475 to 512 million. (The
basal metabolic rate is the energy needed under resting and fasting conditions. It
varies with body weight and sex.) The proportiun of the population that is
undernourished fell in the early 1980s in South and South East Asia, West Asia,
North Africa and Central America, but there was no improvement in South America,
The proportion rose gharply in sub-Saharan Africa, which has suffered long-term
declining food availability per capita and increased malnutrition, as economic
stress and severe drought have contributed to the dsterioration.

269. Assuming that the recent pattern of income distribution and food consumption
in relation to per capita income continues, FAO estimates that the total number of
people suffering =.ute malnutrition will increase slightly, to 353 million (in

89 developing countries) by the year 2000, and the number below 1.4 BMR will
increase to 532 million (table 40). To reduce these numbers significantly, major
improvements will be needed in the "system” of income and food distribution in many
countries, as well as accelerated food production. 108/

270. The percentages of the population which have safe drinking water supply and
adequate sani:ation have increased considerably in many developing countries from
1975 to 1985, though variations in national interpretations of these concepts and
changes in the number of countries reporting on them to the World Health
Organization (WHO) limit the comparability of the data, both between countries and
over time. 1In 1985, 75 per cent of the urban population in 89 developing countries
and 42 per cent of the rural population in 91 countries had safe supplies of
drinking water, compared with 74 per cent of the urban population (in 76 countries)
and only 19 per cent of the rural population (in 69 countries) in 1975. 109/
Although the percentage served increased very little in the urban areas, the number
of people served increased greatly, as a result of the rapid growth of total urban
population, discussed earlier in section IV. The percentage of the urban
population with adequate sanitation increased from 51 per cent in 60 countries in
1975 to 59 per cent in 77 countries in 1985. In the rural areas, the increase was
from 11 to 15 per cent over the 1l0-year period. 110/

271. In 1985, the only groups of countries in which less than 70 per cent of the
urban population had safo drinking water were the least developed countries

(51 per cent) and South-East Asia (59 per cent) (see table 41). 1In contrast, less
than 50 per cent of the rural population had safe water in all cf the developing
subregions, except West Asia and the Mediterranean. The percentago of the urban
population with adequate sanitation in 1985 was more diverse, though the only
groups averaging less than 55 per cent were South Asia (33 per cent) and the least
developed countries (47 per cent), while the rural percentages were mostly between
15 and 30 per cent (see table 42),
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Table 40, Estimates of undernutrition in 82 developing countries,
1970-2000
1969-1971 a/ 1979-1981 a/ 1983-1985 2000
I. Below 1,2 BMR b/ Parcentage of population

89 countries 18.6 14.17 14.6 10.5
Africa (sub-Saharan) 23.5 21.9 26.0 20.3
North East/North Africa 15.7 6.7 5.6 4.6
Asiaw 19.5 15.6 14.3 8.7
Latin America 1.7 9.8 9. 8.0

No. of persons (millions)

89 countries 316 320 348 348
Africa (sub-Saharan) 63 78 105 137
North East/North Africa 28 16 15 18
Agiaw 190 191 191 155
Latin Anerica 35 35 37 43

II. Below 1.4 BMK .. Percentage of population

89 countries 27,0 21,8 21.5 15.6
Africa (sub-Saharan) 32.6 30.6 35.2 28.7
North East/North Africa 22.9 10.8 9.1 7.6
Asiaw 28.7 23.5 21.8 13.9
Latin America 1i8.5 14.6 14.2 11.6

No., of persons (millions)

89 countries 460 475 512 532
Africa (sub-Saharan) 86 110 142 194
North East/North Africa 41 25 24 29
Asiaw 281 288 291 246
Latin America 51 52 55 62

P

of the Fifth World Food Survey because some smaller countries of the World Food

Source:

66.

" Excluding the planned economies, for which data were not available.

FAO, Agriculture:; Towards 2000, C/87/27, Rome, July 1987, tablc 3.4,

a’ The estimates for 1969-71 and 1979-81 are somewhat different from those

Survey are not included here and because revised estimates of per caput food

supplies for these years were used to compute them.

however, not significant,

b/ Basal metabolic rate.

These differences are,

/l..




A/43/554
English
Page 123

*uotjerndod Te3zo03 10 TRINI
‘ueqan Aq psjybrem ssbejussiad Xijunoo TenpTATPUT jJo sabeisae 3ie s3inbry dnoib Zijunoy fe

"886T AeW Jo se oM Aq perrdwos eiep &13unod uo paseq ‘3jetae3lsinasg
SUOTIBN Pa3TUN Y} JO SIATEIIY [RIDOS PUR DTWOUCOY TBUOTIBUISIUT JO juawyzedsqg :30IN08

g*9¢ £°9€E €£°9¢ L°EE 9°0S 1°60¢ sz SaTI3uUnod
padotasap 3sear

Z2°8S €°G6S £°vs 6°TV 8°LL 8°18T ¢ LL S3T113UNOD
Butrdotaasp ‘e300l

T°LL S'vL L°EL 3 v 98 8°88¢ €2 a13ydsTuay uidlsoM
v°vé h.wm S°16 9°TL 0°o0t L°TE 4 ueaue1133 Tpan
pue ersy 3SoM
£°vS 1} 8 gl 8 €Y b 69 bezLe ] eIsSy iseg-yinos
1°69 -1 S°gs 6"9% E°vL 1°€66 ) BISY yanog
8°LS TI°%s [ANA] T°9% v 69 §°69¢ 1 €T BISY 3Ised pue yjnos
6°9¢ S°SE 9°G¢ L°€2 8°8¢L L - 23 be BOTI3IV uereyeg-qns
T°0L 0°99 z°v9 g°6¢ 0°veé L°0S t B2TIIV YIION

sat1junod butdotaaaq

Te30L Te30] TE301 TeINY ueqan (SUOTTTIW)
0002 0661 Q86T uotierndod 861
4S97a3UNGD JO I3QUINN

/% 000Z-S86T '1938H DUTHUTIP 8IS YJTM UOTIETNAODd JO obequasiad ‘I erqel

lens



A/43/554
English

Page 124

cuotyeyndod Tejol 10 TeIN1
syeqan Aq poiybraa sobejuadiad L1j3unod Tenpralpur Jo sabeisae ai1e sainbry dnoab Xijuno) /e

*g861 AeW e se oM Aq pat1dwod eaep A1j3unod UO paseq ‘ILTILIBIDIS
SUOTJIeN Paltun 3yl JO SITeJJY TeTO0S pue DTWoUodF TRUOTIPUIIJUT JO Juawiredag :3DINOS

8°1¢ £°02 8°61 ¥°s1 9°¢E¥ L°¥YC oc SITIJUNOD
padoraaap 3Ised]
S°LE S EE 9°1¢ T°sT ¥ 19 s°ese6 1 s9 SITIJUMOD
butrdotraaap ‘Telol
£°S99 z°19 ¥ 6S S°s1 c 6L 8°88¢ (4 A 219ydsSTEAY UIIISIM
S°G8 S°18 8°8L 8°0¢ °66 L°1€ 1 4 ueIURIIIITPW
pue eiIsyY ISoM
S°SS 1°¢s 1°Ts (1 e 4 4 7799 v ZLE 8 eIsSY Ised-yanos
8°91 9°Z1 ST 0T 1°¢ 9°¢tt 1°t66 S eISY yInos
1 2 X 4 ¥ee 9°1C | AR L A 4 4 S°G69t T €1 eIsSY Ised pue ynos
9°LE 0°LE £€°9¢ S°9¢ L°89 0°8¢t1 ve edT1IJV ueIeues—qns
S° 19 8°LS ¥°9S £°GtE [N :] 8°8C < 'OTIIV YIION
sar13unod butdotoaad
Te3lol Te3ol Te30% TRINY uecin (suotyTTmW) dnoab Lijuno)
0002 0661 5861 uotyeyndod cge1

/S3TIJUNCD JO JIIqENN

/® 000Z2-5861 ‘uoljejtues ajenbape y3itm uorjerndod jo abejuadiag

Ty 2191l

IOCO



A/43/554
English
Page 125

4. Acceass to health services

272, Access to health vervices in the developed countries has been largely complete
for many years, and o few developing countries report 80 to 100 per cent coverage,
Maternal and child health services have increased in most of the developing
countries, but care for children under five years of age is still very limited,
Thers has been some progress in the availability of treatment for common diseases
and injuries and of essential drugs, but lack of resources and poor transportation
and communications are still major obstacles in rural areas.

273, In all countries, demand for health services of greater complexity has
increased. Overcrowded, costly hospitals in urban areas and poorly equipped
intermediate health facilities are unable to satisfy the demand. Economically
sound approaches are needed to clear this "bottle-neck" in the health care delivery
system, Very few countries have incorporated health goals into their adjustment
policies in order to minimise the impact of damage to health and to protect
high-risk groups most vulnerable to the adverse effects of recent austerity
measures., Increased access to food and primary health care is needed, especially
for women and children, working populations at high risk and the poor and
underprivileged,

274. Projections of 1ife expectancy (shown in table 12 in sect. IV), indicate that
current inequalities in the health situation of women as between developed and
developing regions will remain largely unaltered by the year 2000. Policies to
improve health care for women in developing countries, especially in the childhood
and reproductive years, should remain a priority, especially in rural areas of
developing regions where maternal mortality rates are highest., Medical
examinations and basic medical care should be brought to the village, the school,
the farm and other places of employment.

275. In 1977, the Thirtieth World Health Assembly decided that the main soclal goal
of Governments and WHO in the coming decades should be the attainment by all the
people of the world by the year 2000 of a level of health that would permit them to
lead a socially and economically productive life., 111/ The key to attaining this
goal is to provide primary health care, which is essential health care made
accessible at a cost the country and community can afford, with methods that are
practical, scientifically sound and socially acceptable. Everyone in the community
should have access to it and be involved in it, including the health-related
sectors, Primary health care should include education of the community on
prevalent health problems and methods of preventing or controlling them: the
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promotion of adequate food supplies, proper nutrition, sufficient safe water and
basic sanitation, maternal and child health care, including family planning) the
prevention and control of locally endemic diseases; immunisation against the main
infectious diseases; appropriate treatment of common diseases and injurles; and the
provision of essential drugs.

276. The mobilization and management of financial resources for health have been
identified by WHO as critical for achieving the long-term goal of "Health for All"
by the year 2000 through primary health care. While financial cutbacks present
major problems in the short run, in the long run, the search for additional and new
resources, in particular, domestic resources, and making the most efficient use of
all available resources, offer the best options for financing health for all, Even
if health, broadly conceived, is accorded very high priority, national development
planners must still try to estimate the relative effectiveness of alternative
allocations of limited resources among investments in and operation of local
clinics and other facilities for primary health care, high-technology hospitals,
modern and traditional medical training, public health education, nutrition
programmes, safe water supply and sanitation, shelter, etc. Focusing on specific
goals and timetables, such as providing basic immunisation to all children by 1990,
and reducing the infant rortality rate below 50 by the year 2000, helps to mobilisze
the necessary resources. 112/

277, WHO has estimated that primary health care could be provided in the developing
countries for $10 to $15 per person per year. 113/ This is more than most
Governments spent for health during the early 1980s (among the developing countries
with data), especially in Africa and South and South-East Asia (see table 43).
However, the total of governmental and private expenditures would be sufficient to
provide primary health care in many countries (see table 44) if the services were
provided (priced and distributed) more equitably than they are now. In the poorest
countries - mainly in South Asia and sub-Saharan Africa - the total expenditure
would have to increase by $5 or $10 per capita (roughly 3 to 4 per cent of GDP

per capita), along with development of a wider delivery system to reach more of the
rural and low-income urban population.

278. With the slowdown in economic growth in many developing countries in the
19808, it has become apparent that very few countries will reach the ambitious
target of 100 per cent coverage with water supply and sanitation originally set for
the end of the International Drinking Water Supply und Sanitation Decade in 1990,
Based on the cross-section relation between percentages served and per capita GDP
in 1985, and on the baseline projections of GDP growth, there will be relatively
small increases from 1985 to 1990 and 2000 in the percentages with safe water and
adequate sanitation in most of the subregions (see tables 41 and 42). Additional
increases of a few percentage points could be expected with the higher total
investment assumed in the scenario for more rapid economic growth. But large
increases in coverage will require an increase in the water supply and sanitation
shares of totel investument, or significant reduction in average unit costs, and
increased efforts to rai_ e sufficient revenues from taxes and user charges to cover
the costs of construction, operation and maintenance. There has been significant
growth in the number of countries with average tariffs equal to or higher than
costs of production, but not in the poorer regions, including Africa and the least
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Table 44. Government and private 1980 health expenditures
per capita, in 1980 lUnited States dollars
(number of countries) a/
Country group Government total outlays Private expenditure b/

Developing countries

North Africa 18.57 (4) 10.61 (2)
Sub-Saharan Africa 5.63 (16) 6.14 (16)
South and East Asia 3,03 (10) 8,05 (11)
South Asia 2.16 (4) 3,69 (3)
East Asia newly-
industrialiszed
countries 7.7% (2) 57.31 (3)
QOthers 5.08 (4) 12.5% (5)
Weet Aslia 118,10 (2) 51.63 (2)
Mediterranean 175.41 (2) 59.42 (2)
Western hemisphere 39.59 (8) 54.35 (9)
Total, developing
countries 8,70 (42) 13,99 (42)
Least developed
countries 1.86 (13) 2.91 (10)
China 5.71 (1) 2.68 (1)

Developed market
economies 594,24 (23) 354.21 (24)

Source: Department of International Economic and Social Affairs of the
United Nations Secretariat, based on sources for table 43.

a’ Country group averages are weighted by population.
b/ Includes some expenditures by missions and non-governmental
organisations, as well as private expenditures on health care, as estimated by

the World Bank.
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developed countries. The most serious constraints on meeting the goals of the
decade in most regions we . funding limitations and inadequate cost recovery

frameworks, insufficient trained personnel, and unsatisfactory operation and
maintenance. 114/

279. The cost of constructing facilities for safe drinking water and adequate
sanitation for 100 per cent of the population by the year 2000 could be less than
1 per cent of annual GDP during the period from 1986 to 2000, under the baseline
scenario, in most of the developing countries (1 to 2 per cent in sub-Saharan
Africa), if availapble low-cost technologies are used, i.,e., standpipes rather than
individual house connections for water supply, and non-water-borne sanitation
(privies, night.soil collection etc,). 115/ Water-borne sewaje gystems for urban
areas would cost considerably more to construct, but might have lower rcosts for
operation and maintenance.

280, In many countries, national health plans have been found to be too expensive
to fund and implement. A greater mobilisation of domestic resources ii possible:
employers and employees could contribute to health insurance schemes; employers
could provide health services directly; public or private institutions might be
created to attract voluntary insurance contributions; other schemes of community
financing might be developed; and consumers might be required to pay direct fees
for some of the health services they use. Recent studies suggest that it would be
both equitable and efficient to charge middle-income and upper-income groups for
curative gervices, thus preventing excessive consiuaption of free services and
allowing limited government funds to provide health care to more of the low-income
population. Even if it is necessary to charge use. fees to low-income groups, this
can provide better health to more people than systems that rely on inadegquate
government funds. 116/

281, The recent rise in concern with cost-containment in many countries is likely
to continue throughout the 19908, Determining the appropriate mix of public and
private services, providers and funding sources will call for considerable research
and public policy debate., There is substantial room for improvement in the
cost-efficient allocation of resources for drugs, surgery and cther methods of
health care. A strong case can also be made for a reorientation of health services
towards primary health care and rural areas. 117/

/'!'
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C. BSogial policy
1. Broader participation

282, Judged by emerging trends, the fuller participation of all elements of society
in defining and achieving the common goals of development, with full respect for
fundamental freedoms, is likely to be a major issue for the balance of the

century. The principle is embodiesd in all major international instruments and
plans of aotion adopted under United Nations auspices in recent years.

283, Progress towards fuller participation can directly contribute to improving the
situation both of disadvantaged groups and of society as a whole. It also has the
potential of influencing economic performance, through its impact on motivation,
innovation and productivity. Although this influence is essentially intangible and
has mostly defied quantification, it is none the less real. Participation may be
expocted to have a generally positive impact on economic performance through
increased motivation, by opening up opportunities for groups whoce scope for
engaging in productive activitios tends to be artificially restricted, and by
making fuller use of underused or latent skills and talents.

284, Of growing importance and interest are the continuing strength and
proliferation of various co-operative, self-help and community groups and
non-governmental organisations; and the increasingly organiszed articulation by
various groups of their interests, reflected in their demands for a greater say in
decisions affecting them. Numerous initiatives have been taken all over the world
to give members a greater voice in the running of institutions. Such initiatives
seek to give workers a greater role in the management of enterprises, to give
greater autonomy to public enterprises in countries with centrally planned and
mixed economies, to devolve power to local authorities, and to establish new forms
of partnership between government and non-governmental organivations. The process
of codifying rights has also gainad momentum, in the adoption of a number of global
instruments, relating, intar alia, to the advancement of women and the situation of
specific groups of the population, in particular, youth, the aging, migrant workers
and their families, disabled persons and those in detention or accused of crimes.

285. Of particular significance from the economic point of view are the expansion
and diversification of the co-ocperative and other mutual self-help movements, the
experiments to improve motivation and efficiency through greater decision-making
autonomy and worker participation, greater participation of clients in the design
and administration of more decentralired social services, and the reorientation of
welfare services (as discussed in more detail below) towards mutual self-help,
prevention, rehabilitation and income-generating activities for welfare service
recipients, the latter being of special asignificance in developing countries.

/.l’
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2. Advancement of women

286. Progress towards achieving equality between the sexes is one of the most
dramatic social changes of this century and the achievement of this equality is a
world-wide goal, set in 1975 and reaffirmed in 1985 at the end of the United
Nations Decade for Women. The Nairobi Forward-looking Strategies for the
Advancement of Women 118/ foresee achievement of full equality by the ysar 2000,
Although this ambitious target has strong implications for the future global
esconomy and society, projecting its consequences requires particular care. The
effect of a progressive elimination of inequalities, on which many social and

economic relations are still based, may not be fully visible until well into the
next century.

287. Between 1985 and 2000, the number of women in the world is expected to
increase by some 635 million, from 2.4 billion to just over 3 billion with almost
80 per cent of them living in the developing regions. The proportion of women in
the total population will fall slightly, from 49,7 per cent to 49.06 per cent,
reflecting faster growth in population in the developing regions. With the
exception of Africa, these regions will continue to have more men than women,
especially in Latin America and East and South Asia, although the trend is towards
parity. In South Asia, the projected ratio is 104.9 men to every 100 women by the
year 2000, This contrasts with the developed regions, where che ratio of men to
women was 94.2 in 1983 and is projected to rise slightly to 95.6 by the year 2000.

288. A likely effect of increased life expectancy for women in developing countries
will be more women entering the formal labour force after their child-bearing
years. How the economies will adjust to the large numbers of women wishing to
enter the labour market will be a major issue. If current trends are not modified,
projections indicate that the participation of women in the economically active
population will decline, as discussed in section V. Throughout the world women
make an important contribution to the economy, although many of their productive
activities are not formally recognized, In addition to their presence in formal
employment, women contribute significantly to the work of family farms and
enterprises and of the informal sector, by providing "free" services that maintain
and support current and future workers, services that would otherwise need to be
provided by the State, or bought in the market. Increased productivity in all such
activities can be a major source of increased well-being and economic growth. The
entry of more women into formal and more skilled employment could improve their
productivity and thereby national incomes.

289. An increase in the relative number of female workers is unlikely to influence
male unemployment adversely. (There is no evidence that greater female
participation has in the past been at the expense of male employment; employment
trends for both sexes have tended to move in the same direction.) In the coming
years, when the informal sector is expected to increase in importance, women are
likely to be hired in jo.'s that men do not want, based on current preferences,
because working hours are limited, or because the job offers a less secure link to
the employing enterprise.

/I..
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240, At the micro-economic and micro-social levels, women's participation in the
economy is often the only way to protect the family in times of difficult economic
conditions. Women's employment and tho income derived from it maintains, and
sometimes insures by itself, the standard of living of the family.

291, The number of women who are main economic earners has been increasing in the
recent years and this evolution is likely to continue. The trend whereby women
work in order to compersaie for an otherwise declining standard of living can be
expected to continue in the 1990s, especially in those developing countries where
no significant increase in per capita income is anticipated. Women's participation
is necessary for the economic survival of the family in the early stages of
development; in economies characteriged by family-based employment, women have
higher rates of participation than in economies based on wage labour. Thus, as the
development process modifies the structure of employment, women'~ participation
appears as an important adjustment factor within the economy and tie family. Even
in developed economies, the rolu of women as secondary wage earnirs may be
essential for the family, and this characteristic is likely to iucrease by the year
2000, In some countries, such as the United States of America, studies indicate
that women's participation may be inversely related to husbands' wages. Thus, the
wife takes a job in order to compensate for an insufficient or declining family
income. Studies in other countries suggest that wives of men earning either very
low or very high incomes had higher participation rates than wives of men earning
middle incomes. These two interpretations of the relationship between female
economic participation and the family, or the husband's income indicate that, in
cases of economic difficulties, women are likely to increase their participation in
the economy.

292, The participation of women in the economy is affected by relationships between
education, health snd fertility - all of which influence the incentive for a firm
to hire a female worker - and her strategy in the labour market. These
relationships are usually part of a vicious circle contributing to the exclusion of
women from the formal economy. But a policy that targets each aspect of these
relationships may generate a virtuous circle promoting better use of women's
talents and energies. Specific policies are necessary to promote equal access by
women to education, since current trends indicate that full equality in access to
education will not be achieved by the year 2000 (see sect. VI.A. above). Policies
to promote equal access to education are to be complemented by training policies
targeting older age groups. The need to supplement formal education with training
is also evident. The importance of the informal sector in women's employment means
that those women who have not been able to benefit from education in the past
should benefit from special programmes to enable them to function effectively in a
modern economy.

293, Women's reproductive role should not be an obstacle to full economic
participation. The development of better support systems i.. the 1990s could
influence the environment in which women determine their strategy on the labour
market and the terms on which women reconcile their responsibilities in the
household as parents and as workers., In most of the world, women work within
family enterprises, where social support and economic roles can be combined.
Urbanization has reduced the significance of this type of socio-economic structure

-
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in many countries, as the work-force in the formal sector increases. This trend
can be expected to continue, and is one of the factors underlying the projections
of reduced women's share in the work-force noted earlier. In order to overcome
this effect in economic sectors where family enterprises do not exist, efforts can
be made to create an envirovument in which parental and work responsibilities can be
combined, by providing suc) services as day-care and parental leave. The
incentives for an employer to hire a woman should not be lowered by measures which,
though intended to favour women workers, may raise the costs they represent for a
firm. Thus, parental leave is to he preferred to maternal leave, for example. The
question of reconciling parental and work responsibilities can be addressed most
easily in the context of more flexible attitudes to career patterns, which make
allowances for further study, as well as family responsibilities, for both spouses.

294. To overcome past conditions, special programmes need to be organized to ensure
that women who are in low-skill jobs, unemployed, or who stopped work in order to
have children, can get special training. Women returnees, in particular, can be an
asset to an employer, as they have acquired maturity, and certain skills. Their
previous aducation represents an important investment by the society and needs to
be used. If a woman decides to go back to work, support ghould therefore be
available to her.

295, Policies in these areas will have a major bearing on the nature of the

contribution that women will make to the economy and its overall impact in the
future.

3. Trends in social welfare policy

296, The scope, complexity and costs of publicly sponsored social security and
social welfare gservices and programmes have increased significantly in many parts
of the world, although their scope and coverage remain limited in most developing
countries, Social welfare concepts and practices have also been the object of
considerable debate and rethinking in recent years.

297. Spending on a broadly defined category of social welfare programmes, including
social security, has increased stmadily in real terms since the late 1960s,
typically at rates faster than economic growth or total government expenditure. By
the mid-1980s, social welfare spending by central and local government together was
the equivalent of about 14 per cent of total output in developed countries and
about 6 per cent in a small sample of the developing countries, although only

3 per cent and 1.5 per cent for Africa and South and East Asia, respectively.

298, In the developed countries, social security and welfare services are
recognized as essential elements in the social advances that have been made.
However, their rapidly rising costs have been a cause of concern and, deagpite the
resources they absorb, some have come under scrutiny for their alleged
inefficiencies and failure to provide for those most in need. Expansion and
increased costs are built into most systems, while budgets are likely to continue
to be restricted by slow economic growth. Administrative complexity pushes up
delivery costs. Services are labour intensive, and increased professionalism and

/.I'
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training escalate unit costs., Increasing numbers of middle class people use
services, egpecially in a period of slow growth in personal income, Changing age
structures, in particular the aging of the population, add a new eleme=nt, which
will be progressively more significant. While the increased costs associated with
an aging population may be offset Ly savings in maternity, child and youth
services, this will require a major redirection of resources and retraining of
personnel. Partly inspired by the drive to greater economy, but reflecting also
changes in professional views as to the most appropriate forms in which care is to
be provided, institutionalisation of people wi.o cannot support themselves is being
de-emphasized in favour of community-based and family-based support. Perhaps the
most significant trend is greater prominence for prevention and rehabilitation, to
enhance people's capacity to function independently, effectively and productively.

299. In many developing countries, the need for social we.fare services is
increasing with the spread of urbanisation, migration, changing family and kinghip
support systems, and greater female participation in the modern economy. But as
recession and economic decline in some areas are placing g.eater demands on the
typically limited capacity of existing public systems, Governments are seeking ways
to maintain existing family support systems. Social welfare programmes are
increasingly taking on a developmental character, with an emphasis on creating
income-earning opportunities for the poor, vulnerable, dependent or disabled. Even
limited resources can have significant economic benefits if used for prevention,
maternal and infant care, immunization against childhood diseuses, and
supplementary feeding for pre-school and school-children, as well as some rural
community services. To replicate such programmes in large numbers would require a
redirection of resources from urban, often middle-class oriented services, with all
that this implies,

4, The family

300. The family as a basic social unit has undergone profound change, but with no
uniform pattern., From an economic perspective, the most important changes are
those related to family formation and fertility, the family as a system of support
and the supporting services that families increasingly need in order to function
effectively in a changing environment. In developing countries, the role of the
family as a production unit and source of employment continues to be of major,
though diminishing, importance.

301, The extent to which the family, nuclear or extended, has been e 5ded as an
effective social support system is the subject of considerable debate. Lack of
precise information on the actual support rendered for family members to each other
tends to make the discussion conjectural. It is probably safe to say that in the
developed countries the family as a support institution has not been eroded as much
as is commonly supposed, whereas in developing countries, the stereotype of the
self-sufficient fami'; 18 no longe:. an entirely accurate reflection of reality. 1In
the areas of education and health, families are probably making a greater
contribution than at any previous time, although family members receive a greater
proportion of their total education and health services ouside of the family.

,'!‘
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302. Recent trends suggest that pressure will continue for families to rely more on
exteraal support, much of it provided by public authorities in the form of
specialized services and care, in particular, in developed countries. In
developing countries, too, as parents are less able to prepsre their children for a
world outside theii realm of experience, families may need outside support,
especially in finding suitable employment for the next generation. In many
countries, there are growing demands for additional services and support that would
better enable parents, especially mothers, to reconcile parental, household and
vork responsibilities. This will be a major issue in developed countries and will
become increasingly relevant in developing countries as fewer women will earn a
living from home-based employment. At the same time, however, restraints on the
financial and administrative resources of Governments, and on the availability of
adequateiy trained child-care workers, will limit the ability of Governments to
provide adequate child-care for all young children, New arrangements, including
participation by employers, primary schools and other existing institutions will be
needed. In some cases, it may be more efficient and socially beneficial for
Governments to provide direct income supplements to enable parents to spend more
time caring for their children in their own homes, or in various co-operative
arrangements with neighbours or relatives,

303. In both develnped and developing countries, in a period of budgetary
constraints, Governments have looked with renewed interest at the family as a
system of support that could bear a larger share of the hurden of looking after the
sick, the disabled and the aged. The professional view supports such arrangements
as being in many cases preferable to institutionaliration, and recommends public
support and assistance to encourage families to provide more such support.

However, the burden of care now tends to fall disproportionately on women. There
is thus a potential conflict between this trend and the goal of widening
opportunities for women, especially in education and employment.

5. Irends in the situation of specific groups of the population

304. The forthcoming decade will witness an acceleration of population aging, as
discussed earlier in section IV. The global population 23ed 60 and above will
total 485 million in 1990 and increase to approximately 610 million in the year
2000 (and to 755 million in 2010 and 1,170 million in 2025). The growth of the
population aged 80 and above will be even more rapid, and women will comprise the
majority of this group., Many more elderly will be living in urban areas, although,
in developing countr'es, the majority of the elderly will still be residing in
rural areas. The roles of the public and private sectors in caring for the
elderly, traditionally done by the family and the local community, will probably
have to increase. This support will be particularly needed in the rural areas of
developing countries in view of the rural to urban exodus of the young and the
consequent "aging" of these areas. Rural development strategies aimed at providing
employment opportunities for aging men and women, and at strengthening family and
community solidarity, would go far in securing the well-being of this large segment
of the world's elderly population.
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305. In many industrialized countries, social expenditures incurred by the aging of
populationa are high and rising. The provision of income security and health care
will pose a challenge to both the public and private sectors well into the next
century., Mitigating actions could include efforts to raise national saving and
investment rates, collection of higher contributions from workers and employers,
reduction of benefits, and introduction of complementary public and private pension
systems. 119/ Flexibility of retirement age may also be considered, but early
retirement as a means of opening up employment opportunities for the young - a
trend observed in several countries - may aggravate the financial and sccial
problems of the elderly. The provision of more genuine choices for older workers
in several European countries :ould help in ensuring the participation of the able
elderly in the economic and -ocial life of their countries., 120/

306. The elderly are occupying an increasing proportion of general hospital beds,
with wide variations between quality of care and length of stay from country to
country and within countries, Unnecessarily long periods and high costs of
hosplitalisation could be reduced by better management and the establishment of
broader-based community support, Geriatric training and institutions that provide
long-term care for the frail, dependent elderly are inadequate in most count.ies
and urgently need to be improved, in anticipation of the rapid expansion of this
population group, To contain health care costs in the years ahead and to ensure
that the task of providing care for the frail elderly is not unduly left to any one
sector or group, a broader system of geriatric cuce is required - one that
incorporates provisions for the care of acute and chronic illnesses, training,
community support and service delivery, with collaboration of national and local
governments, professional and voluntary organisations, the family and the elderly
themselves.

307. The ages of 15 to 24 are critical, when young people are integrated in their
communities. In times of rapid social and economic change, family bonds weaken as
the traditional values of parents seem less relevant to the problems of the young.
Employment opportunities are critical for the absorption of the next generation.
Where generations of young men and women come to maturity without opportunities to
work and make reasonable lives for themselves, there is bound to be a seething pool
of ¢iscontent among energetic and talented young people in search of a cause to
which they can apply their talents., A particularly daunting prospect is that the
majority of the youth of today facing limited employment opportunities will be
parents in the year 2000, with only a tenuous hold on the economic ladder.

308, Suitable training, in and out of school, and provision of initial employment
opportunities, are critical. In many countries, the past 10 years have been
particularly difficult for youth employment, as a growing youth cohort coincided
with recession, slow economic growth and economic restructuring. Although the
youth cohort is already declining, and will be considerably smaller in the 1990s,
thereby reducing the likely levels of youth unemployment, youth with low skills
will have increasing difficulty finding entry-level jobs. 1In most developing
countries, many young people find only a series of casual jobs, often in the
informal sector. There is in many countries a serious mismatch between the skills
acquired in school and the needs of employers: young people without skills face a
particularly bleak future, especially in urban areas.
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309. Youth unemployment in most developing countries can be tackled effectively
only In a context of more vigorous economic growth., At the same time, public and
private programmes can be geared towards making youth employable. The most
critical needs are faced by rural youth. There is a general lack of basic
amenities in rural areas, with few organizations apecifically for young people,
contradictions between aspirations and traditional values and systems, and often
limited access to land, Efforts directed at improving rural conditions in general,
with speclial emphasis on rural youth, can be an important element ir slowing down
migration to urban areas and providing greater opportunities for routh in general,

310. The economic as well as human costs, of disability are very large. While
there is no single, precise estimate of the number of disabled persons, a
congervative estimate puts the global number of persons suffering from all types of
disabillty at over 500 million. Even relatively minor types of disability are
closely associated with the incidence of poverty in many developing countries.
Prevention and rehabilitation are potentially major areas that can yield both
social and economic benefits.

311, Despite strained economic circumstances, there is increasing political
commitment on the part of Governments to the prevention of disability, and to the
rehabilitation and equalisation of opportunities for disabled persons, frequently
contained in legislative measures or constitutional clauses. Because disability
can affect all aspects of life, it must be subsumed in the larger questions of
infrastructure and the purposes and goals of national development. Policies at all
levelas aimed at dealing with disability issues should, therefore, be an integral
part of the larger efforts aimed at promoting a better life for all. These
policies should form an integral part of the overall developmenial efforts of each
country and should be considered as enhancing the overall proauctive capacity of a
society,

312, Financial limitations and the need for trained human resources in the
disability field have been identified as the two major obstacles in implerenting
the goals of the World Programme of Action Concerning Disabled Persons (see General
Arsembly resolution 37/52 of 3 December 1982). With lack of expertise identified
an the second greatest obstacle in implementing disability programmes, training and
education have been identified by a large proportion of developing and least
developed countries as a priority in future technical asslstance programmes,

313, In both the developed and developing world, mental illness has reportedly been
increasing. Since the mentally ill and mentally retarded are among those receiving
the least coverage in vocational training schemes and rehabilitation services,
especially in the leas" developed countries, a concerted research effort, as well
as increased provisions of treatment, are urgently called for.

314. The World Programme of Action Concerning Disabled Persons recommends the
integration of mentally retarded and other severely disabled children into the
general school system., Special attention needs to be drawn to this problem, in the
light of the discovery that over 70 per cent of countries at all stages of
development and in all regions report that they may exclude certain categories of
disabled chlldren from the school system,
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315, It should be recognized that the vast majority of the world's disabled persons
1ive under conditions of deprivation, without access to social assistance,
espacially where the infrastructural conditions are rudimentary. The extension of
social security on a universal basis would Le an important step towards alleviating
the problems of disabled persons since, today, such universal coverage is largely
concentrated among 4eveloped countries.

316. The effectiveness of community-based rehabilitation requires a network of
community services, as well as specialized referral services. Concerted efforts
appear to be essential in this area, if a strategy of community-based
rehabilitation is to be successful in offering the services required by many
disabled persons.

317. Integration of disabled persons within the community also requires access to
public buildings and transportation. While living conditions in countries that are
still largely rural may not immediately demand the same measures to improve
accessibility required by more urbaniszed countries, it is none the less important
that appropriate legislation evolve in view of anticipated needs.

318. Research capacity in the area of disability is unevenly distributed among
countries., There is a need, expressed by many countries, to enhance such research
capacity. It may be possible to accelerate research, and to save resources as
well, if the augmentation for a national research capacity were to be accompanied
by regional co-operation through region-based disability research institutes.

6. Crime

319. The direct and indirect costs of crime in terms of human, social and economic
losses seriously distort development priorities and goals. Expenditures on the
maintenance of law and order divert funds urgently needed in other sectors, and are
a heavy burdea on national budgets. The problems encounterel include the emergence
of sophisticated forms of crime, which are new to many countries that lack the
experience and resources to respond adequately.

320. There have been attempts to put a money cost on the traditional types of crime
for many years now, but there are almost as many different outcomes as there are
attempts. There is much more agreement that the really important costs of crime
are to the quality of life, in incapacitated and frighteneé victims, restriction of
movement, and so on, but that these costs cannot be linked directly to the national
economic situation. The remedy that has gained much support in recent years is
that of victim support schemes. The cost of such schemes is small compared with
other costs of crime and crime control.

321. The relationship between the advance of technology, and other aspects of
economic development, and the rate and type of criminal activity can be measured
somewhat more precisely, but still leaves a lot to guesswork, It is widely
believed by criminal justice officials and research criminologists that the link
between "organised crime" and legitimate business is growing stronger. The use of
telecommunications makes it possible, even easy, to carry out fraud and
embezszlement over a wider geographical area and on & much bigger scale.
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322, National economies are likely to suffer increasingly from the costs and
effects of conventional crime, the growth of organized crime, including the use of
legitimate or quasi-legitimate organisational techniques and structures for illegal
economic gain and from the costs of attempting to control crime. Based on the
findings of the first and second United Nations Survey(s) of Crime Trends,
Operation of Criminal Justice Systems and Crime Preservation Strategies,
projections of recent trends suggest that criminal justice systems are a major
growth industry. For every 100 recorded crimes in 1975, there would be 160 in the
year 2000) for aovery 100 police officers there would ba over 170; and for every 100
adults in prison, there would be over 200,

323, It may be that economic growth will bring some increase in at least some types
of crime, while there will be a decrease in others, However, the types likely to
increase are those that are most likely to be reported, so that an increase in
recorded criminality could well accompany a decrease in unrecorded traditional
criminality. However, unrecorded crime is likely to continue to grow, rather than
decrease in respect of economic crime. The broad category of different techniques
involving technology for the non-violent but illegal acquisition and use of money
seem likely to grow considerably; it will directly affect the economy of some,
perhaps many, countries, Many practitioners and policy makers in the field of
criminal justice believe that the most effective tool for the prevention and
control of such activities is the forfeiture or freesing of assets; for that to be
widely practised, the co-operation of the banking industry is needed, including
less secrecy.

324. These are projections and not forecasts. However, they do show that a huge
increase in the demands made upon the national economy by the criminal justice
system is, at least, highly likely, and perhaps inevitable in many countries. An
even more alarming feature is that the fastest-rising number is that of adults in
prison, because prison is a very expensive institution in any country. If that
nunber continues to rise at the 1975-1980 rate, the cost of the prison service
alone will make the criminal justice system a major component in the budget of the
national public sec‘*or. Further, thers are good reasons to believe that the
numbers will actually rise faster because, on the one hand, more police officers
are being recruited, leading to more arrests, and on the other, there is evidence
that the courts in many countries are handing down longer sentences, as they
perceive themselves faced with a rising crime wave. The self-amplifying nature of
this phenomenon is particularly worrying, in that the larger police-force "creates"
the impression of a larger crime problem by arresting more suspects. It is thus
extremely difficult to determine how much of the increase is genuine, and how much
ig the result of policies adopted in the different criminal justice agencies.
However, in this context, that is not the important issue; what is, is that the
impact on the national budget will continue to increase. One alternative strategy
for a national administration is to allow the continued strengthening of the
"intake" end of the system, the police, but not to expand the capacity for disposal
after trial, That results in over-crowded prisons, which both offend [against]
generally accepted standards of human rights and are widely thought to be
themselves criminogenic,
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325, In summary, the rising levels of recorded orime and of state responses to ic
can be expected to have a significant and deleterious effect on many national
economies by the year 2000, The harm done to individual victims may not be easily
quantifiable in economic terms, but organiszed crime - and with it a threat to
legitimate business practices - seems likely to grow, and finally, the rising cost
of criminal justice will compel the diversion of resources from more popular and
desirable components of the public sector.

7. Rrug abuse

326, Problems stemming from drug abuse and illicit trafficking have been growing at
an alarming rate over the past 20 years. During this period, the ‘buse of narcotic
drugs and psychotropic substances has increasingly spread throvghout the world,
primarily among the young, crossing all social, economic, political and national
boundaries. While the extent of drug abuse varies from country to country &nd from
one population group to another within the same country, abuse has spread to
countries and population groups that had not previously been involved, and has
increased further in those population groups where it already existed. The spread
reflects expanded illicit production and distribution. These trends are most
likely to continue, and given the known consequences of drug abuse, to have
significant adverse effects on public health and general, social and economic
conditions throughout the 1990s.

327, Drug abuse severely affects normal social functioning, intelligent and
responsible behaviour and the ability and motivation to engage in the complex tasks
required in modetvn societies. Heavy drug abusers show very pronounced tendencies
towards inactivity, apathy and self-neglect., Loss of interest in conventional
goals and lethargy lead to decreased productivity at school and at work. In
addition to the costs of Arug-related crimes and incarcerations, heavy costs are
inflicted on national economies by disabilities, absenteeism, accidents and deaths
due to drug abuse. 121/

328, Forms of drug abuse are becoming increasingly complex: abuse involving two or
more substances is widespread and has become the predominant pattern in a number of
countries. The age of first drug use is falling from adolescence to preadolescence
and even earlier in some countries., In the 19808, there has been an alarming
increase in the spread of AIDS and certain other viral infections, which are
spreading to abusers that inject drugs and, subsegently, from abusers to the
general population through such modes as sexual intercourse. It is most likely
that societies will be faced with increasing demands for resources to cope with the
problems related to AIDS, including more effective programmes designed to prevent
the transmission of the virus through drug abuse. This will require more intensive
search for effective methods of prevention and treatment, as well as broader
implementation of such measures. At present, mechadone maintenance has, in some
instances, shown useful results in the process of treatment for opiate-addicted
persons. The usefulness of some other alternative programmes, such as free
distribution of sterilized needles and syringes, is being explored. In addition,
educational and other preventive programmes, designed to meet the needs of various
target groups, should be provided in all social settinga.
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329, To cope effectively with drug abuse problems in the years to come, prevention
and treatment of a both traditional and novel form will be required. In order to

cope effectively with drug abuse problems in the years to come, it is likely that,
in addition to promoting traditional preventive and treatment services, societies

will make increasing efforts to:

(a) Promote broadly-based educational programmes, in natural social settings,
to help individuals at risk both to acquire the necsssary knowledge and confidence
to resist the temptation to use illicit drugs, and to increase their ability to
cope with the day-to-day problems of living;

(b) Promote after-care and social reintegration, especially with a view to
reducing relapse rates after completion of treatment and rehabilitation, by
involving the family, the local community and other appropriate forms of social
support, in addition to the traditional services)

(¢) Achieve both a positive community response to drug-related problems and
community involvement in providing readily available preventive and treatment
services at as low a cost as possible;

(4) Promote the participation of youth in preventive programmes and encourage
the creation of conditions in which young people can find scope for their
capacities for social integration and receive due recognition and support for their
activities.

330. The illicit supply and trafficking of drugs have also increased at an alarming
rate in most parts of the world over the past 20 years, The illicit cultivation or
narcotic plants has grown to enormous proportions in certain areas of the world.
Narcotic drugs and psychotropic substances are increasingly produced by illicit
laboratories. Diversion from legal sources into illicit channels adds considerably
to the problem of 1llicit supply of drugs. While strong law enforcement and
advanced :cechnology may greatly improve a nation's ability to destroy illicit
crops, production in some areas is likely to continue unless reasonable economic
alternatives are offered to those involved. Reducing the economic incentive to
grow illicit crops, as part of the long-term goal of eradicating illicit
production, has increased in strategic importance over the past decade. Future
efforts will require increased technical and financial resources for this purpose.

331, Illicit drug trafficking has become very sophisticated nnd complex, involving
organized crime in a variety of illegal activities, including conspiracy, bribery,
intimidation and corruption of public servants, tax evasion, banking law
violations, racketeering, illegal money transfers, impout/export violations,
smuggling of weapons, crime of violence and terrorism. Drug-related problems thus
directly affect social stability and public safety and are associated with social
disintegration,

332, Emphasis should be placed on supplementing the activities of police and
customs authorities by increasing the efficlency of the criminal justice system in
arresting, prosecuting and sentencing traffickers. This process includes the
strengthening of legal tools to ensure appropriate penalties. Experience in
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various parts of the world has shown that an effective countermeasure to deter the
individuals involved in drug trafficking from continuing their operations is to
deprive them of their profits.

333, A number of Governments have initiated vigorous and innovative methods for
disrupting drug trafficking networks. These methoGs and experience in using them
should be shared with other Governments. Since, in many cases of drug trafficking,
it is necessary to look for evidence in countries or territories other than that
where the accused individual has been brought to trial, international co-operation
is emsential to ensure the effective prosecution of such !ndividuals and the
removal of their illegally gained profits. An important action heing taken by the
international community in this regard {s the drafting of a new United Nations
convention against illicit traffic in narcotic drugs and psychotropic substances,
which will deal with those aspects of the problem not covered in existing
international drug control treaties. The international drug control system will
presumably thus be strengthened to cope better with the drug abuse challenge in the
year 2000,

334. The commitment of the international community to strive for the universal
accession to the international drug control treaties and their strict
implementation is expected to intensify co-operation through the United Nations and
to strengthen national actions to cope more effectively with drug abuse and
asgsociated problems. The Comprehensive Multidisciplinary Outline of Future
Activities in Drug Abuse Control, adopted at the 1987 International Conference on
Drug Abuse and Illicit Trafficking, 122/ provides a basis for strengthening the
international drug control system to cope better with the Arug abuse challenge by
the year 2000.

VII. STRUCTURAL AND TECHNOLCGICAL CHANGE

A. Structural trends in world production and trade

335, The process of economic growth is rarely smooth and painless. As new ways of
doing things displace old ways, societies inevitably change. At times the
consequences may be harsh, as when whole communitios are abandoned in response to
the emergence of new centres of industry and trade, sometimes in other countries.
At earlier stages of development, the rising prominence of industry and trade and
the ensuing migration from rural to urban centres bring important changes in ways
of life and work, and political systems will be strained by shifts in economic
power. In older industrial societies, the decline of industries which have been
the mainstay of communities and regions for decades produces acute social problems.

336. Structural change is a necessary consequence of growth and development, which
creates new consumer products and new life-styles while, at the same time, the
demand for traditional necessities such as food becomes satiated., Thus,
agriculture now occupies less than 5 per cent of the labour force in developed
countries, while it still engages two thirds of the labour force in the least
developed countries.
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337. While structural change has thus been a natural accompaniment of the growth
process over the recent decades, there is reason to believe that in the last 20
years world-wide structural change has been more pervasive than before. The
industrialization in developing countries is .ipreading quite rapidly, and in the
0ld industrialized countries the problems of structural change have been on the
agenda for years and are now beginning to be overcome,

338, Among the most important changes now taking place in the world economy is the
ongoing transformation of its pattern of production, associated with long-term
economic growth and greater participation by national economies in the global
division of labour. This process of structural transformation is reflected in
continuing shifts in the composition of output and productive resources from
industry to services in mature economies and frum agriculture to other kinds of
economic activity in developing economies.

339, The shares of North America and Western Europe in total world GDP foll between
1970 and 1985, while those of Japan, China and the developing countries of South
and East Asia increased. Changes in shares reflect persistent differences in GDP
growth rates, the determinants of which were discussed in section III. The
countries of Asia which exhibited rapid growth fall into two groups. The first
includes very large countries such as India and China, which possess large internal
markets and managed to increase investment shares without offsetting declines in
the efficiency of capital, Another group, including Japan during part of the
period and the newly-industrialized countries, promoted the rapid growth of their
export industriec. This led to high levels of investment and the rapid development
of industrial capacity unconstrained by the size of the domestic market,

340. The composition of output by industrial origin hazs also changed considerably
during the 19708 and 1980a. For world market economies as a whole, when measured
at 1980 constant prices, 123/ the share of services in GDP increased by about

4 per cent j.etveen 1970 and 1985, while agriculture and industry (including mining)
declined. ™he share of manufacturing fluctuated but exhibited no clear trend.

341, A similar pattern can be seen in the developed market economies as a whole,
but significant differences can be seen among regions. In Europe, for example,
there was little change in the share of agriculture in GDP. 1In the same region,
the share of manufacturing in GDP declined noticeably, whereas in other developed
countries, a region which includes Japan, it increased from 25 to 31 per cent,
These shifts reflect evolving patterns of demand and productivity trends in the
developed market economies, but also the relocation of a significant portion of
manufacturing capacity from developed market economies to developing countries.

342. The extent of structural change among country groups has been uneven, as may
be seen in table 45, and there is considerable potential for further industrial
growth as evidenced in the large remaining share of agriculture in the output of
the developing countries, Reflecting this transformation of economic structuve,
marked changes can be expected to occur in the composition of production in all
groups of countries over the period to the end of the century, particularly in the
developing countries.
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Table 45. Sectoral origin and lsbour force orientation of world
market ecopomy production: historical and projected
under a baseline gcepario, 1970-2000
(Percentage shares in gross domestic product) a/
Labour
force
-Composgition of gross domestic product  Gross partici-
Year and Agri- - Industry domestic pation
country group rulture Total Manufactures Services product rate b/
1970
World market 7.4 40.6 24.5 52.0 100 39,7
Developed market 4.6 41.0 26,2 54.4 100 43.3
Developing countries 20,2 41.8 14.9 38.0 100 37.5
Petroleum exporters 13,5 56.0 8.1 30.5 100 34,3
Major mfg exporters 25,1 30,8 21.5 4.1 100 39.1
Other mfg oriented 16,0 34.4 23,1 49.6 100 35.0
Least developed 55.5 14,2 8.4 30,3 100 40,7
Primary commodity and
services exporters 29,3 27.2 11.3 43.5 100 40.0
1985
World market 6.2 37.7 24.8 56.1 100 39.8
Developed market 3.9 38.0 26.1 58.1 100 46.1
Developing countries 16,0 36,3 18.1 47.7 100 37.0
Petroleum exporters 11.3 42.7 12.6 45.9 100 34.7
Major mfg exporters 16,5 35.2 25.8 48.3 100 38,7
Other mfg oriented 14.5 34.6 22.7 51.0 100 36.1
Least developed 45,0 15.8 8.2 39.2 100 37.8
Primary commodity and
services exporters 23.5 29.2 12.9 47.3 100 37.7
2000
World market 5.6 37.8 24.9 56.6 100 40.0
Developed market 3.4 37.1 25.4 59.5 100 46.3
Developing countries 13.3 40,0 21.9 46.7 100 37.9
Petroleum exporters 9.8 45.0 13,4 45.2 100 36.0
Major mfg exporters 11.8 42.0 31.6 46.2 100 40.2
Other mfg oriented 13.0 36.6 24.1 50.3 100 38,3
Least developed 37.5 17.7 9.6 44.8 100 36.9
Primary commodity and
services exporters 24,2 30.9 14,1 44.9 100 36.0

|

Sourcet Department of International Economic and Social Affairs of the
United Nations Secretariat.

8/ Measured in 1980 prices and exchange rates.

b/ Labour force as percentage of total population,
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343, For world market economies as a whole, growth in services and manufactures is
expected to be more rapid than that of agriculture and other industry. The
consequent chinge in the distribution of output by industrial origin is most
noticeable in the case of agriculture, the share of which in gross domestic product
is expected to decline to 5.6 per cent in the year 2000 compared with 7.4 per cent
in 1970 and 6.2 per cent in 1985 (table 45). The figures for the world market
economies as a whole conceal opposing trends in the developed market economies and
in the developing countries, In the former, the shares of agriculture,
manufacturing and other industry all decline, while that of services increases
considerably more than the average for world market economies. In the developing
countries, on the other hand, the shares of agriculture and services are projected
to fall while those of manufacturing and other industry are both projected to
rise. 124/

344, The pattern of world production as projected under the baseline scenario
indicates marked differences in structures of production in different groups of
developing countries. Over the last 15 years, manufacturing output and exports
have been growing rapidly in the group of major developing country exporters of
manufactures centred in South and East Asia., Corresponding to this shift in the
proportion of manufactures in total production was a shift in the proportion of
gross value-added originating in the manufacturing sector. The baseline scenario
indicates that, should world economic growth continue at the modest rates now
expected, this group of countries will none the less have a share of manufacturing
in GDP significantly greater than that projected for the developed market
economies. A similar shift, but at a slower pace and often towards domestic sales
rather than exports, may be expected in other manufacturing-oriented developing
countries. In North Africa and Western Agia, manufacturing activities associated
with the processing of petroleum rose significantly in the last 15 years and may be
expected to continue to increase in the future, with exports serving as the main
source of demand for industrial expansion.

345, Measured by the changing proportions of output originating in the major
economic sectors, the process of structural change was slow or non-existent in many
low income and least developed countries, A sharp decline in the importance of the
agriculture sector, similar to that which occurred in other developing countries,
was expected in the 19708 and early 1980s as a natural consequence of the
development of these countries, Instead, the share of agriculture remained
unchanged, and tlLare is no noticeable increase in the importance of the
manufacturing sector. Moreover, in many countries where the share of agriculture
nas declined somewhat, this has been attributable to deteriorating agricultural
performance rather than the successful development of industry and manufacturing.
In other countries, the service sector accounts for much of the perceived change in
economic structure, and the commodity-producing sectors achieved little positive
structural change in the form of improvements to the organization, techniques and
basic facilities underlying the production of commodity goods and basic services.
Looking to the year 2000, under baseline conditions the economic structure of these
countries presents a picture of slow structural change with a pattern of production
significantly different from that of other regions of the world,
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346. Past, present and projected baseline distributions of global output by
ditferent types of economic activities are summarized in table 46. The nature and
extent of change in the origin of world production varies from region to region,
but certain trunds stand out,

347. The relative share of the developing countries in world output in all major
sectors of production has risen noticeably over the laat 15 years and may be
expected to continue to do so. This increase in the weight of developing countries
as a group, however, masks divergent trends within the total for this group, with
large gains registered in the more manufacturing-oriented economies of Latin
Americe and South and East Asia and little change or setbacks occurring elsewhere,
The complementarity of production between primary production in developing
countries and secondary production in developed countries has been changing
continuously, thus changing the nature of interdependsnce between the two groups.

348, As in the case of changes in the composition of economic activity occurring
within different groups of developing countries, there are marked differences in
the extent and nature of shifts in the origin of gross world production. Many of
these shifts are consistent with expectations mentioned above about the likely
change in the distribution of world output, For example, a massive nominal shift
in the origin of income generated in the mining and quarrying sector - from the
major industrial economies of the North to the petroleum-exporting developing
economies - occurred during the period from 1970 to 1985. Similarly, although the
major developing exporters of manufactures account for only a small fraction of
gross world product, they increased their share of world manufacturing product
significantly over the decade and a half studied here; moreover, their economic
expansion was not limited to manufacturing but encompassed all lines of activity
except mining and quarrying. PFor these two groups of developing countries, and for
other high and medium-income developing countries, the projections indicate a
continuing ghift in the locus of production from the more mature economies in the
North to many rapidly growing developing countries,

349, No increase may be expected, however, in the proportion of world output
originating in many low-income and least developed economies of sub-Saharan Africa
and South Asia under the baseline assumptions. Many of these economies grew slowly
over the historical period reviewed here and, as mentioned above, experienced
little positive structural change. Baseline trends projected out to the year 2000
indicate that agriculture will continue to be the preponderant source of income and
employment in many of these countries, and the slow growth of this sector may be
expected to be translated into slow growth for the economy as a whole.
Consequently, the share of these economies in the output of all categories of world
production may be expected to decline or remain stable over the period to the end
of the¢ century.,

/Otl




A/43/554
English
Page 147

Table 46. Geographic distribution of world market economy production,
dsbour force and population: historical and projected

under a baseline guepario, 1970-2000

(Percentage shares in gross domestic product and corresponding

labour force and population totals) a/

Year and
country group

Share in gross world market

—sectoral produgt

Agriculture

Share in total
world market

-sgonomy

Domestic
Industry Services

Labour
force Population

1970

World market
Developed market
Developing countries
North Africa
Sub-Sahara
Weatern hemisphere
West Asia
South and East Asia
Mediterranean

1985

World market
Developed mariket
Developing countries
North Africa
Sub-Sahara
Western hemigphere
West Asia
South and East Agia
Mediterranean

2000

World market
Deveioped market
Developing countries
North Africa
Sub-Sahara
Western hemisphere
West Asia
South and East Asia
Mediterranean

100
48
52

2.0
12,7
11,0

3.4
20.1

3.2

100

59
2.2
10.3
12.7
3.8
26.3

3.6

e freme Vet o i ttoas € e e

100 100
32 29
68 71

109 209
12.8 11.2
9.2 11.3
1.5 2.2
40.3 41.2
2.7 2.4

100 100
28 24
72 76

2.2 3.2
13.8 13.2
10.6 12.2

2.0 2.7
40.9 42.9

2.5 2.3

100 100
24 20
76 80

2.6 3.4
15,5 16.4
11,5 12.7

2.5 3.3
42,2 42.8

2.5

2.2

Source: Department of International Economic and Social Affairs of the United

Nations Secretariat.

a’/ Measured in 1980 prices and exchange rates,
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350. Structural change has been particularly evident in world trade. The average
number of products exported by developing countries has steadily increased, and
trade concentration ratios have fallen. At the same time, the importance of trade
relative to GDP has incressed over the past two decades in nearly all world
regions. For the market economies as a whole, the value of exports relative to GDP
inoreased from 12 per cent in the early 1980s to 21 per cent in 1980. The increase
was more dramatic for the developing countries, especially the major exporters of
manufactures, where the indicator inoreased from 13 per cent in 1960 to 32 per cent
in 1982. The only group showing little change was that of the least developed
countries. 125/

351, There have also been systematic trends in the shares of Aifferent regions in
world exports. These shifts reflect the changing pattern of final demand in the
developed market economies, changes in relative prices, changes in technology which
have reduced the raw material content and energy-intensity of production, and
shifts in the location of industrial production arising, in part, from the
activities of transnational corporations.

352. The salient trends are the following. The share of the developing countries
in world exports of manufactures more than doubled between 1970 and 1985, to reach
14 per cent. The share of OPEC in world exports of fuels increased from

54 per cent in 1970 to 64 per cent in 197%, but fell to 40 per cent by 1985 owing
to the increase in production and exports of non-OPEC countries, 1In the case of
food items and ores and metals, the shares of developing countries in world exports
appear to have declined between 1970 and 1975 but recoverec between 1975 and 1985,
In the case of agricultural raw materials, the share of developing countries in
world exports declined between 1970 and 1975 and remained low in 1985. Trade among
Ceveloping countries increased markedly, from 20 per cent of their total exports in
1970 to 30 per cent in 1985,

353, Technological developments, some of which are described more fully in the next
section, have contributed to the chuanges in the sectoral composition of output and
trade in numerous ways. They have done so, for instance, by increasing
productivity in the goods-producing sectors, such as agriculture and manufacturing,
at more rapid rates than in other branches of industry and much of the service
sector. Improvements in telecommunications and the development of myriad
computerized business services have made it possible for industrial establishments
to contract to external firmas many business services formerly provided internally,
which suggests that the magnitude of increase in the service sector may ba somewhat
overestimated,

354. The developinent, production and use of new technologies also cause shifts in
the structure of employment by occupation within economic sectors. The electronics
industry, for example, is both labour- and skill-intensive. The information sector
and other "high-tech" industries, defined as those which manufacture computers,
electronic components and other technical devices, currently employ about

15 per cent of the work force in the United States. However, less than 25 per cent
of the employment in these industries is in specialired occupations such as
computer specialists and engineers, the remainder being engaged in production,
distribution and other service occupations.
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355, The combined effects of technological developments within industrial
categories and shifts in the sectoral composition of output are reflected in
changes in the occupational structure of employment for the economy as a whole., In
the United States, for example, clerical workers and professional and technical
workers increased their share of occupational categories by more than vne third
between 1960 and 1980 (table 47)., Under the assumption of moderate economic growth
in the 19908, there would he little change in the combined share of those two
groups, but there would be a significant shift between them, with the share of
professional and technical workers increasing by one fourth and that of clerical
workers falling by two fifths. By the year 2000, 20 per cent of the labour force
is expected to be in the category of professional and technical workers, compared
with 11 per cent in 1960 and 16 per cent in 1980.

B. New and emerging technologies

356. The development of new technologies and their rate of diffusion among
industries and countries is a principal factor behind structural change. The
process of innovation by which new technologies create new products or become
incorporated in production processes and organisational structures is very much a
function of economic variables such as changing patterns of final demand and
relative factor prices. At least three areas of technological innovation -
micro-electronice and information, new materials and biotechnology, are expected to
have an increasing impact on the world economy during the 1990s. 126/
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Table 47. Qocupatiopnal employment trends in the Upited States,
1900-2000, under two scepariocst modexate economic
and moderate technological diffusion a/
(Percentage)
Moderate Moderate
economic technological
growth diffusion
acepario b/ scenario ¢/
Occupation 1900 1930 1960 1980 1995 b/ 2000
1. Clerlcai workers 3 9 15 19 19 20 11
2. Professional and
technical
workers 4 7 11 16 17 17 20
3, Bervice workers 9 10 12 13 16 17 15
4. Craft and related
workers 11 13 13 13 12 12 15
5. Managerial and
related workers é 7 11 11 10 10 7
6. Operative workers 13 16 18 14 12 9 16
7. Sales workers 5 (-] 6 6 7 9 7
8. Labourers 12 11 -] 5 5 3 6
9. Farm workers 37 21 8 3 2 3 3
Total 100 100 100 100 100 160 100

doukcest 1900-1995: cited in R. W. Rumberger and H. M. Levin, "Forecasting

the impact of new technologies on the future job market", Technological Forecasting
and Social Change, vol. 27, 1985, p. 409,

20N0: Department of International Economic and Social Affairs, based on
projections from United States Department of Labor, Bureau of Labor Statistics,
Monthly Labor Reviaw, vol., 110 (No. 9), Sept. 1987, p. 47, and W, Leontief and
F. Duchin, The Impocts of Automation opn Employment. 1963-2000. 1983.

a/ The percentage distributions were computed on the basis of experienced

civilian labour force for 1900 and 1930, and of total employed persons for other
years.

b/ Based on moderate-trend projections in United States Bureau of Labor

Statistics, Monthly Labor Review, 1987, gp. cit.

¢/ Based on moderate technological diffusion rate scenario in W. Leontief

and F. Duchin, gp. ¢it.
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1. Micro-slectronics and intormation

357. The growth of the computer and telecommunication industries has been rapid and
pervasive. The world demand for telecommunication equipment, as proxied by
seleuted International Standard Industrial Classification categories and measured
in constant prices, has been growing at an annual rate of 8 per cent during the
10808, with faster than average growth ocourring in Asia (10 per cent) and less
than average growth in Europe (6.7 per cent). Computer equipment and services in
the United States and in world markets are expected to grow more rapidly than
telecommunication equipment and services for the period from 1985 to 1990, as shown
in table 48, Faster growth has been recorded for the semiconductor industry, whioch
produces the key components used in all computerised applications, and which could
account for 4 per cent of total world manufacturing output by the year 2000.

Table 48. HWorld and United States market for telecommuniocation
and computer goods and services. 1985-1990

(Percentages) a/

Sectors redefined World
according to 1485 1990 annual
standard industrial United United growth rate
classification (8IC) World States World States (percentage)
Telecommunication equipment 13 11 11 9 8

(8IC 3661, 36621, 36622)
Computer equipment (SIC 3573) 19 26 22 27 1¢
Telecommunication services 58 53 50 42 ¢

(8IC 4811, 4821)
Computer services 10 13 17 22 24
Total: (in per cent) 100 100 100 100 12

(in billions of United
States dollars) 498 224 884 394

Source: Economic Commission for Europe, The Telecommunication Industry Growth
and Structural Change, 1987, p. 19.

a/ Percentages are computed baged on the value in current United States
dollars.
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350, Well-known applications include the automation of telecommunications and the
linkage of data transmission to computers for analysis (informatics). These
applications, together with word processing and the computerisation of many
management systems, have transformed finance, banking, busineas management and
public administration. In the past, information systems were used to reduce
administrative costs, but recently large companies have begun to use information
systems as central components in transmitting technical and economic information
among numerous computer syatems at various geographical locations. 1In
manufacturing and to some extent in agriculture, many processes have bo:
automated, some requiring highly flexible, self-regulating machines, or robots",
while the engincering industry has been transformed by computer-assisted lesign
with the advent of three-dimensional computerised screen displays.

359, Many technical advances are expected in this automation area in the 1990s,
such as the projected trends for the United States in key areas in programmable
automation, or computer-integrated manufacturing which has the capability of
integrating information processing with physical tasks performed by programmable
robots (see table 49).

360, While a few developed market economies continue to be the source of new
technologies, a number of countries in Asia and Latin America have developed
national electronics industries of some scope, and many more are rapidly
introducing computerized technologies in other sectors.

361, The newly-industrialised countries, such as Singapore and the Republic of
Korea, have welcomed foreign subsidiaries and joint ventures for the development of
consumer-based electronics and electronic compenents. In the 1990s, the
newly-industrialised countries may well catch up with the industrialised countries
in the areas of electronics, petrochemicals and steel. 127/ Other developing
countries, such as Brasil and India, have been building their informatics
industries mainly through nationally-owned enterprises. In many other developing
countries the electronics industry remains embryonic, with only some assembly and
minor software operations.
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1984

1985-1986

1987-1990

2001 and
1991-2000 beyond

1.

2,

3,

Micro-computer-based
workstations
computer-aided
design (CAD):
(a) electronics design
(b) mechanical design

3-D vision in structured
environments for ease of
visualization

3-D vision in unstructured
complex environments

Flexible manufacturing
systems (FMS) for
(a) cylindrical parts
production
(b) sheet metal parts
production
(c) 3-D mechanical
asgsembly
(4) electronics assembly

Standardization of
interfaces between wide
range of computerized
devices in an
integrated factory

Computerized factories
needing only a few people

in management, design functions

+

Source: Office of Technology Assessment, Congress of the United States,

Computerized Manufacturing Automation: Employment Education. and the Workplace,
Washington, D.C., 1984, p. 6.

Note:

+ Solution in laboratories

& Firet commercial applications
.

Solution widely and easily avalilable (requiring minimal custom
engineering for each application),
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2. New materials

362, During the past three decades, a number of new materials have been developed
as research has been directed toward more consistent quality and reliability,
improved durability, and ease of processing. These include new metal alloys,
plastic-coated metals, elasto-thermo plastics, laminated glass, and
fibre-reinforced ceramics (figure 1). Their uses are becoming widespread in
electronics, aerospace, automobiles, packaging, building and civil engineering.
Estimates of growth in world demand for the period 1985-1990 suggest that the
fastest growth is likely to be in ceramics and materials for electronics (tables 50
and 51). Further evidence of the growing importance of new materials is provided
by technological developments expected to occur in Japan during the next decsde
(table 52). New materials technologies and their applications figure prominently
on the list.

363. The use of new materials has lowered the raw-material intensity in most
industrial gectors superimposed on a shift in final demand away from goods that are
raw-material intensive, a ~henomenon known as "dematerialisation". The trend of
substituting new materials is expected to accelerate as a consequence of the demand
for enhanced performence in such industries as electronics, communications,
information and data processing, transportation, energy, manufacturing and
chemicals. The largest changes are expected to be in the substitution of such
materials as ceramics, polymers and composites for metals. Advanced-materials
technologies are expected to revolutionisze the automobile and aircraft industries
in the next decade and beyond. High-performance plastics and ceramics will be
increasingly utiliszed to increase fuel efficlency by using ceramic engines and to
reduce the weight of car bodies by using plastics and resin-based composites.

364, It is estimated that the amount of industrial raw materials required to
produce one unit of industrial producticn is now equivalent to only 40 per cent of
that required in 1900, and that this declining trend is accelerating. 128/
Depreciation on intangible investments such as software, marketing, research and
development is expected to constitute a lavger share of the production cost, while
that of raw materials and energy expenditures will decline relative to other costs.

365, These trends will reduce the rate of growth of demand for such materials as
copper, sinc, tin, bauxite and aluminium. Although some of the developing
countries that are low-cost producers will be able to increase their shares in the
slowly growing world markets for traditional materials, they will generally face
declining real prices. In the production of some new materials such as
fibre-reinforced plastics and fibre-reinforced inorganic materials, developing
countries may be competitive because of an abundance of the raw materials required
and the labour-intensive character of some parts of the production chain. Examples
of such possibilities are shown in table 53.

/l..



A/43/554
English
Page 155

*9861 ‘Juamdoraaaq 103 Lborouyoarl pue adUITIDS 103 213U SuoTjey pIjTUf] I3 03 N
pojuesaid iaded ‘(3gig) sInbrwouone SUOTSTA91d 9p 32 UOTjewiojur,p neaing -, joedwr
OTWOU0Dd I1TIq) pue SITHoTouURIa] Teriajem UT SIDURADY,, “[313IN0G ‘W °p  :33IN5T
bonsulve
ped Swlepay opQewevy szedserey squese() | sseires manenpe
pus bmprng
/ |
sevnes samed wwoys l.~ stoye
samveses somyé ssné ssrnsdwe) Sussony perod - sie1l3jeWw 1N
podsesnoy Sunowmon _powees POrSumny : o3 Y] o teriemng
7 ¥ a
| |
]
i[d oneeyd
somwesw) miﬂ“ﬂiu oome ooy L ssomewn3 Levwped m hesre)wony oy ctoiseree 25sey
: [ &




A/43/554
English
Page 156

Table 50. Prospegts for new materials in the world market, 1985-1990

Sales in 1985

Average annual
volume growth

Products (Billions of French francs) (1985-1990 percentage)
Ceramics 45 16.1
Materials for electronics 85 12.0
New glass products 25 9.9
Composites (all grades) 70 8.4
Technical plastics 150 7.0
New non-ferrous products . 7% 3.7
New steel products 340 2.2

Total 790 6.3

Sourcet J. M. Poutrel, "Advances in material technologies and their economic
impact", Bureau d'information et de prévisions economiques (BIPE), paper presented

to the United Nations Centre for Science and Technology for Development, 1986.
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(Percentage per annum)
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Type of materi

al Consumption growth rate

Traditiconal materials

Non-ferrous metals
Traditional ceramics

Chemicals
Metals
Textiles
Paper

Total for
Mew materials

Amorphous
Composite
High-temp
New mater
Technical
Carbon fi

traditional materials

metals
materials

erate ceramics
ials

basic materials
bres

High polymer

Total for

new materials

NN DDWWW

42
29
19
18
14
14
13

18

Source:

Finanpcial Times, 18 April 1985, p. 7.
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Table 52. [Forecast of technology dwvelopmant ia Japan. 1989-2006
Probable
year Principal innovations with u hlgh expectation of realiszation
2006 Forecasting earthquakes within an¢ month
2005 a/ Super conductors with critical temperature of liquified nitrogen
(77K)
2004 Means of converting cancerous cells into normal cells
2003 a/ Steel production from nuclsar energy
2002 a/ Submersible cargo shlpct alrcraft and automobiles using hydrogen
fuel
2001 Drugs for arteriosclercsis
2000 Large-scale environmental purification technologies
1999 Chemical agents for troating clotted cancer
1998 g/ Direct aluminium refining technology (direct reduction) Earthquak.
prediction through sewa-hed crust activity
1997 a/ Deep-sea ex:ractlon ¢f metallic nodules
a/ Large-scale commerclial nuclear fuel reprocessing plant
1996 a/ Engineering laboratory in space
Three-dimensional memory devices
1995 a4/ Deep-sea (several hundred metres) drilling technologies
8/ Disposal of high-level radioactive wastes by solidification
techniques
1994 a/ Super LSI - 109 devices per chip
1993 a/ Super computers (high speed devices); high-efficiency
thermoeleztric conversion
1992 a/ Advanced robots for complex working eanvironments
1991 Long-range meteorological forecasting
1990 a/ Large area amorphous silicon solar cells
1989 Satellite prospecting (minerals, fishing, agricultural)
Sourcet D, Hondros, '"Materials: a perspective', ATAS Bulletin., No. 5,

Materials Technolagy and Development, United Nations Centre for Science and
Technology for Development, 1988, pp. 3-4.

a8/

Related to new materials technology development.

/CC'
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Table 53. Posgible scenarios for materials development in Africr
1, Use of coconut pith as filler in furane plastica to replace petroleum-based

plastics and metals, especially the rare metals, to reduce the coat and amount
of energy used in metal extraction and recycling.

2. Increased research and developrent work in the application of such abundant
metals as iron, aluminium and silicon in place of such metals as copper,
nickel, lead, tin, ®inc, tungsten, vanadium and silver,

3, Replacement of today's structural steel-skeleton construction techniques in
all major hHuildings with composite-materiale construction techniques which
could provide equally strong but lighter structures.

4, Substitution of steel, glass, wood and concrete by aluminium,

5. Development of new devices for in-depth exploitation of ocean resources.

6. Massive replacement of steel and concrete bywood and aluminium for primary
structural support members in bridges, low and high-rise buildings, commercial

aircruft, transportation, fiuniture, automobiles and ships.

7. Use of ceramic coatings such as graphite, glass silicon, nitride, sirconium
oxide, chromium, oride, and a few borides.

8. Increased importance of alumina, beryllia zirconia and magnesia in ceramics.

9. Production of possible commercial porcelain coatings.

Source: A, M, Goka, "Materials technology forecasting", ATAS Bulletin, No. 5,
9p. ¢it., p. 107,
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3. Biotechnology

366, . ‘otechnology innovations have already been applied in food and agricultural
production, renewable energy, waste recycling, pollution control, and medical
treatment., A principal advantage of these innovations is their economical use on a
small scale, without large infrastructure requirements, which could facilitate
their use in developing countries,

367. Biotechnology and other methods can be utilised to develop new and more
valuable typec of fish and thus enhance the fishery industry of coastal States,
especially in view of the fact that the demand for fish is projected to exceed
supply by over 20 million tons annually by the year 2000, Moreover, many coastal
States are increasingly reluctant to allow other nations to fish within their
Exclusive Economic Zones. Consequently, some countries must rely increasingly on
their own waters and on fish farms, For instance, Japan, which obtains about

10 per cent of its total catch from its fish farms, has carried out "biotechnology
fish" projects to aid its fish farms, such as the use of cell fusion technology to
produce algae that are 350 times more efficient in raising brine shrimp.

368. The potential of biotechnology for increasing agricultural productivity is
high. The United States Office of Technology Assessment, for example, expects that
by the year 2000, five sixtlis of the annual increase in agricultural production in
the world will result from new biotechnology and other yield increases, while

one sixth will be due to the increase in the quantity of land used in production.

369, Growth in commercial output of bictechnology products, such as
bio-pharmaceuticals and new chemicals with agricultural applications, is expected
to average 9 per cent per year until the year 2000, World sales are expected to be
about $20 billion for 1996-2000, compared with $8.5 billion for 1986-1990

(tarle 54).
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Table 54, Projected biotechnology acale-up market
(Millions of United States dollars)
Average
——1986-1990 = __1901-1995 = __1996-2000 = annual growth
United United United rate

States World States World BStates World (percentage)

Blo-pharmaceuticals 1 410 5 950 2 169 9 155 3 338 14 086 9
Specialty chemicals 410 1 750 631 2 693 971 4 143 9
Agriculture-related 180 800 275 1 231 426 1 894 9
Total 2 000 8 500 3 075 13 079 4 735 20 123 9

Source: Business Communications Company, Inc., cited in Eurcpean Chemical
News, 30 March 1987,

370. The invention and exploitation of tissue culture and other biotechnology
procedures by developing countries may result in the displacement of certain
products exported by developing countries. The estimates presented in table 55
indicate that new bioengineered products valued at $US 986 million will displace
exigsting products valued zt $US 591 million in the United States in 1992,

371, A few developing countries, including Mexico, Thailand, Indonesia, Nigeria
and the Phi)ippines have established projyrammes to actively incorporate
biotechnolugy in certain agricultural and industrial activities, Thailand, for
instance, has identified fermentation technology (for production of feed
components, single-cell protein, industrial chemicals, etc.) and enzyme
technology (for production of antibiotics. sweeteners, etc.) as having a
potentially iurge impact on industry.
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Table 55. New bicengineered agricultursl products asd displacement
of existing products in the United States, 1983-1992
(Millions of United States dollars)
Products 1983 19087 1992

New bioengineered products

Seeds 2 20 436
Fertiliszers o 219 319
Crop protection chemicals ‘e 134 231
Total e 373 986

Markets lost

Fectilisers o 145 360
Crop protection chemicals oo 67 231
Total ‘e 212 591

Source: Technology Update, 14 May 1983, cited in United Nations Centre on

Transnational Corporations, Transnational Corporations in Biotechnology (United
Nations publication, Sales No. E.88,.II,A.4), p. 17,

372. Nigeria has conducted substantial research and development work in
biotechnology and gsnetic resources, and has succeeded in developing genetic
selection and breeding techniques which have led to the improvement and production
of local varieties of crops with higher yields, greater disease and pest resistance
and earlier maturatinri, The Philippines considers its biotechnology programme as
the initial step towird an industrialisation strategy which will induce blological
transformation of biomass into food, fuel, fertilizers and chemicals. By using
crop residues and by-products as raw materials, that country plans to produce
liquid fuel and industrial chemicals and to alleviate its dependence on imported
oil, Various biotechnology products and processes are considered technically and
economically feasible for development in Mexico (see table 56).
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Table 56. Estimates of technical and economic feasibility of
development._of selected biotechnology products and
processes. ip Mexico. 1984-200Q

Eatimates of technical and

..... sconomic feasibility .
1984 1990 2000

Products and processes

Uciligation of marine algae spirulina T
Reutilization of excretions T, R
Increased digestibility of farm produce and
agro-industrial byproducts T,B T
vitamins T,E T
Foliar protein and other concentrates T T
Single-cell proteins:
Agro-industrial byproducts (solids and liquids) T
Molasses T
Methanol T
T
T
T

343
™™

Y1233

Others
Mushroom and fungus production
Bone meal) and dried blood, meat and/or fish
Enzymes (a-amylases, gluco-amylase, lactose,

invertase, proteases, pertinase, glucose

isomerase, penicillinase, cellulases) T,
Proteolytic ensymeas of plant origin T,E T
Amino acids (lysine, glutamic acid, methionine,

tryptopan, and all other essential aminc acids) T,E T,E T,E
Protein enrichment of various subhstances T
Biopolymers T,E
Production of micro-algae T
Production of essential oils T,E
Mononucleotides T
Processes based on improved and/or genetically

const.ructed rootstalks T
Improved production of vitamins, single-cell

proteins, biopolymers, fungi, powders, protein

concentrates T
Pigment production T
Production of alternative feedstock

(fermentation of solid base) T,E T,E
Lactic aciad T,E
Sweeteners (fructose) E
Microbe oil E
Unconventional new food sources E
Immobilized enzymes T,E
Synthetic protein E
Anserobic digestors for biogas production T,E
Biogas reactors T,E
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Table 56 (continued)
*“‘!! Estimates of technical and
——sconomic feasiblility
Products and processes 1984 1990 2000
Methane production fromi
SBanitary landfills T,E
industrial waste T,E
Animal waste T,E
Hydrogen production E
Ethanol production from:
Sucrose T,E
Starch and other unconventional bLases T,E
Cellulose and agricultural byproducts T,E
Hydrocarbon production fromi
Rapid-growth plant species E T,E
Biochemical combustibl cells E T

e —— o vsee

Sourcet R. Quintero Ramirez, ed. Perspectivas de la biotecnologia en México,
Mexico, Javier Barros Slerra Foundation and CONACYT, 19.5, pp. 474-475.

Note:t Ti: Development estimated to be technically feasible.
E;1 Development estimated to be economically feasible.

373, As these examples suggest, biotechnology offers consicirable scope to many
developing countries for increasinc agricultural productivity and for diversifying
the structure of thelir exports,

C. DRiffusion process of pnew technologies

374, The dAiffusion of new technologies depends upon such factors as expected
profitability and risk; the required amounts of applied research, development, and
investment); marketing and production capabilities of firms: resource endowments
(especially engineering skills); and relative factor prices. The period from
invention to innovation (first practical use) to commercial application has been
diminishing over time. The time lag is gener:'ly shorter for consuner products
than for industrial products, as well as for i-.ventions requiring relatively small
investment., Imitation lags are usually much shorter than the time required to
invent equivalent products or processes, depending on the industry and country and
on the cost of imitating a particular product or process. In general, diffusion
tends to be more rapid in the United States and Japan than in Western Europe,
possibly because of close: links between industry and universitlies, grester
mobility of technologically skilled personnel, and lower harriers to market entry.
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375. The transfer of new technolugies has been inuch more rapid among developed
countries than from developed to developing countries. Those developing countries
with ralatively large domestic markets and more open economies tend to experience
greatur diffusion with shorter time lags.

376, A study of the most useful inventions introduced in the United States during
the 1888-1935 period found that the time lag from invention to first commercial
success averaged about 14 years during 1888-1913; for the inventions that emerged
during 1900-1935, the gestation period was shorter, with a mean of 9 1/2 years.

The length of time from the first commercial success to common use was about
14 years for both periods. 129/

377. The time needed to imitate a given product or process is a decreasing function
of the resources availavle., Firms with comparable technological capability monitor
closely the changing technology of their competitors and imitate them rapidly.
Advances made in communication and transportation technology tend to speed up this
process. This shertens the product life cycle significantly and thus tends to
discourage firms from engaging in the innovation stage of basic technologies. An
analysis of a sample of 48 product innovations introduced during 1960 to 1976 in
the chemical, drug, electronics and machinery industries in the United States
showed that about 60 per cent of the patented inventions were imitated within four
years. 130/ The ratio of imitation time to innovation time averaged about 0.70,
and the ratio of imitation cost to innovation cost averaged about 0.65.

378. The time lag between invention and application slso sppears to vary
significantly across industriec. Based on s sample of 11 petroleum refining
processes and 35 products and processes in other industries, the average time lag
was 11 years in the petroleum industry and about 14 years in the others. 131/

Among the other industries, mechanical inventions were found to have the shortest
time lags, followed by chemical and pharmaceutical inventions and then

electronics. The speed of electronics application is rentrained by the requirement
of specialised technical knowledge. Certain inventions can be profitably applied
only after some changes have occurred in tastes, technology, and factor prices.
Also, some inventions deviate substantially from prevalent technology, while others
are merely improvements. 132/

379, The diffusion lag alsc differs among individual countries, depending on policy
and institutional environments, technology and organisational capabilities,
availability of skilled human resources and different economic climates. New
advances in technology tend tc spread more rapidly in the United States than in
some other developed countries, both through the direct transmission of ideas among
universities and industries and through the high mobility of technologically
skilled personnel. In addition, lower barriers to entry in United States
industries are conducive to tais process. In the case of micro-electronics, the
!mitation lag was estimated to be 0.1 year in the United Btates, 2.2 years in the
United Kingdom of Great Britain and Northern Ireland, 2.7 years in the Federal
Republic of Germany and 2.5 years in Japan. 133/

380. The channels of the international transfer of technology have increased
significantly since the early 1970s. At present, they may take many forms, which
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may be either commercial or non-commercial, 134/ Non-commercial channels, for
example, include technical assistance provided by Governments. Commercial transfer
of technology is made through a variety cf channels such as foreign direct
investment, joint ventures, trade in capital goods, licensing of patents or
outright purchase of patent rights, suboontracting, and supply of consultancy
services. 138/ International transfer of technology has been dominated by private
foreign direct investment and inter-firm licensing, Foreign direct investment in
developing countries, however, declined somewhat in the early 1980s due to the poor
economic climate. Despite its sluggishness, 138/ foreign direct investment is
expected to continue its important role in this arena, but joint ventures and
licensing are inocreasingly proferred 137/ and are expected to rise more :apidly
than foreign direct investment,

381, In this context, the future strategy of transnational corporations will
continue to have a dominant impact on the transfer of technology. A major portion
(about 80 to 90 per cent) of the technologies transferred to developing countries
in the past have been made through transnational corporations, in the form of
foreign direct investment, liceneing and other means. Their decisions on
technology transfer depend on the prospects for profit, which take into
consideration relative factor costs and local resource structure (low-cost labour
and natural resources), transport cost, sise of the local market, host Government's
policies and regulations, (tariffs, taxes and other incentives), and perhaps more
importantly, the product life cycle. Recently, transnational corporations have
expanded their operations in information-intensive services (banking and finance,
in particular), the bulk of which is concentrated in developed countries.

Recently, the number of countries from which the transnational corporations have
been supplying technology to developing countries has incieased., The share of
transnational corporations resident in Japan and Europe has increased in the recent
past, while that in the United States has decreased.

382. Several of the more advanced developing countries (India, Brasil, Argentina,
Republic of Korea and Taiwan, Province of China, in particular) have emerged as
inoreasingly important exporters of capital goods in the past decade, augmenting
sources of technology for other less advanced developing countries. Also, the
availability uf more diverse forms and sources of transfer is expected to help
developing countries to import technology at lower prices and with greater
flexibility in "unbundling” the technology package.

383, Creation of a domestic technological capacity -~ through appropriate skill
formation and enhancement of research and development capabilities and technologies
for monitoring and disseminating information on new “echnologies - is an important,
though costly, policy pursued by an increasing num' »r of developing countries.
Complementary efforts to improve technology import nolicies, with a preference for
licensing agreements and "unbundling” of the techi. Y package, might be more
cost-effective,

/occ



A/43/554
English
Page 167

D. Structural changes in world manufacturing

384. There have been substantial structural changes in world manufacturing during
the period 1965-1985, and several of the trends which were characteristic of this
period are expected to continue during the decade of the 1990s. The salient
trends, described more fully below, are the followingt

(a) The share of manufacturing value-added (MVA) in total GDP of the
devaloping countries, which increased substantially during the past two decades, is

expected to increase further, from 18.7 per cent in 1985 to about 20 per cent by
the year 2000)

(b) The MVA/GDP share in the develojed market economies is expected to remain
roughly constant at about 26 per ceant;

(c) These trends, combined with GDP growth in the developing countries, the
centrally planned economies of Eastern Europe and the Soviet Unioa higher than that
in the developed market economies, will lead to further increases in the shares of
world MVA accounted for by developing countries eand the centrally planned ecor .ies
(excluding those in Asia), and a corresponding decline in the share of the
developed mar‘ket economies (table 57);

(4) Within the manufacturing sector itself. the share of the consumer goods
sector has been falling and that of capital goods increasing, in both developed and
developing market economies, but the sise of this shift has been much greater in
the developing countries (table 58);

(e) At a more detailed sectoral level, the shares of textile and wearing
apparel in total MVA have besn falling in developing countries and are expected to
continue to do so (table 59). None the less, “heir share in world-wide production
of these products ls expected to continue to increase;

(£) 1In the developed market economies, further declines are expeated in the
relative importance of textile and wearing apparel, footware, petroleum refining,
and iron and steel;

(g) In the developing countries, there are very large differences among
groups of countries; a small group of major exporters of manufactures accounts for
the largest portion of the changes mentioned above;

(h) Comparing the group of major exporters of manufactures with another group
of countries with relatively large manufacturing sectors shows that, whereas the
MVA/GDP share in the latter group had been higher in 1965, the situation had been
reversed in 1986, and the share of MVA/GDP in the major exporters of manufacturing
ie expected to continue to increase more rapidly than in the other groups
throughout the decade of the 1990s.
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Table 57. BShares of major country groups in world value-added
mapufacturing and its branches, 1965-2000 a/

(Percentage)

Branch and country group 1965 1975 1985 1986 1990 1995 2000

Total Manufacturing L/

Developing countries 9 11 12 13 14 15 16
Developed market 77 69 66 65 63 61 59
Centrally planned g/ 14 20 22 22 2 24 25
World total 100 100 100 100 100 100 100
Consumer goods b/
Developing countries 13 15 16 17 18 19 20
Developed market 69 62 60 59 57 54 51
Centrally planned g/ 1 23 24 24 25 27 29
World total 100 100 100 100 100 100 100
Capital goods b/
Developing countries 5 7 8 8 9 10 11
Developed market 85 76 72 71 69 68 66
Centrally planned g/ 10 16 20 21 22 22 23
World total 100 100 100 100 100 100 100
Intermediate goods b/
Developing countries 10 13 17 17 19 21 23
Developed market 74 66 62 61 58 56 53
Centrally planned g/ 16 20 21 22 22 23 23
World total 100 100 100 100 100 100 100

Sgurcet Department of International Economic and Social Affairs, based on
data supplied by United Nations Industrial Development Organisation.

(Footnotes on following page)
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(Footnotes to table 57)

4/ Shares may not add to 100 per cent because of rounding.

R/ Total manufacturing comprises consumer, capital and intermediate goods

defined by International Standard Industrial Classification categories as the
following:

Consumer goods coninist of food products (311), beverages (313), tobacco
products (314), textiles (321), wearing apparel (327%), leather and fur
products (323), footwear (324), wood and wood products (331), furniture and
fixtures (332), paper and paper products (341), printing and publishing (342), and
other manufacturing industries (390).

Intermediate goods consist of industrial chemicals (35%), other chemical
products (352), petroleum refineries (353), miscellaneous petroleum and coal
produc’.e (J54), rubber products (355), plastic products (356), pottery, china and

earthenware (361), glass and glass products (362), and other non-metal mineral
products (369).

Capital goods consist of iron and steel (37i), non-ferrous metals (372), metal
products (381), non-electrical machinery (382), electrical machinery (383),
transport equipment (384), and professional scientific equipment (385).

g/ Centrally planned economies, which include those of Eastern Europe and
the USSR,
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Table 58. Rranch share of disaggregate manufacturing value added,

by major goun’ry group. 1966-2000 &/

(Percentage)

Country group and branch 1966-1970 1976-1980 1981-1985 1983 1990 2000
Developing countries
Total manufacturing h/ 100 100 100 100 100 100
Consumer goods 58 49 47 46 43 38
Capital goods a3 a8 28 29 30 33
Intermediate goods 19 23 25 25 26 28
Developed market economies
Total manufacturing b/ 100 100 100 100 100 100
Consumer goods 36 33 33 32 3l 28
Capital goods 48 49 49 51 51 54
Intermediate goods 16 18 18 18 18 18
Centrally planned economies g/
Total manufacturing b/ 100 100 100 100 100 100
Consumer goods 50 43 40 39 38 38
Capital goods 32 38 41 43 44 44
Intermediate goods 18 19 19 19 19 19
Sourcet Department of International Economic and Social Affairs, based on

data supplied by United Nations Industrial Development Organisation.

(Footnotas on following page)
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(Footnotes to table 58)

A/ Shares may not add to 100 per cent because of rounding.

b/ Total manufacturing comprises consumer, capital and intermediate goods
defined by International Standard Industrial Classification categories as the
following:

Consumer goods consist of food products (31l1), beverages (313), tobacco
products (314), textiles (321), wearing apparel (322), leather and fur
products (323), footwear (324), wood and wood products (331), furniture and
fixtures (332), paper and paper products (341), printing and publishing (342), and
other manufacturing industries (390).

Intermasdiate goods consist of industrial chemicals (351), other chemical
products (352), petroleum refineries (353), miscellaneous petroleum and coal
products (354), rubber products (355), plastic products (3%56), pottery, china and
earthenware (361), glass and glass products (362), and other non-metal mineral
products (369).

Capital goods consist of iron and steel (371), non-ferrous metals (372), metal
products (381), non-electrical machinery (382), electrical machinery (383),
transport equipment (384), and professional scientific equipment (385).

€/ Centrally planned economies, which include those of Eastern Europe and
the USSR,
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Table 59. Sharec of selected industries in total mapufacturing value
ndnnn‘_1uL4mmzn19n1nn_nnnnhx1nl_nnn_hhnif_nnhnxnnpl‘_nnn
developed market ecoxomies, 1966-2000 a

(Percentage)

D

sveloping countries
Industry 1966-1970 1976-1980 1981-1985 1985 1990 2000

Food (311) 18 15 16
Textile and wearing apparel

(321 and 322) 2
Footwear (324)
Industrial chemicals (351)
Other chemical products (352)
Petroleum refineries (353)
Rubber products (355)
Iron and steel (371)
Non-ferrous metal (372)
Metal products (381)
Non-electrical machinery (382)
Electrical machinery (383)
Transport equipment (384)
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—  Major exporters of mapufacturing
Industry 1966-1970 1976-1980 1981-1985 1985 1990 2000

Food (311) 12 12 11
Textile and wearing apparel

(321 and 322) 2
Footwear (324)
Industrial chemicals (351)
Other chemical products (352)
Petroleum refineries (353)
Rubber products (355)
Iron and steel (371)
Non-ferrous metal (372)
Metal products (381)
Non-electrical machinery (2382)
Electrical machinery (383)
Transport equipment (384)
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Table 59 (continued)

Other countries with relatively large

_mapufacturing sectors
Industry 1966-1970 1976-1980 1681-1985 1985 1990 2000

Food (311)

Textile and wearing apparel
(321 and 322) 1

Foocwear (324)

Industrial chemicals (351)

Other chemical products (352)

Petroleun refineries (353)

Rubber products (355)

Iron and steel (371)

Non-ferrous metal (372)

Metal products (381)

Non-electrical machinery (382)

Electrical machinery (383)

Transport equipment (384)
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Qi exporters b/
Industry 1966-1970 1976-1980 1981-1985 1985 1990 2000

Food (311) 17 14 14
Textile and wearing apparel

(321 and 322) 1
Footwear (324)
Industrial chemicals (351)
Other chemical products (352)
Petroleum refineries (353) 1
Rubber products (355)
Iron and steel (371)
Non-ferrous metal (372)
Metal products (381)
Non-electrical machinery (382)
Electrical machinery (383)
Transport equipment (384)
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Table 59 (continued)

t
Industry 1966-1970 1976-1980 1981-1985 1935 1990 2000

Food (311) 25

Textile and wearing apparel
(321 and 322)

Footwear (324)

Industrial chemicals (351)

Other chemical products (352)

Petroleum refineries (353)

Rubber products (355)

Iron and steel (371)

Non-ferrous metal (372)

‘Metal products (381)

Non-electrical machinery (382)

Electrical machinery (383)

Transport equipment (384)
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Industry 1966-1970 1976-1980 1981-1985 1985 1990 2000

Food (311) 12

Textile and wearing apparel
(321 and 322)

Footwear (324)

Industrial chemicals (351)

Other chemical products (352)

Petroleum refineries (353)

Rubber products (355)

Iron and steel (371)

Non-ferrous metal (372)

Metal products (381)

Non-electrical machinery (382)

Electrical machinery (383)

Transport equipment (384)

[
w
-
w

11 11 12

»

NHMNOOKRNDONMEO
(75

WNONONKHENODUNW
w

NNFNMNOGOMEKMKSNION M
[

NWkHENMNOOKMFO®®DNWO
~

N WkEWOORMMODON -
n

NN KOO NMW®DGIN B

/".



A743/554

English
Page 175
Table 59 (concluded)
D
Industry 18566-1970 1976-1980 1981-1985 1985 1990 2000
Food (311) 9 9 9 9 9 8
Textile and wearing apparel
(321 ang 322) 8 7 6 6 5 4
Footwear (324) 1 1 1 1 0 0
Industrial chemicals (351) q 5 5 5 5 5
Other chemical products (352) 3 4 4 4 4 4
Petroleum refineries (353) 2 2 2 2 1 1l
Rubber products (355) 1 1 1 1 1 1
Iron and steel (371) 8 7 6 5 5 4
Non-ferrous metal (372) 2 2 2 2 2 2
Metal products (381) 7 7 7 6 6 5
Non-electrical machinery (382) 11 11 12 12 12 13
Electrical machinery (383) 7 8 10 12 14 18
Transport equipment (384) 11 11 11 11 11 11

Source: Department of International Economic and Social Affairs of the United
Nations Secretariat, based on data from the United Nations Industrial Development
Organization.

a/ The shares of the selected industries in total manufacturing do not adad
to 100 per cent because those of other industries are not shown.

b/  Excluding high-income oil exporters (see explanatory notes) for lack of
comprehensive data. )

385. The factors giving rise to these changes are complex. In the statistical
analysis undertaken to prepare the projections reported in this chapter, the
behaviour of 29 categories of manufactures in 75 countries over the period from
1965 to 1986 was studied. A large portion of the variation in behaviour was
associated with such variables as per capita GDP, country size, and proxies for
export concentration and the general stance of trade policies. Other studies have
come to similar conclusions regarding the importance of such factors 138/ but have
also found that world-wide improvements in transportation and telecommunications
have increased the scope for policy in accelerating industrialization in countries
with export-led growth strategies. The pattern of the future structural change in
manufacturing is thus expected to exhibit considerable variation among country
groups.

386. The overall change in the composition of the manufacturing sector in the

developed market economies ig expected to be smaller than in the developing
countries. Since industrial structures have converged to a considerable extent
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during the post-war period, 139/ technological innovations in intra-branch
specialization are expected to dominate their further structural change. The main
thrust of their industrial transformation is ezpected to come from the
high-technology industries and the enhancement of the high-technology content of
the traditional industries. In particular, progress in micro-electronics
technologies and their widespread application to the whole range of capxtal goods,
intermediate goods and consumer durables (especially through their cont: bution to
the develupment of information technologies) is expected to play ¢ key rolc.,
Developed market :onomies are expected to sustain their comparative advantage in
the high-technology and knowledge-intensive industries, including
micro-electronics, large computers, semiconductors, robots, telecommunication, new

materials, biotechnology, and segments of the micro-chemicals industry (such as
medicires).

387. Thus, the capital goods industries of developed market economies, which
contain a high percentage of high-technology items, are projected to grow more
rapidly than other industries and to sustain their predominant position in their
manufacturing sector, increasing their share in MVA to 54 per cent in the year 2000
compared with 49 per cent in 1981-1985 (table 58). They are expected to show a
somewhat accelerated annual average growth rate of 3.6 per cent in the period from
1991 to 2000, 140/ compared with 2.4 per cent between 1981 and 1986. Sustained,
albeit moderate, growth in industrial activities, and continuing restructuring
efforts in the 1990s are likely to require more investment activities and thus
create additional demand for capital goods. Electrical machinery, non-electrical
machinery (especially those related to automation) and professional and scientific
equipment are expected to grow faster than total manufacturing output, and their
shares in total manufacturing are expected to increase (table 59). Sub-branches
related to electronics are expected to show the highest growth and make the most
significant contribution to growth of manufacturing output. 141/ Electrical
machinery, non-electrical machinery and transport equipment would continue to
account for the largest shares of total manufacturing output (18, 13 and

11 per cent, respectively, in the year 2000 compared with 10, 12 and 11 per cent,
respectively, in the period from 1981 to 1985).

388. The developed market economies, however, are expected to experience further
loss of relative competitiveness in some categories of capital goods and
intermediate goods, such as general purpose machinery, iron and steel, metal
products, home electronics, small computers, some types of semiconductors,
automobiles, and shipbuilding, most of which are well within the medium- ~technology
range into which the more advanced developing countries are expanding. Although
this process will be attenuated by the impact of automation on reducing unit costs
of production, growth in these industries in the developed market economies isg
expected to be slow, leading to a further decline in their relative shares. 142/

389. The share of the consumer goods industries in total MVA in the developed
market economies is expected to continue to decline, to 28 per cent by the

year 2000 compared with 33 per cent on average in the period from 1981 to 1985.
The relative importance of food, leather and footwear, textiles and wearing
apparel, which are mostly labour-intensive or produced by standard technology, are
expected to decline. Food processing, however, will remain a major industry,
retaining a share of 8 per cent in the year 2000 compared with 9 per cent on
average between 1981 and 1985.
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390. The share of intermediate goods industries in total MVA in the developed
market economies is expected to remain at its 1981-1985 average of 18 per cent
through the year 2000, The siares of industrial chemicals, other chemical
products, and plastic products are expected to maintain their current shares. Some
interinediate goods industries, however, are expected to experience a relative
decline because of the development of substitute materials and new technologies
that conserve intermediate inputs.

391, In the past two decades, the differentiation among developing countries has
been increasing with respect to the evolution of their manufacturing sectors. The
major exporters of manufactures became competitive relative to the developed market
szonomies in an increasing number of heavy industries; other developing countries
with relatively large manufacturing sectors have improved their competitiveness in
light industries, while the least developed countries remained stagnant. In the
next decade, the most rapnid growth in manufacturing is expected to be concentrated
in the countriee which already are major exporters of manufactures and in other
developing countries with relatively large manufacturing sectors. The industrial
structures of the countries in the former group have been evolving away from light
manufacturing industries to technologically more sophisticated and skill-intensive
heavy industries. Most of these countries are already capable of supplying capital
goods to other developing countries, and their industrial structures are expected
to closely resemble those of the developed market economies by the year 2000.

Other developing countries with relatively large manufacturing sectors are expected
to develop more diversified manufacturing sectors and to increase their world
market shares in simple, labour-intensive industries at the expense of major
exporters of manufacturing goods.

392. Monsumer goods industries in the developing countries are expected to continue
to account for the largest share of total manufacturing value-added; although
daclining to 38 per cent by the year 2000 from 47 per cent on average in 1981-1985,
their share would still be larger than the shares of capital goods or intermediate
goods. Food and textiles and wearing apparel would continue to Le the two largest
industrial branches, accounting for 13 and 11 per cent of the manufacturing sector,
respectively, in the year 2000, Countries with low per capita income are still at
an early stage of import substitution, producing mainly light consumer goods such
as processed food, textiles and wearing apparel and footwear. In the least
developed countries, for instance, the shares in MVA of textiles and wearing
appérel, food and footwear were 31, 13 and 2 per cent respectively, in 1981-1985
compared with 14, 11 and 1 per cent, respectively, in the countries classified as
major exporters of manufacturing. These large differences in the structure of
manufacturing among groups of devéloping countries are expected to persist through
the year 2000 (table 59).

393. The share of the capital goods industries in total MVA of the developing
countries is expected to zontinue to increase, from 28 per cent on average in
1981-1985 to 33 per cent in the year 2000, reflecting an expected annual growth
rate of 6.5 per cent of the capital goods industries in the 1990s. Developing
countries as a whole are projected to account for 11.3 per cent of world production
of capital goods in the year 2000, compared with 8.1 per cent in 1986 and

4.9 per cent in 1965. Virtually the entire range of capital goods industries (iron
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and steel, non-electrical and electrical machinery, and tramnsport equipment) are
expected to show higher growth rates than total manufacturing output.

394, The share of intermediate goods in MVA in the developing countries is
projected to increase slightly, from 25 per cent on average in 1981-1985 to

28 per cent in the year 2000. Industrial chemicals and other chemicals sectors are
expected to grow somewhat more rapidly than other intermediate goods sectors.
Petroleum refining is projected to increase from 5§ per cent of total MVA in
1981-1985 to 6 per cent in the year 2000.

395. Among the subgroups of developing countries, structural change has been most
pronounced in the major exporters of manufactures. They have established, or are
in the process of introducing, industries of an intermediate technological level,
such as petrochemicals, segments of microchemicals, automobiles, general purpose
machinery, electrical machinery, home electronics, and precision tools and
equipment. They are also in the process of entering some advanced industries such
as semiconductors, small computers, automated office equipment, optic fibres,
telecommunications and pharmaceuticals. They are expected to become competitive in
more of these industries and to increase their exports. The future of these
industries, however, is more uncertain than in the past, as the life cycles of
products have been shortened significantly due to rapid technological innovation
and diffusion. These countries thus face intensifying competition from developed
countries and each other as well as from other developing countries with large
manufacturing sectors.

396. Some developing countries with large manufacturing sectors have already made
significant advances in labor-intensive and other industries embodying standard
technologies, such as textiles, food, footwear, cement, steel and petrochemicals,
and are competing with the major exporters of manufactures in limited export
markets. In response, the latter are accelerating a shift in the structure of
manufacturing towards technologically more advanced industries or higher quality
segments of the traditiomal industries, such as high-quality and fashion textiles,
specialized ships, micro-chemicals, specialty steels, industrial electronics and
electrical machinery. Recently, some of the Asian newly-industrialized countries
have beer increasing their investment in other countries in the region in order to
redeploy their declining industries or to secure natural resources. Some of the
major exporters of manufactures have begun to reorient their economies towards
producing for their domestic markets and further diversifying their exports.

397. The share of the capital goods industries in total MVA of the major exporters
of manufactures has increased rapidly, from an average of 26 per cent in 1966-1970
to 35 per cent in 1481-1985, while that of their consumer goods industries declined
substantially from 59 to 43 per cent., 1In the baseline projections, this trend is
expected to continue in the year 2000, the share of capital goods reaching

42 per cent and the share of consumer goods falling to 32 per cent (table 60).
Their capital goods industries are projected to grow at an annual average of

7.2 per cent during 1991-2000, which is higher than for the developing countries as
a whole. The share of the intermediate goods industries in total MVA in these
countries is also projected to increase, from 22 per cent on average in 1981-1985
to 26 per cent in the year 2000, Within the capital goods industries, electrical
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Table 60. Branch shares of total manufacturine value aided Dy
subgroup of developing countries, 1966-2000 3/

(Percentage)

Country group and branch 1966-1970 1976-1980 1981-1985 1985 1990 2000
Major exporters of manufacturing

Total manufacturing b/ 100 100 100 100 100 100

Consumer goods 59 46 43 41 38 32

Capital goods 26 34 35 37 38 42

Intermediate goods 15 20 22 22 24 20
Other countries with relatively

large manufacturing sectors

Total manufacturing b/ 100 100 100 100 100 100

Consumer goods 58 50 50 51 49 47

Capital goods 23 27 26 25 25 27

Intermediate goods 19 23 24 25 26 20
Oil exporters g/

Total manufacturing b/ 100 100 100 100 100 100

Consumer goods 50 46 46 45 44 40

Capital goods 15 19 18 18 18 18

Intermediate goods 35 35 36 37 38 42
Other primary commodity exporters

Total manufacturing b/ 100 100 100 100 100 100

Consumer goods 76 72 66 65 63 57

Capital goods 9 11 12 12 12 13

Intermediate goods 16 18 22 23 25 30
Least developed countries

Total manufacturing b/ 100 100 100 100 100 100

Consumer goods 76 69 68 64 63 63

Capital goods 11 14 13 14 14 15

Intermediate goods 14 16 19 22 23 22

Sourcet Department of International Economic

Development Organisation.

and Social Affairs of the
United Nations Secretariat, based on data from the United Nations Industrial

(Footnotes on following page)
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(Footnotes to table 60)

a’s Shares may not add to 100 per cent because of rounding.

b/ Total manufacturing comprises consumer, capital and intermediate goods
defined by International Standard Industrial Classification categories as the
following:

Consumer goods consist of food products (311), beverages (313), tobacco
products (314), textiles (321), wearing apparel (322), leather and fur
products (323), footwear (324), wood and wood products (331), furniture and
fixtures (332), paper and paper products (341), printing and publishing (342) and
other manufacturing industries (390).

Intermediate goods consist of industrial chemicals (351), other chemical
products (352), petroleum refineries (353), miscellaneous petroleum and coal
products (354), rubber products (355), plastic products (356), pottery, china and
earthenware (361), glass and glass products (362) and other non-metal mineral
products (369).

Capital goods consist of iron and steel (371), non-ferrous metals (372), metal
products (38l), non-electrical machinery (382), electrical machinery (383),
transport equipment (384) and professional scientific equipment (385).

e/ Excluding high-income o0il exporters (see explanatory notes) for lack of
comprehensive data.
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machinery, non-electrical machinery and transport equipment are expected to grow
faster than total manufacturing output, and their shares in total manufacturing
ocutput are expected to increase significantly in these countries by the year 2000.
Their consumer goods industries, on the other hand, are expected to grow slower
than their totel manufacturing output. The shares of food and of textiles and
weusring apparel, for example, are projected to decrease from 11 and 14 per cent,
respectively, on average in 1981-1985 to 9 and 11 per cent in 2000. Industrial
chemicals and other chemical products, which constitute a major share in the
production of intermediate goods, are projected to grow significantly faster than
total manufacturing output, and their shares will consequently increase. As these
shares evolve in the 1990s, the structure of manufacturing in the major exporters
of manufactures will become much more like that of developed market economies by
the year 2000,

398. Although the major exporters of manufactures have become more diversified and
balanced than other developing countries and have secured international
competitiveness in many traditional industries such as textiles, iron and steel,
consumer electronics and transport equipment, their overall industrial base is
still rather fragile and unbalanced, compared with the developed market economies.
Many of their industries rely extensively on the fabrication and processing of
imported parts and materials. The industries producing intermediate inputs have
lagged far behind, Due to these imbalances, a considerable part of the potential
backward linkages have been iost to developed-market economies and their industrial
structures have remained highly import-dependent. This has been a basic cause of
chronic trade deficits in some of these countries in the past. To reduce import
dependency and improve their trade balances as well as to build a more balanced and
complete industrial base, these developing countries are expected to intensify
their efforts to develop industries producing parts and materials and more
sophisticated machinery.

399, As noted earlier, the group of other developing countries with relatively
large manufacturing sectors are expected t. improve their comparative advantage in
light consumer-goods industries, such as textiles and apparel and rubber products
as well as in segments of heavy industries, which are based on low-cost labour,
natural resources and/or intermediate technology, such as ship-building, iron and
steel, metal products and petroleum refining. Many developing countries in this
group are expected to experience a rapid expansion of their domestic market and an
acceleration of their industrial transformation as they accunulate capital and
technological knowledge. Thay are likely to become able to develop more industrics
requiring large economies of scale, and many of them are likely to follow in the
steps of the major exporters of manufacturing goods; some may achieve the degree of
success of the major exporters of manufactures in the past decades. Taking
advantage of the wage increases in most of the nmejor exporters of manufactures, the
"catch-up behaviour” of many of these countries has been accelerating recently.

400, The industrial structure of the other developing countries with relatively
large manufacturing sector has already shown significant change during the past two
decades, but less than that of the major exporters of manufactures, The share of
capital goods in total MVA of this subgroup increased from 23 per cent on average
in the period 1966-1970 to 26 per cent in 1981-1985, while the share of consumer
goods fell from 58 per cent to 50 per cent (table 60), The share of intermediate
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goods also increased, from 19 to 24 per cent. The share of their capital goods
industries is projected to remain virtually comstant, at 27 per cent in the

Year 2000, while their consumer goods industries will decline further to

47 per cent and their intermediate goods industries will increase further to

26 per cent. These changes, however, mask significant variance among the countries
within this subgroup. Malaysia, Pakistan and Thailand have shown much more
dynamism in their industrialization, while Colombia, Guatemala, Nicaragua and
Zambia have shown very minor structural changes or suffered reverses. These
divergent trends are expected to continue through the year 2000.

401. In the group of countries exporting mainly primary commodities, change in the
manufacturing sector has lagged behind that in other developing countries in the
same income range. As a result, most of them have a narrow and skewed industrial
base. Their intermediate goods sector increased from 16 per cent of the total MVa
in 1966-1970, to 22 per cent on average in 1981-1985, while their consumer goods
industries decreased from 76 to 66 per cent. The share of their capital goods
sector increased modestly from 9 per cent in 1966-1970 to 12 per cent in
1981-1985. Owing to expected sluggish overall economic activity and the continuing
inroads of substituting new materials, the long-term prospects for global demand
for primary commodities and thus their export earnings continue to be poor. Thus,
with limited prospects for foreign exchange to finance imported capital goods,
rapid industrialization in most of these countries is unlikely. However, there is
an increasing tendency for these countries to expand the domestic processing of
their primary commodities, especially petrochemicals, iron and steel and other
raw-material-based industries, including metals, wood pulp and bulk chemicals.
Some of these countries may, however, skip the stage of exporting labour-intensive
goods and move directly to exports of goods of higher technological content. 143/

402. In the least developed countries, industrialization has not progressed
markedly in the recent past due mainly to poor agricultural output and severe
balance-of-payments constraints, which have restricted imports of essential raw
materials and spare parts and prevented timely replacement of machinery. Their
manufacturing sector remains very small relative to their agricultural sector; its
growth is projected to be much slower than in other developing countries at an
annual rate of 1.5 per cent on average in 1991-2000, compared with 5.6 per cent in
the developing countries as a whole (tables 61 and 62). The agricultural sector
will continue £ have significant effects on their manufacturing industries, as a
market for manufacturing goods and as a supplier of raw materials.

403. Reflecting the slow growth of manufacturing output, the industrial structures
of the least developed countries are expected to change little in the 1990s. Their
consumer goods industries are expected to continue to account for the dominant
share of MVA, 63 per cent in the year 2000, which is a slight decline from

68 per cent on average in 1981-1985, while the capital goods industries are
expected to account for 15 per cent in the year 2000, a very slight increase from
13 per cent in 1981-1985. The share of intermediate goods industries is expected
to show a moderate increase, from 19 per cent in 1981-1985 to 22 per cent in the
year 2000. Their industries are generally resource-based; industries processing
their raw materials or substituting imports, such as food processing, beverages,
tobacco, textiles and wearing apparel, constitute a major share of their
manufacturing output.
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(Footnotes to table 62)

a/ Total manufacturing comprises consumer, capital and intermediate goods
defined by International Standard Industrial Classification categories as the
following:

Ccnsumer goods consist of food products (311), beverages (313), tobacco
products (314), textiles (321), wearing apparel (322), leather and fur
products (323), footwear (324), wood and wood products (331), furniture and
fixcures (332), paper and paper products (341), printing and publishing (342), and
other manufacturing industries (390).

Intermediate goods consist of industrial chemicals (351), other chemical
products (352), petroleum refineries (353), miscellaneous petroleum and coal
products (354), rubber products (355), plastic products (356), pottery, china and
earthenware (361), glass and glass products (362), and other non-metal mineral
products (369).

Capital goods consist of iron and steel (371), non-ferrous metals (372), metal
products (381), non-electrical machinery (382), electrical machinery (383),
transport equipment (384), and professional scientific equipment (385).

b/ Excluding high-income oil expnrters (see explanatory notes) for lack of
comprehensive data.
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404, In the sub-Saharan countries, very slow growth in MVA has been recorded since
the mid-1970s. During the first half of the 1980s, aggregate demand was adversely
affected by a number of factors, including severe drought. Consequently, many
countries in the region are attempting to reorient their industrial base to
emphasise small- and medium-scale industries to meet the domestic demand for
necessities. Thus, the share of light consumer goods industries in total MVA is
expected to increase somewhat during the 1990s.

E. World trade in pon-fuel primary commodities

405. Despite the congiderable diversification i{n the exports of developing
countries mentioned earlier, many of them continue to depend on a relatively small
number of primary commodities. The long-term prospects for some of these primary
commodities, such as food and tropical beverages, are determined mainly by the
evolution of final demand but also by the development of substitutes (e.g.
artificial sweeteners and imitation cocoa butter) and by agricultural
protactionism, The shift in demand towards services in the developed market
economies has reduced the use of raw materials relative to gross domestic product,
and new technologies tend to reduce the raw-material intensity of production and to
develop synthetic substitutes, as was discussed above in section B.

406, Combined with the prospect of generally slow growth in gross domestic product
for the developed market economies, these factors imply relatively slow growth of
world consumption for most primary commodities. The World Bank has projected an
average growth rate for world consumption of non-fuel primary commodities to the
year 2000 of only about 2 per cent (table 63). Growth of world demand for fooq,
especially cereals and fats and oils, is expected to be about 4 per cent, but
demand for sugar and tropical beverages is expected to grow only 1.4 per cent per
year. Prospects for textile fibres are for higher-than-average growth, but growth
in world import demand for rubber, metals and minerals is anticipated to be only
about 1 per cent. 144/

407. During the derade of the 1970s and the first half of the 1980s, the growth
rate of production of non-fuel primary commodities in the developing countries

(3 per cent per annum) was about twice that in the industrialized countries and
centrally planned economies (1.6 and 1.5 per cent per annum, respectively). During
the decade of the 19908, some reduction in the growth rate of production in all
regions is expected. Developing countries are expected, however, to continue to
achieve substantially higher growth rates of production than other world regions.

408. One consequence of these differential production rates is that developing
countries would continue to increase their share in world production of non-fuel
primary commodities. Their share increased from an average of 49 per cent during
the period 1969-1971 to 53 per cent during the period 1984-1986 and is projected to
reach about 56 per cent by the year 2000.
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Table 63, Trends in non-fue) primary commodity production,
1269-2000
(Millions of 1985 United States dollars)
e Growth rates Shares in world total
Region 1969-1971 1979-1981 1984-1986 1969-1971 1984-1986 2000
1979-1981 1984-1986 2000
Developing countries 2.3 -3.9 2,3 49.0 52.9 55,8
Developed market 0.6 -3.8 1,5 36,2 33,2 31,2
Centrally planned
economies a/ 0.3 -2.9 1.% 14.8 13.9 13,0
World 10‘ ‘307 200 100.0 100.0 10000

Source: World Bank, Price prospescats for major primary gommodities, (Report
No. 814/86) October 1986, vol. I, tables 24 and 25.

8/ Centrally planned economies of Eastern Europe and the Union of Soviet
Socialist Republios,

409. Competition for increased shares in the world market by developing countries
with debt-servicing problems is expected to be intense and is likely to result in
much greater growth in export volume than in export earnings. A shift in market
shares is highly probable in the absence of increased protectionism, but this can
only be expected to occur as falling prices eliminate higher cost producers, mainly
in the developed market economy countries. Thus, the purchasing power of primary
commodity exports of the developing countries almost certainly will grow more
slowly than export volumes.




A/43/554
English
Page 188

VIII. CONCLUDING OBSERVATIONS

410. All attempts to look into the future run into fundamental problems. First,
what will happen depends very greatly on human decisions. If the trends indicated
by present evidence are not acceptable, Governments and individuals will try to
change them. The purpose of perspective studies is not so much that of forecasting
as that of changing the future in directions that are considered necessary or
desirable.

411, Secondly, as in the 19708 and 1980s, unforeseeable developments are quite
likely to put their stamp on the world economy in the 19908, for better or for
worse,

412, Thirdly, the impact of many of the most important processes of change
currently under way in the world economy is Aifficult or impossible to incorpnrate
into a quantitative assessment of the future of thie world economy. They will
significantly modify many of the traditional reletionships and linkages on which
models of the world economy are based, but the tining and magnitude of such effects
are difficult to capture even in alternative scenarios, Some of them heave been
referred to above, but others have not, and this preliminary overview of the
socio-economic perspective would not be complete without a reminder of some of the
most important ones:

(a) A greater measure of financial and monetary stability in the world
ecouomy would reduce the uncertainty which presently discourages much investment or
directs it into undesirable channels. For many cuuntries in Latin America and
Africa, it will make a decisive difference whether their paralyzing debt problems
are unwound at an early or a late stage in the 1990s;

(b) Should genuine progress on disarmament result from a lessening of
political tensions, extensive resources would be released for civilian uses. In
the world as a whole, military expenditures account for % to 6 per cent of the
output, but this understates their economic impact as the development of new
weapons systems absorbs a large share of the highly skilled manpower in research
and puts great strains on government resources. In view of the fiscal constraints
facing countries at all stages of development and the climate of hope arising from
progress in negotiations on nuclear arms reductions, the share of output devoted to
military expenditure in the most powerful countries is more likely to decline than
to increase. Debt problems and other economic difficulties have already made for
slower growth of military spending in developing countries. Such spending is often
out of all proportion to development programmes, but substantial reductions will
depend on progress in finding political solutions to perceived security problems)

(c) The international trading system is liable to undergo important changes
in the medium term. It cannot yet be predicted what progress will be made in the
Uruguay Round on such major issues as roll-backs of protectionist measures, trade
in services, and the dismantling of agricultural subsidies, but the outcome will
affect the world economy in the next decade, Significant progress towards the
realigation of an internal market in the European Community can be expected by
1992, and the implementation of the free trade agreement between the United States
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and Canada will also affect global prospects. Both developmants raise
apprehensions among non-participants, but if protectionism in world-wide trade is
contained or reversed they will be of henefit to all, Economic reforms under way
in China and the Soviet Union and Eastern Europe aim not only at major domestic
reform but also at new patterns of international economic relations. Trade hetween
centrally planned economies and market economies has always fallen far short of
potential. If these trading relations are gradually opened up in the years to
come, gains from trade and from an improved international division of labour would
accelerate world growth;

(d) The reform of fiscal systems is on the agenda all over the world, chiefly
because they have grown too complex to remain workable. 1In an increasingly
internationalized world economy, there is also a need for international
harmonization if unanticipated distortions in flows of investments are to be
avoided;

(e) Technological change in a broad sense is the mainspring of economic
growth., Its impact is not smooth and gradual; occasionally breakthroughs occur
which take u long time to absorb. 8o it has been with the electronics revolution
currently transforming the world system of production, communication, finance and
transportation, This revolution may for some time have displaced more jobs than it
created, and in what seems like a paradox, it has coincided with the recent
retardation of economic growth, But the historical experience of similar
breakthroughs suggests that this will be reversed when the new technology has been
absorbed and its contributions to productivity have been reflected in nverall
growth. The 19908 may therefore become a decade of considerably faster growth than
presently expected, Similarly, apprehensions about the impact of new technology on
developing countries should be balanced against the opportunities that it holds out
to them;

(f) The internationalization of the world economy has been going on for a
very long time, but it is only in recent years thet technological advances in
communication and transportation have created a global community not even dreamed
of when the United Nations was born., The full implications of the pressure from an
increasingly global conception of major investments and economic operations are yet
to be seen, and it is ditficult at this stage to assess its impact on growth and
development in the next decade;

(g) Development does not occur in a social and political vacuum. Profound
social change accompanies any transformation in the way that people acquire their
livelihood, and is frequently disruptive. The role of the family as a core unit of
social organization is strained and traditional values are challenged. Cultural
and religious factors which hinder modernization sometimes reassert themselves with
great force. The status of women is in a state of unprecedented global review,

The continued increase in the large numbers living in poverty and those in need of
adequate food, shelter, education and health services generates pressures for more
rapid social progress. The immediacy of world-wide information about national
events has created a new dimension of politics. The violation of human rights is
no longer seen as a purely domestic affair, Political systems are in transitiont
a trend towards decentralization and wider popular participation is tempered by
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concerns about political stability. The outlook for the 1990s depends not only on
economic but also on political and social progress;

(h) The implications of the need for sustainable development may bacome
clearer in the course of the next decade. So far, the environmental concerns
facing the world community stem mostly from alarming evidence that past and preseant
methods of production inflict serious and sometimes irreparable damage on the
ecological system and the biosphere on which the human community depends for its
survival, Far less is known about how to guide economic and social progress
through channels which will reduce such damage and make it possible to leave the
world with better prospects for the future in 2000 than in 1990,

413, These examples clearly imply that the outlook for the next decade depends
vitally on the progress made both in nationa) policy-making and in international
co-operation. It is impossible to look forward to the 1990s without the impressioan
that the confrontation between the forces making for an internationalization of the
world economy and those which gseek to retain a meagure of national and local
autonomy will be intensified and have to find new solutions and compromises. The
future of the world economy has not been decided, and no study can reveal it.

There are limits to the possible, but tney are wide. At one extreme, there is the
spectre of stagnation and environmental disaster, At the other extreme, there are
opportunities for relieving poverty, improving the quality of life, safeguarding
the environment for future generations, stabilizing the world economy, and moving
towards a global community. Neither perspective can be dismissed as impossible,
The world's actual course in the vast gulf between them will be decided by how
Governments meet the challenges facing them.

Notes

1/ E/1988/62.

2/ These are reported on in more detail in World Economic Survey 1988
(United Nations publication, Sales No. E.88.II.C.1).

3/ For an analysis of the prospects of developing countries in Latin America
and the Caribbean through 1992, see Economic Commission for Latin America and the
Caribbean, "Restrictions on sustained development in Latin America and the
Caribbean and the requisites for overcoming them" (LC/G.1488 (SESS.22(3) Rev.l)),
of 9 February 1988, For the five-year period 1988-1992, ECLAC estimated that GDP
growth in the region would be only 2.9 per cent per year in the absence of an
easing of the internal and external obstacles to growth.

4/ For an evaluation of the prospects for countries in the ECE region to the
year 2000, see Economic Commission for Europe, "Overall Economic Perspective to the
Year 2000", United Nations publication, Sales No. E.88.I1.E.4., The baseline
projectione for developed market econom’es for the periods 1991-2000 prepared by
the tCE were very close to thore presented in table 4. North America, 2.6
European market economies, 2.5; centrally planned economies of Europe, 4.0; other
developed economies, 3.8.
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Notes ‘continued)

5/ For technical reasons, the projections assume that bilateral trade shares
would remain constant in value terms and thus do not take into account the ability
of some developing countries to increase market shares or displace domestic
producers, thereby causina import elasticities to increase in the developed market
economies.

6/ See sect, VII for more details on commodity prices.

1/ For a description of an earlier version of the global econometric model,
see United Nations Department of International Economic and Social Affairs, "The
Global Econometric Model of the United Nations Secretariat', PPS/QIR/1Z/Rev.l,
December 1985 (mimeograph). The present version differs from the earlier one
principally in two respects: Incremental capital-output ratios have not been
normalized by numbers of active persons, and trade has been projected for four
categories of imported goods with exports determined by means of trade matrices.

8/ For a description, see UNCTAD/S8T/MFD/5, 19 June 1987 (mimeograph).

9/ For a description, see Akira Onishi, "Economics of global
interdependence: A report to the United Nations" (mimeograph), September 1986.

10/ World Population Trends and Policies: 1987 Monitoring Report (United
Nations publication, Sales No, E.88.XIII.3).

11/ This would suggest that the convention of dividing the developing
countries into two groups - China and all the other developing countries - that was
occasionally adopted in the discussion of global strategies for development, may no
longer be relevant.

137 The term "least developed countries" refers here to 34 countries with
326 million people in 1980; seven others had 889,000; the 34 arv those for which
labour force participation rates are available.

13/ Hobcraft, J., J., McDonald and S. Rutstein (1984), "Socio-Economic Fact-rs
in Infant and Child Mortality: a Cross-National Comparison", in Populatien
st“dieﬁn vol. 381 No. 2-

14/ Based on multivariate analysis of an index of child mortality (ratio of
the number of child deaths to the "expected" number of dead children), as reported
in Caldwell, J. C. and P, F, McDonald (1981), "Influence of Maternal Education on
Infant and Child Mortality: Levels and Causos", in lnterpational Population
Conference. Manila, 1981i . Solicited Papers, Liéege, International Union for the
Sclentific Study of Population, vol., 2, pp. 79-96 and in Socio-Economic

Differentials_in Child Mortality in Developing Countries (United Nations
publication, Sales No., E,B85.XIII.7).

15/  Hobcraft, J., J. McDonald and §. Rutstein (1983), "Child-Spacing Effects
on Infant and Early Child Mortality", in Populatiop Index, vol. 49, No. 4.
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Notas (continued)

16/ Hor =
1984 (United Nations publication, Sales No, E.86,RIIX.3), p. 9.

17/ World Population Trenda and Policies: 1987 Mopnitoring Report (United
Nations publication, Sales No. E,88.XIII.3),

18/ World Population Trends and Policies: 1989 Monitoring Report, to be

issued as a United Nations publication,
19/ Department of International Economic and Social Affairs. Fertility
(United Nati:ns publication, Sales No. E,86.XIII.S,

20/ improvements in child survival generate various distinct but closely
interdependent types of changes in patterns of reproduction, which typically result
in lower fertility levels. Several of these, in particular, "the physiological
effect”, which links a child's death with a shortening of Lirth intervals through
its effect on lactational amenorrhea and the 'replacement effect", which links a
child's death to birth spacing ard fertility through the interruption of family
planning, are rather modest in magnitude, resulting in a maximum in 300 to 500
fewer births for every 1,000 fewer child deaths.

41/ ST/ESA/SER.R/74, Family Building by Fate or Design: a Study of
Relationships betwesen Child Survival and Fertility.

22/ World Population Prospects - Estimates and Projections as assessed in
Ml wll pl 100

23/ 1bid., annex II.
24/ "Global trends and prospects of aging population structures", in Ecopomig
and Social Implications of Population Aging. Proceedings of the Tokyo Symposium on

Population Structure, to be issued as a United Nations publication.

2%/ International Labour Office, Economically Active Population 1950-2025,

vol, V, Geneva, 1986,

26/ The Prospects of World Urbaniszation, Revised as of 1984-1985 (United
Nations publication, Sales No. E.87.XIII.3),

21/ 1bid., p. 23.
28/ 0Op. gcit. (United Nations publication, Sales No. E.88,XIII.3),
29/ Denis Maillat, "Long-term aspects of international migration flows. The

Experience of European receiving countries" in *wture of Migration.
Organisation for Economic Co-operation and Development (Paris), p. 40.
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Notes (continued)

30/ World Population Trends., Population and Development Interrelations and
Population Policies. 1983 Monitoring Report (United Nations publication, Sales
No. E.84.XIII.10), vol. I, p. 220.

A1/ J. 8. Birks, I, J. Seccombe and C, A, Sinclair, "Migrant Workers in the

Arab Gulf: The Impact of Declinirg Oil Revenues", in International Migration
Review, vol. 20, winter 1986, pp. 799-814.

32/ 1bid., p. 813.

33/ See, for instance, W. R. Bohning, Studles in International Labour
Migration (London, 1984) and E, MacLean Petras, "Economic consequences of migration
and return" in D. Kubat (ed.), The Politice of Return. International Return
Migration in Europe, Center for Migration Studies (New York); and J. 8. Birks and

C. A, Sinclair, "Egyptt A frustrated labor exporter?", The Middle East Journal,
vol, 33, No. 3 (Summer, 1979), pp. 288-303.

34/ 8See Entsinger, H., (1978), "Return migration from West European to
Mediterranean countries", World Employment Programme Research Working Papers,
No. 23, ILO (Geneva) and Papademetriou, D, G, (1984), "Return to the Mediterranean
Littoral:t Policy Agendas" in Kubat, D. (ed.), The Politics of Return.
Internatiopal Return Migration in Europe, Center for Migration Studies (New York).

35/ World Population Pxospects - Estimates and. Projections as assessed in
1984, New York, 1986 (United Nations publication, Sales No. E.86,XI111.3), pp. 10-11,

36/ The estimated number of the global refugee population is based on Zigures
provided by Governments according to their own records and methods of estimation,
fee Refugees, No. 35, November, Office of the United Nations High Commissioner for
Refugees, Geneva,

31/ United Nations Research Institute for Social Development "Survey of the
Social and Economic Conditions of Afghan Refugees in Pakistan", by
Hanne Christensen and Wolf Scott, working paper edition, Geneva, 1987,

38/ See, for example, Harold E, Wachman, "Energy efficiency in the developing
countries" (paper presented at the fourth session of the Technical Energy Group of
the Task Force on Long-term Davelopment Objectives of the Adninistrative Committee
on Co-ordination, New York, 13-15 December 1982), p. 3. Also, Mohamed-Tahar Tabté
and Gary Brennend, "Energy Indicators', QPEC Review, winter 1987, pp. 357-362,

39/ 0il consumption growth rates were computed on the basis of data published
in Yearbook of World Energy .Statistics (United Nations publication, ous igsues)
and Sacretariat estimates, GDP growth rates were hased on Secretarlat data and
estimates in 1980 United States dollars,
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40/ Fereidun Fesharaki, Lisa Totto, T. Milo Johnson and David T. Isaak,
"Future domestic demand for petroleum products in OPEC countries", supplement to

Middle Eaat Ecopomic Survey. vol. XXV, No. 37, 28 June 1982, p. 4.

41/ The distinotion between "energy intensity" and "energy efficiency" should
be noted, The former is concerned with the amount of energy utilised per unit of
output in a particular employment; the latter is concerned with the (correct)
absolute amount of energy used in that employment. The rate of employment of
energy that minimises energy intensity is not the rate that maximizes the value
contribution of energy (i.e., achieves energy efficlency). Moreover,
re-establishment of efficient energy employment following a price rise does not
nageasarily imply a decline in energy intensity., Nevertheless, it seems likely
that adjustments towards efficient energy allocation after such a rise would lead
to a lower energy intensity. Thus, a reduction in the energy intensity of
aggregate output, following an energy price rise, can probably be taken as
prima_facie, if not conclusive, evidence of movement toward efficient energy
employmant,

42/ Economic Commission for Europe,

Overall Economic Perspective to the Xear
2000: Energy Prospects in the ECE Region (Geneva: United Nations, EC.AD./R.36,
Energy/R.41, August 1987), p. 7.

43/ Other supply effects would likewise occur outside the central core of
large producers. For example, a certain amount of high cost production which had
been shut-in at lower prices would be returned to operation, and development of new
high cost fields outside of the central core would commence.

44/ Governmental policy directed towards improving snergy use efficiency
results in a reduction of the elasticity of energy consumptinn with respect to
aggregate income. (For a given rate of growth of energy employed, the lower the
elasticity the higher the rate of growth of aggregate income; or, conversely, for a
given rate of income growth, the lower the elasticity the lower the rate of growth
of energy employed.) Thus, in scenario A, even a lower rate of growth of energy
employed (relative to recent history) permits a rate of growth of aggregate income
similar to that experienced in recent years, In scenario B, a rate of growth of
energy employed similar to that of recent history permits a rate of growth of
aggregate income somewhat higher than that of the last few years.

45/ Figures on productioa of various energy sources given in scenario A are
broadly similar to those given in other recent studies which consider a "no policy
change" scenario of the future evolution of the global energy sector. Although it
is impractical to give figure-by-figure comparisons of scenario A estimates with
those which appear elsewhere in the literature, the interested reader may wish to
consult generally similar scenarios: World Energy Outlook (Paris: International
Energy Agency, 1982); World Energy Outlook (San Francisco, Calif.: Chevron
Corporation, October 1987); World Energy Outlook Through 2000 (Wilmington, DE:
CONOCO, September 1986 Hossein Tahmassebi, "World Energy Outlook Through 1595",
Energy Exploration and Exploitation (Belfast, United Kingdom: Elsevier Applied
Science Publishers Ltd., vol. 4, No. 5, 1986), pp. 349-375.
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46/ Data in this paragraph are drawn from Energy Balances 1970-1985 (Paris:

OECD, 1987) and Energy Balandes and Electrioity Profiles 1984 (New ‘ork: United
Nations, 1986).

47/ Energy in the Developing Countriea (Washington, D.C.: World Bank,
August 1980).

48/ A, Koves, "Some Questions of Energy Policy in East European Countries",
Acta Oeconomigca (vol, 35 (3-4), 1985) p. 347.

49/ Economic Commission for Europe,
20001 Energy Prospeots in the ECE Region (Geneva: United Nations, EC.AD/R.36,
Energy/R.41, August 1987), p. 17.

50/ N. Ryshkov, "Ogosudarstvenom plane ekonomicheskovo u socialnovo gasvitiya
SSSR na 1986-1990 godu", Pravda, 20 June 1986,

51/ E/C.7/1985/4, Ensrgy Resources: Trends and Salient Isaues, p. 12.

52/ 1Including tar sands.

53/ Survey of Enexgy Resources, 1980 (London: World Energy Conference, 1980)
part B, appendices, table 2.6,

54/ For a discussion of recent and prospective developments in energy
technology, see sect. VII,

55/ World Energy Conference, gp., cit., table 2.3,

56/ Leslie Dienes and Theodore Shabad, The Soviet Energy System: Resource
Use and Policies (New York: Halsted Press, 1979), chap. 10.

57/ World Commission on Environment and Developmeant, Report of the World

Commission on Environment and Development. Qur Common Future, Oxford University
Press, April 1987, chap. 3, p. B83.

58/ Approximately 1,000 new chemicals are marketed annually, joining the
nearly 70,000 existing ones, many of which are toxic or hazardous.

59/ Recognition of this problem has led to progress under the auspices of the
United Nations Environment Programme (UNEP) in developing a global convention on

the control of transboundary movements of hasardous wastes, which may be placed
before Governments for accession in early 1989.

60/ UNEP, Environmental Data Report, Basil Blackwell, 1987, p. 4.

61/ UNEP, The State of the World Environment. 1987. UNEP, Nairobi, (Kenya],
April 1987, p. 10.
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682/ UNEP, Enviropmental Data Report, Basil Blackwell, 1987, p. 6.

63/ Jill Jaeger, et al, ‘'Developing policies for responding to climatic
change", a report of the discussions and recommendations of the workshops held in
Villach (28 September-2 October 1987) and Bellagio (9-13 November 1987) under the
auspices of the Beijer Institute, Stockholm, World Meteorological Organisation and
United Nations Environment Programme (WMO/TD-No. 225), April 1988,

64/ UNEP, The State of the World Enviroument, 1987, op. git., p. 14.

65/ United States National Academy or Science estimates. Reported in: Time
magazine, "The Heat is Oa", 19 October 1987, p. 0.

66/ United States Environmental Protection Agency calculations. Reported in
ihid. p. 67.

61/ World Bank, "Report: 'Sound Environmental Management Should be Integral
Part of Economic Poliocy-Making'", World Bank News VI (15) (15 April 1987), p. 12.

68/ UNEP, The State of the World Eavirooment, 1987, op. cit., p. 30.

69/ World Bank, "Environment, Growth and Development", World Bank,
Washington, D.C., 16 March 1987 (mimeograph), p. 3.

10/ UNEP/G.C.13/4, The State of the World Environment. 1985, Nairobi, Kenya,
1985, p. 4.

71/ About 20 per cent is in manufacturing and 49 per cent in services, plus a
large share of the 8 per cent in construction and utilities,

72/ The projected increase will be to about 24 per cent in manufacturing,
48 per cent in services and part of 9 per cent in construction and utilities.

73/ For a more detailed discussion of the issues reviewed in this section,

see S/ESA/204, Housing and Economic Adjustment, United Nations publication, Sales
No., E.88,1IV.1.

74/ By 1980, nearly all dwellings had a kitchen; more than 9 dwellings in 10
had piped water; more than 8 in 10 had a flush toilet; and more than 7 in 10 had a
fixed bath or shower. Partly as a result of the cultural and demographi: trend
towards smaller-sized households, the average number of persons per room fell by
11 per cent, from 0.74 to 0.66, between 1970 and 1980,

15/ For a more detailed discussion of policy options in the centrally planned
economies, see Housing and Economic Adjwstment, op. cit., pp. 36-38.
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76/ Permanent housing is defined by the United Nations Statistical Office as
dwellings constructed well enough to last for 10 years. Although they do not
necessarily have safe water supply or adegquate sanitation, in most developing
countries the only data collected on a systematic basis are limited to authoriszed
dwelling units that have clear title and comply with soning regulations and
building code standards. Such data tend to exaggerate estimates of housing
"deficits" based on the arbitrary distinctlon between authorised and informal
dwellings. The data can provide a limited indication of varying housing conditions
and trends in different groups of countries.

17/ As a follow-up to the International Year of Shelter for the Homeless
(1987), the General Assembly has called for a global strategy to facilitate
adequate shelter for all by the year 2000. Implementation could improve the
prospects for individual and social well-being and for the world economy, from the
impact of shelter investment.

78/ For an elaboration of the relevance of human resources development to
development strategies, see Committee for Development Planning, Human Resource

Development: A Neglected Dimeusion of Development Strategy (United Nations
publication, Sales No, E.88.II.A.11),

719/ Report of the ACC Task Force on Long-term Development: Objectives on its
fifteenth session, New York, 8-10 September 1987, ACC/1987/14, para. 67.

80/ 1bid., para. 69,

81/ The social return to expansion of primary education in agrarian societies
depends largely on its effects or the productivity of peasant farmers. The
evidence suggests that this in turn depends on whether farmers are operating in a
traditional or a modernizing environment - that is, one in which change is rapid.
Education assists farmers to obtain and evaluate information about improved
technology and new economic opportunities, and thus to innovate. The level of
education required depends on the levels of technology currently in use and
potentially suitable., Education being complementary to other inputs, its value
cannot be assessed in isolation. It depends on the degree of access to credit,
extension services, new seeds and other inputs. The greatest impact on rural
development can thus be made where education is part of a package of measures. See
Committee for Development Planning, Report on the twenty-fourth session, New York,
12-15 April 1988, E/1988/16, para. 98,

82/ Inter-American Development Bank, Economic and Social Progress in Latin
America - 1987 report, p. 109.

83/ UNESCO, "A Summary Statistical Review of Education in the World
1970-1984", ED/BIE/CONFINTED 40/Ref. 1, Paris, July 1986, p. 24.

84/ UNESCO, October 1982 computer printout.
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85/ The gross earolment rate, or ratio, includes in the numerator children
older or younger than those in the denominator, i.e. the number in a country's
official age-ranges for different levels of education. Net primary enrolment
rates, which exclude underage or overags children from the numerator, tend to be 10
to 20 percentage points lower,

86/ A recent review of enrolment trends and education policies in the least
developed countries concluded that "it is clear that, given their other priorities,
almost no LDC can afford to press ahead with substantial increases in enrolment at
the secondary and tertiary levels of education. (For example) in ... the poliocy
(of) the Central African Republic ... in secondary education the essential
requirement is to restore its quality and to begin by limiting enrolment (and)
Samoa ... stated that the existing proportion of secondary school places to primary

school leavers would be maintained ..." (UNCTAD, The Least Developed Countries -
1985 Report, TD/B/1059, para. 314, p. 107).

87/ UNESCO, Statistical Yeacbook 1987, table 3.16.

48/ 1bid., tables 2,2 and 3.11l.

89/ ACC/1987/14, gop, cit., para. 66.

90/ These figures exclude Nigeria, where per capita expenditure increased
from $36.80 1n 1970 to $72.34 in 1080; the data available after 1981 exclude
non-federal public expenditures, which apparently have been much larger than the

federal expenditures.

91/ UNESCO. "A Sumnary Statistical Review of Education in the World
1970-1984", tahle 15.

92/ UNESCO, Statistical Yearbook 19687, table 4.2.

23/ The projections tend to be a few percentage points lower than those
published by UNiSCO, which are based on historical trends but are not specifically
related to economic trends.

94/ ACC/1987/14, op, cit., para. 68.
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95/ Only five least developed countries do not have third-level education,
but more than half of their students at this level are in Bangladesh. Thelir very
low third-level enrolment rates may be largely explained by the small size and
simplicity of most least developed countries economies, which does not allow for
the minimum size of "market" to be attained for many subjects requiring third-level
training. Although several least developed countries are making efforts to develop
third-level manpower (e.g., creation of a University in Samoa in 1984,
rehabilitation of Makerere University in Uganda), this probably should not be
considered a high priority for allocation of resources. For a majority of least
developed countries, there is a large number of qualified and trained nationals
living rutside the country, so that a desirable alternative policy option for
acquir. .; the services of high-level manpower is to take steps to attract them back
or, at any rate, to try to limit the "brain drain". This is what Uganda, for
instance, is attempting through the initiation in 1984 of a TOKTEN ("Transfer of
knowledge through expatriate nationals") project sponsored by UNDP. (Adapted from
UNCTAD, (gop. git.) TD/B/1059, para. 315, p. 107,)

96/ United Nations Statistical Office national accounts data bank.
91/ E/1988/16, gp, cit., para. 99,

98/ Based on UNESCO, "A Summary Statistical Review of Education in the World
1970-1984", op, cit., pp. 47-48.

99/ Im" table 17.
l.Q.Q/ mi.dor takle 18,

101/ WHO, Maternal Mortality Rates, a Tabulation of Available Information.
Second ed., Geneva, 1986,

102/ WHO, Evaluation of the Strategy for Health for ail by the Year 2000,
Saventh Report on the World Health Situation, Geneva, 1987, p. 73.

103/ Based on WHO, Evaluation of the Strategy for Health for all by the Year
, Geneva, 1987, pp. 75-85, and
other sources as noted.

104/ UNICEF, State of the World's Children 1988, p. 17.
105/ The New York Timeg, 9 February 1988,

106/ First Report on the World Nutrition Situation, ACC/SCN, November 1987,
p. i.

107/ WHO, Evaluation of the Strategy for Health for all by the Xear 2000,
Seventh Report on the Wor.d Health Situation, Geneva, 1987, (gp. ¢it.) p. 88.

108/ Bee ACC/1987/14, paras. 56-60.
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109/ WHO, The International Dxinking Water Supply and Sanitation Decade,
1981-1990, CWS Series of Co-operative Action for the Decade, Geneva,
September 1987, tables A,3.2,1 and A.3.2.3., pp. 23, 25.

110/ 1Ibid., tables A.3.2.2 and A,3.2.4, pp. 24, 26.

111/ This goal and its accompanying strategy have been endorsed by the United
Nations General Assembly in its resolutions 34/58 of 29 November 1979 and 36/43 of
19 November 1981,

112/ ACC/1987/14, para. 70.

113/ According to estimates made in the early 19808, which had not been
revised as of early 1988.

114/ WHO, The Intexnational Drinking Water Supply and Sanitation Decade,
w‘ v P 14.

115/ Based on the baseline scenario of GDP and on country and regional unit

costs per capita reported in (WHO) The International Drinking Water Supply and
Sanitation Decade. Review of mid-Decade Progress. (as at December 1985), CWS series,
September 1987.

116/ For more detailed review of these issues, see World Bank, Financing
Health Services in Developing Countcies.. an Agenda for Reform, Washington D.C.,
1987. For a review of the effects of user charges, including a case study
comparing the fee structures of government and mission health centres in Rwanda,
see Donald S. Shepard and Elizabeth F Benjamin, "User Fees and Health Financing in
Developing Countries: Mobilizing Financial Resources for Hea'ch", in David E.
Bell, and Michael R. Reich, eds., Health. Nutritiou. and Economic Crises,

Approaches to Policy in the Third World, Dover, Massachusetts (United States of
America), Auburn House Publishing Co., 1988, pp. 401-424.

117/ For further analysis of goals and estimated costs of the WHO Strategy for
Health for All by the Year 2000, see Mahesh Patel, "An Economic Evaluation of
'‘Health for All'", in Health Policy and Planning (Oxford University Press) vol. I,
No. 1, 1986, pp. 37-47.

118/ See Report of the World Conference to Review and Appraige the
Achievements of the United Nations Decade for Women: . Equality. Development aand
Peace, Nairobi,. 15-26 July 1985 (United Nations publication, Sales No. E.85.1V.10),
chap. I, sect. A.

119/ "Aging and Social Expenditure in the Major Industrial Countries,

1988-2025", by Peter §. Heller, Richard Hemming and Peter W. Kohnert, International
Monetary Fund, Washington, D.C. (Oc