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7he action or inaction of policy makers in the industrial countries increa¬
singly has an impact well beyond their own terms of office and their own
countries' borders. This interdependence in both time and space means that

policies must be formulated within a long-term and global framework. At the
same time new methods of analysis make it possible to consider interrelated
phenomena in broad systemic terms. These considerations led OECD, on the ini¬
tiative of the Japanese Government, to go beyond its usual horizons and to un¬
dertake "a study of the future development of advanced industrialised societies in
harmony with that of the developing countries "(1). This three-year investigation
known as lnterfutures(2) has Just been completed; it is summarised in the present
issue of the OECD Observer, which was prepared with the help of Jacques
Lesourne and David Norse. The views expressed are those of the project team and
should not be attributed either to Member governments or to OECD.

0)

0

How can thinking about the future be made relevant to present policies ? In¬
terfutures has endeavoured to answer this question in two ways which are directly
reflected in the title of the report.

The first is to identify trends or problems with long-term implications which
policy-makers must take into account now ifproblems are to be resolved or trends
influenced. This is what is meant by mastering the probable.

But the uncertainty which prevails in the world of today means that there is a
great risk of discontinuity. It is necessary therefore to think about alternative
possible futures so that governments and the people themselves will be ready to
adapt when and if crises arise. This is managing the unpredictable.

The idea is not to make predictions or even precise forecasts but to increase
awareness in Member countries of key issues which need not warrant either un¬
due optimism or undue pessimism but require understanding.

O
Q.
<D

ft) Nineteen OECD Member countries (Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany,
Greece, Italy, dapan, Netherlands, New Zealand, Norway, Spain, Sweden, Switzerland, United Kingdom, United
States) and the Commission of the European Communities contributed to the project, which also received grants
from the Toyota Foundation, the Ford Foundation and the German Marshall Fund of the United States.

(2j Recently published under the title Facing the Future: Mastering the Probable and Managing the Unpredictable.
The research was carried out by an international team headed by Jacques Lesourne; the drafting and editing of the
final report was done by a reduced project team consisting of Jacques Lesourne, Wolfgang Michalski, Masahuro
Sakomoto, David Norse, David Ma/kin and Christian Comeliau.

An International Exercise in Prospective Analysis

The international character of Interfutures was evident throughout. A

permanent team was set up within the OECD Secretariat comprising fifteen
researchers from ten different Member countries of the Organisation. This
team used consultants from OECD countries and also, for the study of Third

World prospects, from developing countries from the Far East to Latin
America.

The Interfutures team also benefited from the opinions and advice of an

advisory panel headed by Professor Ruffolo of Italy and made up of ten emi¬
nent persons from different countries representing economics, business,
sociology and other disciplines.

Finally, a steering committee on which each government was represented
met several times a year under the chairmanship of Saburo Okita and later
Isamu Miyazaki.



INTERVIEW WITH

JACQUES
LESOURNE

Director of the Interfutures Project

~^v

Preliminary reactions to this

study would indicate that peo¬
ple are more interested in the

future than is generally suppo¬
sed. Do you think this is true?

And if so, why?

I think that people in the
developed countries are
interested in the fu¬

ture. But the problem is
whether this interest is an

adult one. Often people

have one of two images in
their minds - a Utopian
image or a doom-laden
one full of the terrors of

the year 2000. These are
not acju|t attitudes.

The adult attitude is to interest oneself in the future because

an understanding of what may happen - whether highly
probable or highly uncertain - can help us to take decisions
here and now. And one must be aware that the future is much

less far off than we think: a child of seven who has just learned
to read will be twenty-seven at the end of the century and, in
2025, he will be fifty-two, which is just about my age now.

^W
How does one interpret the
future when the present is
changing so rapidly - seem¬

ingly much more rapidly than

ever before? What is the se¬

cret? Or do you feel that certain
of your interpretations are al¬

ready out-of-date because of
the rapidity of change?

There is no secret. The

purpose of reflection on

the future is, first, to iden¬

tify powerful trends -

those that are very difficult
to influence - and, se¬

cond, to understand what

impact the strategies of
the various "actors" invol¬

ved - governments,
firms, social groups - will

^^^^^ have. Consequently, in
thinking about the future the main concern is to highlight what is
probable and to pinpoint what is uncertain.

So far - but I must add that the report has just been
published - I do not have the impression that our interpreta¬
tions are out-of-date.

First, one must distinguish between short-term phenomena,
which may to some extent be incidental, and long-term
phenomena. For instance, in discussing the price of oil, one
must distinguish clearly between the long-term real price which
is based on the development of substitute sources of energy (oil
from shale for example) and the short-term price which results
from a quick adjustment between a limited supply and a level of
demand which cannot easily be reduced. Consequently short-
term prices may be above or below the long-term trend.

The second reason why I don't think our interpretations are
out-of-date is that we are presently experiencing phenomena
which were taken into account in our investigations. For
example, in some of our preliminary studies we stressed that

there are several possible kinds of oil crisis and that particular
importance had to be attached to political crises caused by
upheavals in one or more oil-producing countries or to
difficulties in relations between oil-producing and oil-consuming
countries. And in fact one of the causes of the present oil crisis
is a political phenomenon - the revolution in Iran. It could
have occurred a little earlier or a little later so there was some

element of uncertainty about the time of its appearance, but it
was definitely within the range of phenomena to which we had
drawn attention.



How would you compare .the
conclusions ofInterfutures with
those of the Club of Rome and
how do you explain the diffe¬
rences between them?

First of all, as you know,
the Club of Rome has

published a whole series of
studies, which do not al¬

ways reach the same
conclusions and which co¬

ver different sub¬

jects. The one that is
frequently referred to is
the Club of Rome's first

study by Dennis Mea-
^jiiigm» ~ dows. It concluded that
global resources are inadequate to maintain current per capita
consumption and pollution levels in the long-term and unless
growth is reduced very rapidly there will be a crisis in the first
half of the next century which would cause a fall in population
and in living standards - catastrophic consequences.

On that particular subject, the conclusions we have reached
are different. To us in Interfutures the long-term problems

seem less serious because of the possibilities of adjustment,

technological progress and the availability of resources. But
this relatively optimistic statement has to be qualified: to take
but one example, the problems of the relationship between
human activities and the climate are very important. And there

are very difficult problems of transition. By that I mean
everything having to do with mankind's evolution from a
population of 4 billion to one of 11 or 12 billion; the shift from
an oil-based energy supply to an energy supply based on
renewable resources; the shift from the present system of world

agriculture to more resilient agro-ecosystems.

During this transitional phase, political, economic and social
issues will predominate. We can see this very well right now in
the case of oil, where the problem is much less one of overall
availability than of the behaviour of different groups of
producing and consuming countries.

^W

You seem to view the transition

to a system ofrenewable energy
sources with less concern than

those who are dealing with this

question on a day-to-day
basis. Why is that?

I don't think that the

formulation of the ques¬

tion quite reflects our
point of view. Long-
term renewable sources -

solar energy, breeder reac¬
tors, nuclear fusion, geo-

thermal energy, biomass
- will make it possible to
meet in a sustainable way

a demand for energy that

^OTHMMn^M^iS^ is very much greater than
the present one - the foreseeable demand for the middle of the
next century. On the other hand, the short and medium-term
problems are difficult. The first reason is one we have already
mentioned - the importance of socio-political factors during
this period of transition. The second is the length of time
needed to change the pattern of a country's energy supply-
demand balance; it takes decades. For the first stage of this
transition we have virtually no options other than energy
conservation and the development of conventional nuclear
power, followed by breeder reactors, and extensive use of
coal. So our reaction will necessarily be slow especially since
we have lost time in recent years. In the short term, therefore,
there is a strain.

The greatest danger is not a steady rise in oil prices until the
end of the century but abrupt and irregular rises (each followed,
of course, by a fall) triggering off both inflation and reces¬
sion. We experienced that in 1974 and 1975 and are doing so
again in 1979 and 1980. When we wrote in our first papers
that this irregularity of future phenomena was the greatest
danger, a number of people did not subscribe to the view,
although it is a very serious problem for the transition
period. What must be understood is that it is possible at one
and the same time to be optimistic about energy for the very

long term and very uneasy about the transition period.

"^

Are there certain facets of

current life which you consider
to be breakthroughs into the

future - or rather break¬
throughs of the future into the
present?

^5

Anyone who thinks
about the future must try

to pick out which elements
of current life are signifi¬
cant for the future and

which are not. This isn't

always easy. But we can
take a few examples in

very different fields which
are, I think, pointers to the
future: the development of

automation, the appea¬

rance of the first computers in motor vehicles, the appearance of
industrial imports from South Korea and Singapore, the creation
by banks of branches throughout the world, the fact that
Pakistan is now doing nuclear research, the fall in fertility in
certain developing countries like Tunisia.

Another example is the Vietnamese refugees. For a world of
4 billion people, the migration problem touches a relatively small
number of people and even so is a very difficult one to
resolve. It is reasonable to suppose that in the future, when the
world's population reaches 6 billion and later possibly 12 billion,
there will be difficult migration problems resulting from
differences in living standards or political conflicts.

But the work of those who think about the future is not only

to try to pick out from the present the events which point to the
future but also - and this is a very difficult task - to marshal
those facts, to see how they are linked and whether they could
produce really different futures.

^i This again is a very
difficult area. But these

questions are inevita¬
ble. Not to ask them is to

restrict oneself to a linear

view of the evolution of

developed societies, ex¬

pressed, say, in terms of
national income growth.
This would be a narrow,

simplistic and clearly inad-
y^a^^^SSSSSSS^SSS^SS^SSSSS^' missible view of what a

society's future might be. But I said that the question is a
difficult one. What is meant by a change in values? It is

important to distinguish between social demands for such things
as environmental protection and public transport - which may

You speak of a possible change
in values in the industrialised

countries. What kinds of

change do you have in mind?
And in what values?



Which current headlines foreshadow the future ?

Nuclear research in developing countries ?

(top: atomic research in India)

The creation of global financial networks ?
(centre: stock exchange in Hong Kong)
The fall in fertility in Tunisia? (bottom)

The Vietnamese boat people? (right)

Survey Finds Dramatic Shift in Trends

Fertility Rate Drops in Developing Areas
NEW YORK, Aim. 14 (NYT)

Fertility levels in developing coun¬
tries are declining ai a dramatic
rare and about half the women of

reproductive age say they want no
more children, the largest interna¬
tional population survey ever un¬
dertaken has found.

More than 400,000 women in 4!
developing .md 20 developed coun¬
tries arc participating in the World

rector of the Population Informa¬
tion Program at Johns Hopkins
Uni "What the il> pla,

io more children are

sing effective methods of fam-

nh control pills are the most
widely used family planning meth¬
od in eight of the 15 countries. Ster¬
ilisation, mostly of women, was the
major method cited in four coun-

showing is that there
graphic revolution binh rates are
coming down much faster than
anyone expected."

"The finding that a high percent¬
age of women in Third World
countries want no more children

will surprise many people, because
I ertilitv Sunc\. financed primarily it is commonly assumed that wom-
b\ the United Nations and the U.S. en in developing countries want
Agency for International Develop- many children." Dr. Piotrow said,
ment which administers foreign Considered Sfenificanl
aid abroad Record-gathering has
been completed and analyzed for
15 of the developing countries and
four of the developed countries.
Those findings were published this
week in a Johns Hopkins Universi¬
ty monograph

By Hoarding, 'Survival' Preparations

Some in U.S. Preparing for "Bad Times'
DALLAS. Texas. Aug. 15 (AP-

D.I) l S pollsters sa\ gloom
ova i he economy's future is thick

The study found that the desire
not to have more children is sub¬
stantial in ail socio-economic

groups, including the rural and
least educated. The percentage of
current!) married women who want

The report focused on the fertili¬
ty rate rather than the birth rate. A
fertility rate is the number of ba¬
bies born in a given year divided by
the number of women in their fer¬

tile years, generally age 15 to 49. A
birth rate is the number of births in

a given year divided by total popu¬
lation of the country.

In the developing countries on
which the data are currently com¬
plete, fertility declined dramatical¬
ly, with the exception of three

Rising Toll
Feared in

India Flood

NEW DELHI, Aug. 13 The
death loll in Saturday's dam disas¬
ter in northwestern India was today

estimated at between 1,000 and
10.000.

The Indian News Agency, re¬
porting from the Gujarat slate cap¬
ital of Abmadabad. 300 miles north

of Bombay, quoted an official as
saving that al least 500 to 1.000
people were feared to have died in
the city of Morvi and a village situ¬
ated downstream from the Machhu tt
dam. y,

But the newspaper Indian Ex- U

edim

pie. the Gallup organization said Mr. Ruffs newsletter. Ruff
that 66 percent of the U.S. public Tunes, claims some 90,000 sub-
expected "bad times" for the next scribers. his recent book "How to
12 months and that 59 percent an- Prosper During the Coming Bad
ticipated them for the next five Years." is a best-seller and he is
years. "Those are the kind of re- host of television talk show,
suits yoo usual!) get far into a Mr. Ruff predicts an inflationary
recession, not at the beginning of depression much like the one that

Sehmiedeskamp. devastated Ge
Gallup' s dire

Pollsters

r of e He expects the
! the

riots and the breakdown of uti

and municipal services in big c
and a collapse of the c

catastrophes are
i rate as

. Case 2.

Eress put the casualty toll much
igher.
"Reports from our correspond¬

ent and from other nearby centers
unofficially put the death toll at
5.000." the Impress said. Another
news agency. United News of India
(UN!), said unofficial estimates put
the toll as high as 10,000.

Newsmen who reached the flood¬

ed area by wading through shoul¬
der-deep water reported that Mot-
vi, with a population of 60.000,
"looks a ghost city" and is "'stink¬
ing with decomposing bodies."

After 20.6 inches of rain fell in

24 hours, the monsoon-swollen Ma¬

chhu River flowed over one dam

and broke through another made of
brick and earth, triggering a flash
flood that cascaded as high as 18
feet, reports said.

A Morvi survivor told UNI that

the water covered houses and then

quickly receded.
"I rushed into my house only to

find that the water-wall was follow¬

ing me." said Harjivanbhai Patel,
an engineering student. "I hastily
collected my family members and
climbed to the roof,"

The water rapidly filled up to the
ceiling level, he added.

Army troops searched for strand¬
ed inhabitants of nearby villages. A
helicopter spotted some survivors
clinging to trees near Maliya village
where food packets were dropped.

Prime Minister Charan Singh
sent Agriculture Minister Brahm
Perkash 10 the scene and allocated

the equivalent of SM4.000 for emer¬
gency relief measures.

Textile workers in Ahmadabad.

the state capital and industrial cen¬
ter, announced they would work on
independence Day Wednesday and
donate their earnings to the state's
flood relief fund.

Hoarding Happening

Others are going further. There i>
jmple evidence that some hoarding

ii| iVeu;, Cheaper Silicon Processing

g May Reduce Costs of Solar Energy
" SAN FRANCISCO. AugT24 (UPT) have found a

way to manufacture a key component of solar energy cells at great¬
ly reduced cost a breakthrough they say could hasten the devel¬
opment of economical sun power.

Scientists at Stanford Research Institute said they have learned
how to produce silicon by a one-step method which "promises to
reduce the cost of that material by more than 90 percent."

Silicon is one of the most common elements in nature. It is found

in sand, but processing it for its use in solar cells has been very
cosily, about $60 a kilogram 2.2 pounds. The new method will
produce the materia! for S5 a kilogram, the laboratory said. It also
produces a by-product that can be used in aluminum production,
thus reducing the cost further.

Silicon accounts for about 20 percent of the material cost of solar
cells. The new develcoment can reduce this to less than 2 percent,
according to a report published in Leading Edge, ajournai put out
by the laboratory.

The report cautioned that "a number of other technical and eco¬
nomic problem-, must be solved before solar

Los Angeles Smothered in Smog

For 7th Day; 'Hazard' Declared
LOS ANGELES. Sept. 13 Eye-searmg. throat-burning smog

smothered Los Angeles m a tourbon -colored blanket today, send¬
ing scores of persons to hospitals with respiratory trouble and forc¬
ing many commuters to join car pools.

Meteorologists predicted that the \ellow-brown haze would con¬
tinue in the area for at least the next three days. Doctors advised
even healthy adults to stay indoors. Motorists were urged to Stay
off the streets.

The air was classified as "hazardous" for the second day and
officials called a semmi-stage smog alert for the seventh straight

Hospitals in the San ( ijbriei and San fernando valleys reported
incicj-e- of up to SO percent in the number of patients treated for
chronic lung diseases -ueh as asthma and emphysema, which are
severely aggravated by smog.

Sixty-five smog-control inspectors crisscrossed the area looking
for businesses failing to meet abatement plans Most of the compa¬
ny plans closed parking lots to cars carrying fewer than three per¬
sons.

That forced commuters into car pools, because Southern t alifor-
nia Rapid Transit District buses have been idled by a strike since
Aug. 26.

The inspectors also searched tor plants violating a mandatory 20-
percent reduction in industrial emissions. Smoke in the air was
increased bv brush fires burning more than 3.500 acres in Los
Anodes County.

Ijk Angela Times

alter as incomes rise and fall, as available technologies change
and as relative prices shift - and at a deeper level, changes in
preferences.

It is these changes in preferences that are involved in any
discussion of changing values. They revolve around two

concepts - liberation and establishing roots. Liberation
through increased participation, independence in work, changes
in the allocation of time, changes in men's and women's roles in

society. Establishing roots in that people will want to change
the frame of reference of the communities in which they live and
to find, between the family at one extreme and the nation at the

other, intermediate communities in which human relation¬

ships can develop.

The difficulty is to judge how much of the society these value
changes will reach and how rapidly. It may be that they will

affect the middle class more than other segments of the



difficult political problems for the governments having to
arbitrate between differing and often contradictory social
demands which may be volatile as well.

|f^%.V*W

population. At the same time minorities will emerge, wanting
either to adopt more divergent patterns of conduct or, on certain
issues, to express more extreme points of view. Hence the
question: in the realm of values are the developed societies

moving towards a sort of social fragmentation - a fragmenta¬
tion which is superimposed on earlier cleavages based on the
distribution of national income. If so, there will gradually come

about not only a change in the content of growth but also

^i

How will the advanced indus¬

trial societies react to these

changes?

In the quarter-century
from 1950 to 1975 the

problem of how the deve¬
loped countries would
evolve virtually boiled down
to a choice of growth

rate. There was a degree

of consensus on growth
which resolved most of

the structural problems it

raised, such as migration
^«« awiMimiiiimiiiiii ^ between sectors.

In future, it will be difficult to even understand the problems
faced by developed societies without taking account of the
interaction between changing values which we have just talked
about, the conditions for macro-economic growth and structural
adaptability. Structural adaptability is meant to include all
questions having to do with the redistribution of people between
different geographical areas and activities, the expansion of
certain economic sectors and the decline of others, changes in

use of a nation's territory etc.

The change in values will probably create a wish to change
the content of growth and at the same time a very strong
demand for full employment and economic growth. Pressures
will therefore be exerted on the structures of the developed

societies which, I fear, have become relatively rigid during the

post-war period. Consequently, we shall have to meet the
great challenge of transforming our societies in response both to
these internal trends and to the growth of interdependence on
the international scene.

^v

In that international context, do

you see any patterns in the
evolution of industry?

We devoted a conside¬

rable part of our efforts to
this topic because, despite
its importance it has been
little studied. And it is

complex because the is¬
sues vary enormously
from sector to sector.

What has to be unders¬

tood, essentially, is that

the industrial game is
^ becoming worldwide.
Three phenomena go hand in hand: competition between firms
of the developed countries, the emergence of newly industriali¬
sing nations and the development of industrial exports by East
European countries. But to analyse what is really going on,
each sector has to be looked at in turn. This is what

Interfutures did in such industries as electronics, capital goods,
textiles, motor vehicles, chemicals, iron and steel, aluminium and
copper. What we wanted to do, at this level, was to try to
understand the strategies of the main industrial powers and of
governments as well as the kind of policy problem posed by the
interaction of the different strategies.



Of the report's six scenarios,
which do you think is the most

probable?

""^ The scenarios are nei¬
ther forecasts nor predic¬
tions. They are a means

of understanding the in¬
teraction of strategies by
evaluating how the world

economy may react to

various policies of the de¬

veloped countries and of
the Third World.

Moreover, when looking
into the future, it is neces¬

sary to separate what might be called the continuities from what

might be called the ruptures. A continuity is not a simple
extension of the past but a progressive transformation of the
world economy - sometimes a very substantial one -
according to a certain logic. A rupture is a phenomenon which
creates a discontinuity and generates a cumulative process
leading to a completely different kind of trend. An example of
continuity: moderate growth continues in the developed
countries for a long period with no major change in the
composition of national income, with an open system of
international trade and increasingly close relations with the Third
World. That is one of our scenarios. An example of a rupture
- a massive increase in the price of energy, with both inflation

and recession, which sharply reduces the growth rate and gives
rise to unsuitable government policies such as an increasing
tendency towards protectionism. We are now at the beginning
of such a rupture; it may be smoothed over or it may not. I
think the governments of the developed countries are very
conscious of this risk and will try to avoid it, but over the long
term this is an example of a possible rupture.

If we exclude such cumulative ruptures, one plausible
evolution of the world economy, though not necessarily
satisfactory - hence one that governments must make every
effort to improve on - is the continuation of moderate growth
in the developed countries with a certain leaning towards
protectionism. At the same time the Third World would

become increasingly differentiated, with part of it attaining
developed-country status while at the other extreme two big
areas of poverty persist - Black Africa and large segments of
South Asia.

^V A report of this kind can
have an influence in a

number of ways. First of
all, senior government of¬
ficials in a great many
countries have received

the same docu

ment. This can set off a

process of reflection, ba¬

sed on identical questions
in countries as diverse as

^Canada, Finland, Sweden
and Japan. If this is to be done each country will have to make
the effort to think about the problems raised by the report in its
own national context. To take just one example: the Commis¬
sariat for the French Plan has set up a working group to look into

Interfutures is different from

other future-oriented exercises
in that it is intended to be an

operational tool that can be

used directly by govern¬

ments. How can they make

use ofyour findings? Could you
give us one or two concrete

examples?

the future of France's international relations, and that group has
taken the Interfutures report as a basic reference.

After such deliberations at the national level it is then possible
to progress to an exchange of views between officials from

different countries. A meeting that took place in late February
is one example. Fifty high-ranking officials from OECD
countries met over two days and discussed for the first time the
long-term problems linked to growth and employment in the
developed countries, relations with the Third World and the
increase of world interdependence.

Finally, a report of this kind can help to influence public
opinion since, in the developed countries, governments can
devise new policies only if there is public support for
them. Everything must be done to ensure that the public at
large has a better appreciation of tho problems of the future if
those problems are to be taken into account in the current
decisions of governments.

"^W

Is there one conclusion reached

in your work which seems to

you more important than any
other?

The answer to that

question needs a prelimi¬
nary word. One always
looks for the key idea in a
report which will make it

readable. But this way of
proceeding has its dangers
and may be the basis for
criticism of certain studies

of the future. Such an

__ approach gives a vision of
-^1^^^^^^ the future that is so sim¬

plistic that all those who know a particular field reject the vision
since it does not square with their own much more complex one.
So we have tried in the report to show how the big issues
impinge on one another, how they condition one another in a
vision of the future which is less simple but infinitely more
realistic.

Though a certain number of major themes are presented in
the report, I think they can be expressed in Dan Bell's
observation: "Governments are becoming too little for the big
problems and too big for the little problems." The last half of
this sentence refers explicitly to the growth of world interdepen¬
dence, the emergence of the Third World, the problems of
transition in man's relations with the physical environment, and
the changing world role of the three great developed areas, the
United States, the EEC and Japan. The first half of the
sentence brings us back to the questions we have spoken about
- the change in values, the likelihood of institutional sclerosis in

the developed countries, the problem of pressures and rigidities
in structures.

But naturally, a project like Interfutures, which has taken three
years, does reach a series of important conclusions in the
various fields. Let me give you some of them at random: the
need for vigorous energy policies, the need to devise long-term
strategies for relations with the Third World, the need to
question the way in which the Welfare State functions in many
developed countries, how the functioning of the labour market
should be controlled, the need for new forms of international
cooperation. These are some of the many conclusions of
Interfutures which will, I hope, provide the basis for serious
thinking about the shape of government activities in the next
few years.
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ARE THERE PHYSICAL

LIMITS TO GROWTH?

This issue is not a new one; it was

raised by Francis Bacon in 1615

and Malthus in 1872. The current

controversy stems from conflicting views

of the future, with, as an oversimplifica¬

tion, the catastrophists on the one side

and the technological optimists on the

other. The former believe that the key

resources, particularly agricultural land,

certain minerals and fossil fuels, will be

exhausted in the next 20-50 years setting

up strains which will lead to the collapse

of society. The latter accept that certain

key resources may come to be in short

supply but believe that economic and

technological factors will ensure the sub¬
stitution of less exhaustible or even inex¬

haustible resources. In their view a com¬

bination of recycling and substitution

could permit society to evolve by the

latter half of the 21st century to a state

where the population is stationary and

making sustainable demands on the

earth's natural resources. However,

physical limits to growth concern more

than just the availability of natural

resources. It also includes the capacity of

the ecosystem to absorb the shocks, in¬

dustrial emissions and agricultural

pollutants which may result from man's

attempts to support high population and

economic growth.

In the first part of this analysis atten¬

tion is focussed on the possible

emergence of physical limits to growth at

the global level. Local limits have been

potentially present for many years in

some countries or regions, but have

been avoided through international trade
and international contributions to

technological progress, or currently exist

in Third World countries largely because

of institutional rather than physical

factors. Resource problems of a socio¬

political nature will be discussed later.

The first global uncertainty is that of

population; here the time-horizon has to

be extended from the year 2000, when

the world population is currently pro¬

jected to be less than six billion, to be¬

tween 2050 and 2070, when the popula¬

tion may stabilise at about 12 billion. The

central questions are whether or not the

world population can grow to this level

without meeting physical limits, and
whether it can be sustained thereafter. If

the answer is no, the adjustment process
will have to commence in the next two

decades.

Food

Of the four major areas of concern

food, energy, industrial raw materials and

the physical environment it is food

which appears to be the most pressing. In

many countries of the Third World food

production has failed to keep or has mer¬

ely kept pace with population and income

growth in the past 10-15 years. In¬
terfutures concludes that such food

problems stem primarily from regional

and institutional factors. They could be

overcome by the end of the century, given

the necessary social and political support

in the North and the South, but at least

for the next decade this support is unlikely

to be generally forthcoming. These

problems however are not necessarily in¬

dicative of global limits to growth.

Grain production dominates arable

land, fertilizer and pesticide use, and con¬

sequently it is the demand for grain which

may play a major role in advancing man¬

kind towards physical limits. Estimates

have been made of the maximum likely

grain demand in the year 2000 (See

table 1).

World grain demand of these

proportions would not be pressing against

the physical limits, even under conditions

of high economic growth, although it may

be very difficult or impossible for a
number of countries to obtain their in¬

cremental needs from currently available
resources or infrastructure. For the

remaining countries the required rates of

increase in production are not in excess of

land and water resources, past

performance or biological feasibility

although many of the extensive land

resources in Africa and Latin America

have major ecological constraints, and the
technologies to exploit them on a

1. PROJECTED WORLD GRAIN DEMAND IN THE YEAR 2000

Assuming high economic growth

Grain demand

for direct

consumption
(million tons)

Indirect grain
demand for

livestock and

industrial uses *

(million tons)

Total grain
demand

(million tons)

Year 2000

demand as

% of 1977

production

U) (2) (3)=(1)+(2) (4)

OECD Europe
North America

Japan and Oceania

40

23

24

Total OECD 87 360 447 95

USSR

East Europe

51

18

Total AlCs 156 640 796 124

China

OPEC

Other LDCs

111

99

568

210

300

Total LDCs 944 567 1,511

Total World 1,100 1,207 2,307

AIC = Advanced Industrial Countries

LDC = Less Developed Countries

* Regions may import livestock products rather than produce or import feed grains; consequen¬
tly this demand may occur in the exporting regions rather than in the importing region indicated



sustainable basis have yet to be

developed.

Yields would have to increase between

50 and 100 per cent by the year 2000 to

satisfy the projected demand given in
Table 1 . This may be difficult to achieve in

some developing countries, but the re¬

quired increases still fall short of what is

biologically possible with current

technology. The rate of yield increase is

likely to slow down during the next two
decades, particularly in the OECD

countries and to a lesser extent in some

developing countries, but there are no in¬

dications that biological limits to yield im¬

provements are imminent at the farm

level.

The energy and mineral inputs

necessary to achieve these higher yields

are unlikely to be a major constraint. Im¬

proved methods of pesticide application,

greater emphasis on integrated pest con¬

trol, bio-pesticides and biological control

could prevent pesticide emissions ex¬

ceeding the absorptive capacity of the

ecosystem.

Beyond the year 2000 the situation is

less secure. Growth in the volume of grain
and livestock production for internal

markets will have almost ceased in OECD

countries but will still be expanding in the

developing countries. They will still have

some land left to develop, and at least

in the early decades average yields will

still be below what is biologically possi¬

ble. If diets in the developing countries

remain substantially similar to the

traditional diets of their current middle-

income groups, it is conceivable that the

global resource base could sustain the

projected population of 12 billion.

However, their income growth after the

year 2000 could create a large demand

for livestock products. If this reached the

qualitative and quantitative levels

currently prevailing in OECD countries,

the implicit expansion in feed-grain

production would be very difficult to

achieve given present knowledge of the

long-term potential of possible

developments in conventional agriculture.

Given unfavourable climatic changes
and/or continued loss of arable land

through soil erosion and urban develop¬

ment, it could be impossible to sustain

such a diet for 12 billion people.

Energy

Rates of economic growth and gains

from energy conservation cannot be

predicted with any certainty. It is
therefore difficult to estimate energy de¬

mand in the year 2000, but consumption

2. ENERGY SUPPLY IN THE YEAR 2000

(in mtoe)

Coal Oil

Nat¬

ural

gas

Hydro -
elec¬

tricity

Nuc¬

lear
Others Total

Interfutures : High
growth scenario

OECD Europe
North America

Japan and Pacific

250

750

130

1,045

1,205

670

420

450

120

100

175

40

625

650

170

100

100

30

2,540

3,300

1,160

Total OECD 1,130 2,920 990 315 1,415 230 7,000

USSR

Eastern Europe

580

360

755

240

640

130

95

15

185

40

45

15

2,300

800

Total developed countries 2,070 3,915 1,760 425 1,640 290 10,100

China

OPEC and other LDCs

950

270

555

1,490

105

440

50

300

75

140

45

80

1,780

2,720

Total developing countries 1,220 2,045 545 350 215 125 4,500

Total World 3,290 5,960 2,305 775 1,855 415 14,600

Shares of the various

energies 22% 41 % 76% 5% 13%, 3%, 100%

NASA : High growth
scenario

Total world 3,610 5,230 2,150 420 2,640 350 14,400

Shares of the various

energies 25% 36% 15%, 3% 18% 3%, 100%,

IlA SA : Low gro wth
scenario

Total world 2,915 4,025 1,610 410 2,100 290 11,350

Share of the various

energies 26 % 35% 74% 4% 18%, 3%o 100%,

Source : IIASA, 1978 and Interfutures.

The figures refer to the high growth scenarios of Interfutures and to the high and low growth sce¬
narios of the International Institute for Applied Systems (IIASA). In the Interfutures scenario of tra¬
ditional moderate growth not included here, world consumption of energy is about 13,000 mtoe.

in the OECD is likely to be almost double

the 1976 level, and that of the Third

World may increase by a factor of 5 to 7.
Thus total demand will be of the order of

12-15,000 Mtoe (Table 2). It could be

met from the fossil fuel resources globally
available, and non-fossil-fuel energy. In
the OECD countries 1 5-20 per cent of the

energy demand is likely to be met by
nuclear power, and a further 7-10 per
cent by hydro-electric, solar and

geothermal power. However, unless the

OECD countries accelerate the develop¬
ment of non-fossil fuel energy and in¬
troduce vigorous conservation policies,

the remaining 70-78 per cent will have to

come from coal and oil. Furthermore, the

current major oil exporters (largely OPEC)

will probably have exhausted part of their

resources and, unless other countries

decide to develop their coal resources for

export, Japan, Western Europe and many

Third World countries may face severe

constraints, in addition to uncertainties

regarding the future availability of oil

supplies. These uncertainties are of three

main types :

political crisis, with the sudden and

probably temporary restrictions of

deliveries following tension, war and

revolution in the Middle East or Central

America
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capacity crisis due to the lack of
sufficient investment by the OPEC

countries, which may consider that it is

not in their interest to increase extraction

rates even where resources would permit

it; this kind of crisis may emerge round
about 1985

resource crisis due to the difficulty of

increasing oil production and the current
uncertainty about the size of reserves and
resources; this kind of crisis might begin

to emerge in the last decade of the

century.

If the wprld population stabilizes at

about 12 billion around the year 2050 or

soon after, this could imply an annual

world energy demand of 20-40,000
Mtoe. Thus energy resources must be

sufficient in the long term to sustain

global consumption levels 1 0 to 15 times
higher than in 1976 unless major
changes in social and industrial activities
can achieve substantial savings.

The traditional resources of coal, oil

and natural gas cannot sustain such con¬

sumption levels, but are adequate to

support growth for perhaps half a century
whilst the transition is made from the

finite fossil fuel energy systems of today,

to the renewable or virtually inexhaustible

energy systems of the future, provided
the latter are not held up by problems of

nuclear waste disposal, etc. In the very

long term, it is technically feasible to
switch to a system based on breeder

reactors and solar power and possibly
nuclear fusion with smaller contributions

from biofuels, wind and wave power. But

the non-nuclear sources could probably

not provide all of the energy, except with
a pattern of growth having a resource in¬
tensity which is very different from that
aimed for by developed and developing

countries. The energy problem therefore
becomes one of social choice, and not of

availability of resources.

Raw Materials

Interfutures' main analyses and

conclusions on industrial raw materials

were extensively presented by W.

Michalski in the OECD Observer of July

1978. They are that the physical scarcity
of most raw materials is unlikely. Ex¬

amination of the known resources and

reserves in relation to projected con¬

sumption levels suggests that decreasing
ore concentration and increasingly

difficult mining conditions will make
some materials more costly and others

will be substituted. Difficulties may occur

with a limited number of raw materials

which have specific applications, but as

long as the economic and technical tran

sition process is not disturbed by sudden
unforeseeable breaks, physical exhaustion

will not be a major constraint (Table 3).

The critical problem is that of access.

Many of the current major consumers

such as the EEC and Japan do not have

resources of their own and are dependent

on supplies from Eastern countries, the
Third World and South Africa. Most of the

developing countries will be in a similar

position in the future. Consequently

growth constraints may emerge because
countries choose not to develop or export

their raw materials for social or political

reasons, or supplies are disrupted for

greater or lesser periods of time through
political instability. This choice may result

from local or national opposition to the

development of resources by methods
which harm the environment. The

oligopolistic structure of the minerals
market may be an additional limitation.

The examination of the possible de¬

mand for food, energy and raw materials

in the very long term suggests that in a
relative sense some resources will be ex¬

hausted, and in an absolute sense

physical resources may be adequate to

sustain economic growth in the 21st

century with a population of 12 billion,

but patterns of consumption and urban

development may have to alter, together

with changes in the energy or mineral

base of many goods and services.

However, there are two other aspects to

consider : the physical environment which

introduces less quantifiable limitations,

and the transition problems.

Environmental Constraints

Through his destructive action on the

environment man is compromising his

future and the survival of other plants and

animals. The effect of these activities is

3. NINE CRITICAL INDUSTRIAL RAW MATERIALS

Raw

Material

Share

of 5

countries

1977

Regional Distribution of
Measured and Indicated

Reserves-1977 Country

and Percentage Share

Reserves

1977

metal content

in million

metric tons

Ratio of

Reserves to

1976 Demand

in Years

Chromium 97.9

S.Africa (74.1), Rhodesia (22.2),
USSR (0.6), Finland (0.6),

India (0.4)

820 >300

Cobalt 83.5

Zaire (30.3), New Caledonia

(18.8), USSR (13.9), Philippines
(12.8), Zambia (7.7)

1.5 44

Columbium 95.3
Brazil (76.6), USSR (6.4), Canada

(5.5), Zaire (3.8), Uganda (3.0)
10.7 >800

Manganese 97.7

S.Africa (45.0), USSR (37.5)
Australia (8.0), Gabon (5.0)

Brazil (2.2)

1.814 185

Platinum 99.9

S.Africa (82.3), USSR (15.6),

Canada (1 .6), Columbia (0.3),

USA (0.1)

0.009 110

Tantalum1 81.4

Zaire (55.0), Nigeria (11.0),
North Korea (6.4), USA (6.1)

USSR (2.9)

0.06 60

Titanium 74.2

Brazil (26.3), India (17.5),
Canada (1 5.2), S. Africa (8.6),
Australia (6.6)

394 >300

Tungsten 80.6

China (46.9), Canada (12.1),
USSR (10.6), N. Korea (5.6),

USA (5.4)

2.0 57

Vanadium 97.2

USSR (74.8), S.Africa (18.7),

Chile (1.4), Australia (1.4),
Venezuela (0.9)

9.7

	

>300

(1) 1974 figures.
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Limits to Growth :

Interfutures' report foresees a population of 6 billion
people by the year 2000 rising to 10-1 2 billion after the
middle of the century (above). Raw materials: There is
not likely to be a physical limit, but shortages may be
caused by political and social disruptions (left). Grain
yields would have to increase between 50 and 100 per
cent by the year 2000 to satisfy projected demand. This
is feasible but beyond then the situation is /ess secure
(below). A photo-voltaic cell offers promise of direct
conversion of sunlight to energy, (right). In some areas
where there is intensive cropping of sloping land, the
rate of soil loss is greater than that of natural soil
production. (Below right): depleted agricultural land
in Turkey.

'
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often indirect and cumulative as in the

case of pesticides and heavy metals in
food chains. Some of these have been

recognised and appropriate steps taken to
eliminate or reduce them. Others are of a

more local and aesthetic nature, such as

mining wastes, and are a social and not

physical constraint to growth. These

harmful effects are generally reversible,

but the process may be very costly and
take many years.

The irreversible or less understood

effects of man's activities are of even

greater concern. These include the

climate, the loss of productive soils and
the release of toxic substances into the

environment.

Concern about man's effect on climate

is compounded by our knowledge of its
complexity but ignorance of its dynamic
processes. The growing use of fossil-fuels

energy has resulted in a steady increase

in the atmospheric concentration of

carbon dioxide. Some is absorbed by the
vegetation; most is taken up by the
oceans, and the remainder raises the
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atmospheric concentration. If this pattern

continues, the temperature of the earth

will progressively rise, but nobody is sure
by how much or when, which countries
will be most severely affected, or whether

technologies can be developed to prevent
it. Present estimates are that the upper

latitudes will be the most affected, and

that the temperature in the middle of the

next century may be about 2°C higher
than now. Sea levels would rise, and

rainfall patterns change, so that

agricultural conditions would deteriorate

in some areas but improve in others.

These secondary effects from the burning

of fossil fuels could severely limit their

use in the future and increase the need for

alternative energy sources. However it is

not yet necessary to take specific mea¬

sures. What is required is to press forward

with research to enhance our knowledge
of the mutual relations between human

activities and the climate,

The loss of productive soils by erosion

and urban or industrial development has

reached acute proportions in some LDCs

and is likely to intensify. If continued, it

will greatly undermine their ability to

sustain their growing population. Control
is difficult because it is as much a socio¬

political problem as a technological one.

Soil and land loss is less acute in OECD

countries, and internal population or

economic pressures may soon reach a

plateau, but it is still an important issue.
In some areas where there is intensive

cropping of sloping land, the rate of soil

loss is greater than that of natural soil

production, and therefore it is undermin¬

ing the long term productivity of the soil.

The loss of good arable land for develop¬

ment is also unacceptably high in some

countries. Although land losses are

currently compensated by increases in

productivity, given a natural or a man-

made shift in climate, agricultural produc¬

tion could be greatly reduced.

Transition Problems

All aspects of the population/resource
equation face transition problems. Most

of them depend on the correct identifica¬

tion of the causes or origins of resource

and environmental problems, followed by

the early introduction of public measures
to control or avoid them, or signals to the

market so that it complies more closely

with social objectives or longer term

requirements.

The transition to a stable population

will not come from the mere availability of

family planning techniques or the promo¬

tion of family planning by governments or

international agencies. There must be a
more fundamental motivation which

stems from greater social and economic

well-being, and can only come from in¬
stitutional reforms and greater economic
transfers within Third World countries,

and from the North to the South.

The transition problems for food are in¬

stitutional and technological. The former

are primarily in the LDCs and concern
forms of land tenure and access to

technology. In both the developed and
the developing countries, the lack of

certain technologies for a sustainable

agro-ecosystem are a significant problem.
Some of the requirements exist, such as

the technology for the bio-degradation of
livestock wastes, but it needs new signals

to push the market in the right direction.

In addition to progress at the substitu¬
tion and utilisation levels, raw material

supply also faces transition problems.
New technologies have to be developed

to cope with the lower ore grade (and
consequently greater waste) and the
reclamation of worked-out mines.

Furthermore there are the economic and

technological problems related to increa¬

singly deeper, or distant, or
environmentally difficult mining con¬

ditions. The exploration of sea-bed

resources also faces many difficulties, in¬

cluding political ones. And, last but not
least, the development of new mines
even under otherwise favourable

economic and technological conditions

may be delayed by the lack of investment
resulting from social and political
difficulties and uncertainties and cause

temporary shortages in the future.

Underlying and perhaps compounding
all of the other transition problems may

be that caused by the switch from oil to

coal and nuclear energy, and then

possibly quickly away from coal, if the
carbon dioxide question is substantiated.

Beyond coal is the change to a renewable
energy system. Given the long lead times
required for such a transition, delays in its
initiation or progress will have wide

repercussions.

Interfutures concludes that the limits to

growth are economic, social and political
and not of the physical form frequently

proposed but :

Mankind must increasingly concern

itself with the impact of economic

activities on the ecosphere. Growth of the

world economy could continue during the

next half-century without coming up

against long-term physical limits.

Mankind is in the middle of a major

transition period in its relations with the

ecosphere. During this period of at least
half a century, the constant adaptation of

requirements resulting from demographic
and economic growth and resource

depletion will raise complex questions at
the national and international level.

The questions arising during the
transition period cannot be separated
from the socio-political challenges which
national societies will have to meet.

13



THE INDUSTRIAL SOCIETIES
FACING CHANGE . . .

T HREE basic questions must be answered about the future
of the advanced industrial societies.

Are these societies going to experience profound changes in
values?

What are their long-term macro-economic prospects?
Will they be capable of adapting their economic, social and

political structures to the profound changes the future will bring?

Changes in Values

Analysis of socio-cultural trends is still in an embryonic stage,
and there is little data which covers a long enough period of time
to be of help. Yet such trends are of crucial importance and
hence have been included in Interfuture's study.

It is clear that a revolution has already taken place - in
ecology, participation and other "post materialist" va¬
lues (1). The generation gap reflects more than a difference
between people of different ages; it reflects a structural change
- a silent revolution in the advanced industrial countries. It is

centred on the middle classes, a fact which, Interfutures notes,
"is remarkable when one considers that in the past the latter
have been the upholders of so-called traditional values." The

new values, if already present (some surveys indicate that up to
15 per cent of the population may have embraced them), are still

a minority phenomenon and may be a fragile thing; if they
prevail, however, they may create new tensions with the

"middle majority" and increase the difficulty of governing the
democratic developed societies: the emergence of minorities
pressing heterogeneous demands for decentralisation and

participation will come up against the bureaucracies.

The conflicts on values will obviously coexist with a second
and more traditional source of conflict: the quest for equality by
some and the defence of existing positions by others over the
distribution of national income, for example. Associated with
this conflict is the growing concentration of power in trade
associations, unions and pressure groups - "social oligopolisa-
tion"which may in turn lead the state to intervene more often

and to expand its bureaucracy. It seems likely that the role of
political negotiations will strengthen while that of the market will
decline.

Interfutures points to some possible consequences of these

complex changes in values on the structures of society:
the growing importance of the allocation of time compared

with that of income (the work/leisure dichotomy),
changes in aspirations with regard to jobs,
changes in the organisation of production units in order to

satisfy the new aspirations,

stronger oppostion to big technologies,
growing demands for the protection of the environment,
the continued development within households of informal

economic sectors changing goods into services and replacing
the purchase of private services,

the fragile emergence of a third system of social organisation,

(in addition to the market and the official administration)
characterised by non-commercial self-organisation especially for
social and cultural activities.

The relations between value changes and economic growth
can be summed up in four main points:

In challenging the objectives of society, the new values draw
attention to the fact that the only possible significance of
economic growth is as a means, not as an end.

In all probability, the development of new values will not
eliminate the aspirations of the majority for full employment,
greater material well-being, and a more egalitarian distribution of
incomes and property. Consequently, the quest for sustained
economic growth will continue to be one of the most favoured
ways in which governments try to meet the demands of the
population.

However, the new values will lead to some modification of the
content of this growth.

Lastly, it is clear that the evolution in values is not unrelated to
the intensity of growth. Some indices suggest that the 1975
recession and subsequent slow growth have checked the
changes in values, whereas the rapid growth of the 1960s
contributed to their emergence. If the advanced societies were
plunged into serious economic difficulties, it is questionable
whether there would be acceptance of new values or a return to
past ones.

The Prospects for Macro- Economic Growth

The first question asked by Interfutures in this context is
whether limits to growth are likely to be created by a failure of
technological innovation. And the answer given is no' since at
least four great technological adventures are under way.

Electronics Teleprocessing and automation will change the
face of advanced industrial societies permitting decentralised
management of production processes and changing the
organisation of the tertiary sector as well as the technical

context in which social choices are made. They will also create
new patterns of consumption and employment, though for
about ten years the negative effects on employment may
outweigh the positive ones.

Biology According to some observers biology will have as
much impact on industry in the 21st Century as chemistry and
physics did in the 20th. The possibilities include biofuels (e.g.
cultivation of energy-producing algae), animal feed, ecological
pesticides and improvement of animal and vegetable characte¬
ristics by genetic engineering.

(1) "Post materialism", a term coined by the sociologist Ronald
Inglehart, and used by Interfutures although it is considered a somewhat
debatable concept, has two main features: the demand for liberation and
the desire to establish roots. In its extreme form liberation means the
demand for freedom from moral taboos and from hierarchical
constraints, and for "peripheral" groups (provinces, dialects, colonies,
children, women, etc.) to be emancipated from the "cen¬
tre". Establishing roots means that people want new and more
meaningful frames of reference for their lives.
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Development of new forms of energy Nuclear fusion and
solar energy are the great adventures but should not be allowed
to detract from more modest but valuable efforts such as

geothermal or biomass.
The use of oceans and space Hydrocarbon exploration to a

depth of 300 metres may be carried out within the next decade;
offsh ^e mining may be commercial before the end of the
century.

The obstacles if any will be due to the interaction between

science, technology and society. Slow growth would reduce
long term R & D in favour of activities which bring results more
rapidly; hence the importance for governments of maintaining a
climate that is favourable to research and technology by

encouraging the private sector and providing direct and indirect
support for long-term fundamental research.

However growth prospects are likely to be limited by other
factors. In order to attain high economic growth there would
have to be an "improbable" surge in investment as compared
with what actually happened between 1975 and 1978. In

addition to the investment gap there are likely to be energy,
balance-of-payments and inflation constraints as well as
difficulties with the international monetary system. These
constraints, moreover, are likely to be mutually reinforcing. But
beyond the economic limits there are deeper forces at work:
particularly social tensions and "institutional sclerosis" which
could delay innovation and the reallocation of resources that
engender growth.

Thus Interfutures thinks moderate growth more likely to

prevail over the next decade at least. But there are very
different ways in which moderate growth could come
about. At one extreme it could come from a situation in which

governments aim at high growth but fail to reach it because of
the macro-economic constraints and inadequate structural

adjustment and instead get high levels of unemployment and a
loss of political and social stability. At the other extreme such
growth rates could arise through social choice - the adaptation
of new values about production and consumption, less

importance attached to material possessions, a reduction in

*

Changing values and social demands:New roles for men and women: (left) a male teacher of small children. The search for liberation :
(right) caravaning in Ireland. More meaningful frames of reference between family and nation-state: (left) a street picnic in Denmark.

Concern about the environment : right) a Swedish nuclear power protest.
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labour force participation rates, a less tense attitude towards

unemployment and a shorter working week resulting from a
preference for leisure. Society would aim at satisfying real
demands better but not through appreciably higher levels of
material income. Group activities having social significance and
the emergence of new forms of citizen participation in cities,
regions and enterprises would be signs of this approach. This
is what Interfutures calls "the new type of growth".

If satisfactory rates and types of growth are to be obtained,
macro-economic policy alone cannot do the trick; structural
adaptation is a must. But it will not be easy to achieve since at
the same time the pressures on the structures of the advanced

industrial societies increase, so will the rigidities opposed to
change.

Pressures on Structures

The advanced industrial societies have already been subjected
to severe structural pressures since World War II: the explosive
growth of cities, migration of workers, recovery of the birth rate
in Europe and the extension of education are exam¬

ples. Pressures will not cease, only change in nature. What
are they likely to be?

Demographic Pressures

The key population factors are age structure and labour
force. In most OECD countries, particularly in Europe and
Japan, the population will undergo an ageing process (see
Table 1) with those who are still alive at 75 and beyond growing
especially rapidly. The report points to the need for new

economic and social roles for those in the age group between
traditional retirement and death and to the higher consumption
of medical and social services which may create employment
opportunities but could also increase pressures both for and

against greater public expenditure and personal social security
contributions.

As to the labour force (see Table 2), the key feature is that it
will grow over the next ten years but slow down in the decade

thereafter. The major problem is how to close the unemploy-

1. AGE STRUCTURE IN DEVELOPED

COUNTRIES (1)

PROJECTIONS OF LABOUR FORCE
IN SOME OECD COUNTRIES
Strong and moderate growth scenarios

Percentage : 1975 7950 1985 7990 1995 2000

of children

ages 0 to 4
8.2 8.3 8.3 8.1 7.7 7.5

of children of

school age
5-14 years

16.8 15.6 15.5 15.7 15.6 15.1

of the adult

population

15-64 years

64.5 65.0 65.4 64.9 64.7 65.0

of the elderly
population aged
over 65

10.5 11.1 10.8 11.3 12.0 12.4

(1) These projections were made several years ago. The recent decline
in birth rates observed in most of the advanced industrial societies is likely
to result in a bigger increase in the proportion ofadult groups. But since
it is extremely difficult to predict fertility, the figures in the table must be
viewed with increasing caution as the time horizon recedes.

Source : United Nations, Population Division, Department of Economic
and Social Affairs: Selected World Demographic Indicators by
Countries, 1950-2000, 7975.

Participation rate :
civilian labour 0//o

Growth rate

force as a % of Unemployment J of labour
totalpopulation in 1990

force

aged 15 to 64 %

1975 79.90 ?nnn Strong Moderate 19751 1990

growth growth 1990/ 2000

Canada 66.3 65.1 65.7 5.2 6.6 1.50 1.11
France 65.8 63.7 65.6 2.1 3.3 0.58 0.38

Germany 65.4 65.4 64.1 1.3 2.9 -0.20 -0.83

Italy 53.7 53.0 53.5 2.5 4.8 0.52 0.14

Japan 70.6 69.0 70.0 0.9 1.4 0.81 0.35

United Kingdom 72.5 71.0 74.0 1.6 3.7 0.52 0.36

United States 67.2

	

67.1 67.9 4.9 6.0 1.15 0.72

Source: OECD Statistics for 1975: figures for 1990 and 2000 supplied
by countries when available; estimates made from ILO forecasts
otherwise based on actual values in 1975.

ment gap foreseen for the Eighties without causing problems for
the Nineties when the labour force may be declining. Measures
taken to combat unemployment must therefore be reversible.

Changes in Final Demand

Future changes in intermediate and final demand are likely to
be largely an intensification of current trends. They may
include:

increasing capital/output ratios in most sectors and hence
greater capital requirements for a given growth rate

faster rates of economic and technological obsolescence
very weak growth in demand for basic consumption goods

such as food in the late 1980's and 1990's

low demand for the consumer goods which were important
components of the industrial expansion of the Sixties

a drop in demand for housing
more demand for services and an increase in the size of the

informal sector which may do little to meet the unemployment
aspirations of those displaced from traditional indus¬
tries. However Interfutures analyses the complexity of the
goods/services relationship and notes that services may grow
more slowly than expected; in any case traditional classifications
are ill-suited to post industrial societies.

A new source of pressures which may become more
important is singled out by Interfutures: changes in "the human
environment of economic structures". This encompasses a
whole range of relationships stemming from life in factories and
in towns - noise, urbanisation, arduous work, loss of time, strain
caused by traffic congestion, discomfort caused by crow¬
ding. Resulting pressures on production structures may include
the need to develop personalised timetables, the decline of
major connurbations and the withering away of city centres.

Exchanges with the Physical Environment

Interfutures foresees a long-term rising trend in the price of
energy - a doubling in real terms in twenty years - and notes
that the developed economies can adjust to this rise providing
several conditions are met. Energy policies must be given a
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long-term orientation in view of the time it takes to replace
energy-intensive processes with new techniques. Government
policies, Interfutures concludes, should let the market serve as a
guide in the choice of how to consume energy but influence the
course of events by giving appropriate signals to the market.

As to raw materials, price trends are difficult to foresee for
more than two to three years ahead, but Interfutures concludes
that on a long-term basis they will rise as the costs of extraction
and restoring the environment increase. Price stabilising
agreements may contribute to the rise as may the fact that
investment today commonly aims at avoiding political risks
rather than maximising the economic and geological quality of

deposits.

In many instances the costs of environmental protection have
been exaggerated, and the high investments of the past 5 to
10 years commonly represent a catching-up process, so that the
proportion of total production costs represented by environ¬
mental measures is now levelling off. Additional measures are

necessary and public support for them is strong, although in
some instances less so than in the late 1960s and early

1970s. As long as advance warning is given for the
introduction of new standards - which may imply longer

planning horizons than commonly adopted by governments and
companies - and as long as investment is not blocked by the
length of the corresponding procedures/the necessary structural
adjustments could be introduced without major cost penalties.

Changes in Competitive Positions

Until about 1968 the rate of increase in unit labour costs

remained low in the developed countries. It then rose steeply
between 1969 and 1975 both in real and nominal terms (see

Table 3). Exchange rate changes have not removed the inter-
country differences in these rates of increase and hence they
have changed competitive positions on three levels: among the
most developed OECD countries; between these countries and
the OECD Mediterranean countries (Spain, Portugal, Greece,

Turkey, Yugoslavia); between these countries and the industriali¬
sing developing countries (Republic of Korea, Hong Kong,

3. AVERAGE ANNUAL INCREASE

IN LABOUR COSTS PER UNIT

OF GDP IN 1960/68 AND 1969/75
Per cent

In real terms In nominal terms

1960/68 1969/75 1960/68 1969/75

Belgium 0.8 2.6 4.1 10.7

Canada 0.5 0.7 3.4 8.9

Denmark 0.9 2.5 6.8 12.1

France 1.0 1.9 5.3 10.2

Germany 0.8 1.8 4.0 8.6

Italy 1.1 3.8 5.6 15.3

Japan 0.5 4.0 5.3 13.7

Netherlands 1.8 1.4 6.8 10.0

Sweden 1.3 1.1 5.3 9.2

Switzerland 0.5 2.0 4.8 9.8

United Kingdom 0.1 2.1 3.8 14.8

United States 0.6 0.0 3.2 6.5

Total 0.8 2.0 4.9 10.8

Singapore, Taiwan, Brazil, Mexico). In the future, the trend in
labour cost differentials will be a source of a considerable

pressure on the production structures of the OECD coun¬

tries. Hence the importance of policies which affect them.

Simultaneously, the recent period has seen a growth in

technology transfers and capital flows to the East European
countries and the rapidly industrialising Third World coun¬
tries. However, apart from the objective factors which help to
induce these transfers, there are others which take the form of a

distortion in the structure of relative capital costs. Some of

these distortions emanate from the developed countries

themselves and are essentially the result of their policies in

regard to investment guarantees and export credits. (In the
three years 1974-76 the OECD countries made available an

average of $25 billion a year in long-term export credits,
whereas ten years earlier the figure was $3 billion and fifteen
years earlier just over $1 billion). In addition to these distor¬
tions there are those which come from the developing countries

and also have the effect of reducing the cost of capital.

Hence the advanced industrial societies can expect, as a result

of world interdependence, continuous pressures that will tend to

alter their production structures.

Rigidities

Will the advanced industrial societies be able to display the

adaptability required to cope with these changes? Interfutures'
analysis leads to a general conclusion that the structural rigidities
in developed countries have increased and are liable to impair
that adaptability.

The rigidities they find are of two kinds - those that arise
from the conscious achievement of social objectives, on the one
hand and those that come from an accumulation of ineffective

institutions, procedures and rules on the other. Interfutures
points to four fields in which rigidities are found:

Population Growth

The ageing of the population generates conservative attitudes
towards the future, and hence more rigid attitudes towards

change, less openness towards the "Third World" and lower
geographic and occupational mobility. The current swing to
the right in many OECD countries is perhaps a reflection of
this. Interfutures asks whether developed societies should

enter an era of declining population which would be a "paltry
contribution" to slowing down the global population explosion
or whether they should have a slightly increasing population to
prevent a relative decline in the population of young persons
who are the "creators of new responses".

The Labour Market

The increase in unemployment in recent years is not only a

cyclical phenomenon but also the consequence of a long-term
trend. There are three basic reasons for this conclusion.

777e change in the pattern of job supply. Analysis of jobs
created between 1966 and 1977 shows that the service sector

accounted for 92 per cent of the jobs created in the United
States and 86 per cent in Canada. There is a corresponding
decline in industrial employment with many of the jobs in
industry acquiring features of the service sector. For several
reasons this kind of job market favours people who will accept
lower wage rates at the expense of displaced industrial workers.

New characteristics ofjob-seekers. From the point of view of
those seeking work, the spread of education, changing values
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and rising standards of living reduce the importance of income
as a criterion in job choice compared with other factors such as

maintaining the social environment or preserving the quality of
private life. These factors plus the increasing proportion of
households having more than one member at work may mean
that people accept lower incomes rather than moving or
choosing less desirable locations.

The overall effect is to lower geographic mobility. This hits
the traditional industries or those with large infrastructure
requirements much more than it does smaller, high-technology
industries. But this is a factor of great complexity which is also
affected by the progressiveness of income tax structures and
the operation of the housing market.

Labour costs. Irrespective of their levels, labour costs in

developed countries have tended to become increasingly rigid
because of such well-known factors as increasing recruitment

costs (due to the need for special training and state imposed
non-wage costs). As a result in the prevailing economic
situation enterprises tend to reduce their supply of jobs even at
the expense of temporary losses of output. Persons employed
are better protected, but to some extent at the expense of the
unemployed. Certain forms of social protection in developed
countries are no doubt helping to increase structural unemploy¬
ment, although their justification is not in question.

Taxation. It may also be a source of rigidity in the operation
of the labour market, tending to reduce mobility and weaken the
spirit of enterprise.

Government Regulation and Expenditure

Certain forms of state intervention - consumer protection,
higher standards of safety, quality of the environment,
maintenance of biological equilibria - while doubtless desirable

Growing Pressures for Change

Ageing of the population means a need for new post-retirement
roles: (above-left) a university for retired persons in France.

Demand for new more stringent standards for the environment:
(above) German electronic monitoring equipment.

Changes in competitive positions: (left) Longwy, in France,
where large lay-offs resulted from the closing down steel-making
operations arousing worker opposition.

. . . But also Increasing Rigidities

Labour costs: (right) a strike in the United Kingdom.
Increased taxpayer resistance to rising government expenditure:

(below) a debate over proposition 13 in California.
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also hamper the structural adjustment capacities of developed
economies and societies.

The Interfutures report recommends regulatory policies that

carry a greater degree of incentive and give the system back its
dynamism, innovative capacity and the ability to correct its own
mistakes.

The well known growth in public expenditures (28 per cent in
the mid-Fifties to 41 per cent in the mid-Seventies on average

for OECD with great differences from country to country) can
also be a barrier to adaptation. Major conflicts are brewing
over the stake of different social and economic groups in such

expenditures.

Opposition to the high proportion that public expenditure
represents in terms of GDP and pressures for a reversal of the
trend towards even higher proportions is also a widespread
feature of the OECD economies. In particular there is mounting
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resistance to any increases in direct taxation. However,
continued high unemployment will inevitably involve substantial
public expenditure unless wages become more flexible, and
there are only limited signs of a tailing-off in industrial subsidies.

Whilst the opposition to greater public expenditure may force
governments to limit their involvement in industry, it is unlikely
that there will be a rapid reduction. Current support for high
technology industries and the bailing out of traditional ones
cannot be dismantled readily. In many instances such measu¬
res have seriously delayed structural adjustment and made it
easier for competitors in other countries to catch up, thereby
intensifying the problem. Restructuring is likely to take 5 to
10 years or more given these delays.

Foreign Trade

Neo-protectionism has brought the dilemma between adap¬
ting and preserving structures to the fore. It is less an attempt
to correct an overall imbalance in trade than a response to

structural difficulties in specific industries. Quotas and cus¬
toms duties are used less than negotiated trade restrictions,
non-tariff barriers and such kinds of government intervention as

employment subsidies, tax exemptions and voluntary export
restraints.

In addition to the traditional effects - shifting the burden of

adjustment to other countries and exporting unemployment -
the new forms of protectionism are conceived to get round
international rules, to substitute bilateralism for multilateralism
and to concentrate economic power in the hands of central

government officials and politicians.

For the advanced industrial countries, there is a grave risk that

the protectionist measures, though effective in preventing social
outbursts in the short term, cannot be shaken off and will simply

postpone and intensify the adverse consequences of structural
adjustment.

One way to bring about the necessary structural adjustment is
to improve the functioning of both major institutions engaged in
the distribution of goods and services - the market and the
welfare state - to make the best use of the market's capacity

for fine tuning and reduce its defects by means of suitable
corrective signals; to get closer links between decision-makers
and users. Finally a sector which is neither of the market nor of
government might emerge to produce services provided by
neither.

A Challenge

The complex relationships between values, growth and
structures, now make any linear view of development untena¬
ble. Values are changing radically, even if the changes are slow
and of the greatest possible variety. The legitimacy of growth
as a goal in itself is questioned by some, and it is running foul of
structural rigidities. Influenced by growth, changes in structure
are accelerating and curbing certain trends in va¬
lues. Consequently, one of the difficulties for governments is
the fact that problems are dealt with in isolation and not enough
account is taken of their interdependence, or that they are

considered solely from the short-term standpoint without their
long-term implications being introduced. The danger therefore
is that of a long-term persistence of moderate growth scenarios,
with aggravation of rigidities and consequent reduction of
growth and, in prospect, political and social déstabilisation of
the developed countries.
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...AND THE CHALLENGE

OF THE THIRD WORLD

IN recent years the initiative in North-South negotiations has
generally come from the Third World. This is partly a
reflection of the lack of consensus within and between OECD

governments as to the responses or initiatives that are in the
mutual interest of both the OECD and the Third World or on the

most effective way of transforming international rhetoric into
concrete policies. New initiatives by the OECD are constrained
by domestic problems of unemployment, inflation and balance
of payments; by lack of awareness of the international impact of
domestic policies; and by uncertainties as to the long term
evolution of the world economy. This leads to the question: is
the economic and social progress of the Third World of real
importance to the OECD? The economic prospects of the OECD
are already subject to the influence of the Third World, and this
interdependence will increase, not only as regards oil and raw
materials, but also industrial activities and financial flows. To

substantiate the latter conclusion it is first necessary to look at
the longer-term prospects for the Third World, even though they
are subject to great uncertainties. It will then be possible to
grasp more firmly the problem of the longer-term relations
between the OECD and the Third World.

The Third World (including China) will contain 75-80 per cent
of the world population by the end of the century even if there is
a marked fall in fertility during the next two decades (see Chart A
top). The provision of basic needs for an additional 2 billion

people will be a tremendous task, one which is unlikely to be
completely achieved given the current development strategies of
certain countries and the nature of present development
cooperation policies. At least 700 million jobs need to be
created for the new entrants into the labour force, in addition to
lowering the current widespread under-employment. The
prospects for this expansion are not favourable in many of the
heavily populated countries, and consequently there may be
limited improvements in productivity, the material well-being of
low-income groups, or infant mortality in certain countries or
regions, particularly in South Asia and Sub-Saharan Africa.

This overall view disguises both the current heterogeneity of
the Third World and the growing heterogeneity projected for the
future (Table I). There will be wider disparities in incomes,
health, education and industrial structures. The income levels

of a number of OPEC and non-OPEC developing countries have
already caught up with those of some of the less-industrialised

OECD countries. By the year 2000 it is likely that incomes in
countries with a combined population of more than half a billion
will have caught up with the current industrialised nations; in less
than 50 years - from 1950 to 2000 - they may have achieved
income levels that some OECD countries took more than a
hundred years to reach. China and a number of other countries

with a total population of more than one and a half billion may
have become countries with national average incomes of US
$ "1,000-3,000 (at 1978 values). Most of the remaining coun¬
tries with a projected total population of almost 2 billion will still

be very poor, with average incomes in the range of US
$200-400 (at 1978 values).

The prospects for the majority of the population of the Third
World will depend primarily on the internal development
strategies chosen. Whilst North-South relationships will
continue to be of great importance in improving material well-
being, they will be a secondary factor for many people,
particularly those engaged in subsistence agriculture or in

A. PROJECTED CHANGES IN REGIONAL SHARES

of World Population, GDP,
Industrial Production and Trade

OECD

USSR

and East Europe
EB Other Developing

Countries

20



1. ACTUAL AND PROJECTED AVERAGE

PER CAPITA INCOME

AS % OF THE OECD AVERAGE

Latin America 1970 21 China 1970 7

2000 34 2000 15

South Asia 1970 4 North Africa and

Middle East

1970 15

2000 3 2000 32

East and

Southeast Asia

1970 7 Sub-Saharan

Africa

1970 6

2000 10 2000 5

marginal activities in the industrial and service sectors. The
broadest gains will only come from more egalitarian develop¬
ment strategies.

Development strategies fall into three major categories.

The conventional type that stresses economic growth rather
than development, aims at integration into the world economy,
frequently neglects agriculture in favour of industry, and
commonly does little to directly alleviate poverty.

Reformist strategies that aim at growth, more equitable
income distribution and the satisfaction of basic needs, all of

which are usually hindered by the established institutions.
Finally, radical strategies which give the highest priority to

basic needs, and may involve varying degrees of collective self-
reliance and "de-linking" from the industrialised countries.

It is the choice between or the mix of these strategies which

will determine progress in agriculture and industry. It will also
determine the evolution of relationships and interdependence
within the Third World and between the North and the

South. In a few countries in Africa, Asia and Latin America,

consistent strategies are unlikely to prevail. In certain others
the dominant elite groups are not being challenged except from
within their own ranks, and it seems unlikely that, within the next

ten years, a new socio-political force will emerge, which
represents more closely the needs and wishes of a greater
proportion of the population. Such countries are likely to
maintain conventional type strategies and aim for export-led
growth. Interfutures' analysis, outlined below, of the prospects
for agricultural and industrial development, and the growth of
interdependence, are primarily based on the conclusion that, for
the next two decades, the probable strategies adopted by the
Third World will be largely of the conventional or reformist type,
or there will be difficulties in formulating coherent strate¬

gies. But continuing high population growth, major unemploy¬
ment, very unequal income distribution and political structures
which do not adequately take into account the interests of the
majority of the population will probably lead to greater socio¬
political instability in some countries. These perturbations are
not directly considered in the analysis of long-term prospects,
although they are likely to cause severe disruptions in economic
growth and in supplies of raw materials for some OECD
countries.

Agriculture

Most developing countries need a dynamic agricultural sector
to sustain their development process by providing food and
employment, raw materials for industrial production, and capital

for industrial and urban development. They also need to avoid
unnecessary expenditure of foreign exchange on food, instead
of on capital goods and raw materials. Many of them have the
resources to produce more grain, which is the major food item in
short supply, at lower real costs than imports, but are
constrained by institutional or infrastructural problems.

The projected grain deficit of the Third World for the 1990s is
about 100 million tonnes. Half of this is for oil-producing or

industrialising countries who are likely to have adequate foreign
exchange earnings to purchase their needs. The remainder is
for countries, such as Bangladesh, where the basic problems
cannot be solved by aid flows, and for some others, such as the
Sahel countries, where a comprehensive long-term development
plan with advanced commitments of aid for capital and recurrent
expenditure could make a major contribution to the solution of
the problem.

Even assuming growth rates of food production higher than
recent trends, although not above what has been achieved by
some developing countries in the past, under-nutrition is
projected to be widespread in South Asia and Sub-Saharan
Africa. Some 350 million people may still be under-nourished in

the year 2000: because they lack the purchasing power or the
resources and not through the lack of food production potential.

The food problem presents a number of tasks for developed
and developing countries in the context of interdependence:

the development of technologies for the ecologically fragile
areas of the OECD and the Third World, so that poorer countries

are able to become self-sufficient and the OECD grain producers

are able to expand and sustain commercial exports to the
industrialising countries ;

agreement on a grain reserves programme to cope with
periodic crop failures;

introduction of a better balance between investment in

irrigated and rain-fed farming. Currently aid policies tend to
over-emphasise capital-intensive irrigation projects. Whilst
these are essential to stabilise production and expand employ-

ment,they necessitate substantial imports, are often on too large
a scale, and tend to widen income disparities. They benefit no

more than 20 per cent of the grain crop area and 25 per cent of
the rural population. The remaining areas and people involved
in rain-fed farming receive proportionately less aid, but face

equally difficult problems.

Industry-

Strategies of export- led growth have been very successfully
pursued by a small number of developing countries (e.g. South
Korea, Brazil and Singapore) in recent years, and they have
achieved high rates of economic growth. Furthermore in the
context of these countries such strategies have favoured the

growth of employment more than import substitution strate¬
gies. Central to this success has been the rapid development
of manufacturing industries, generally producing relatively
labour-intensive goods for OECD markets. This is widely seen
as the main cause of the structural adjustment problems that

certain OECD countries are facing, but in many instances this is
not the case. To a great extent adjustment problems are
caused by changes in taste and technology and competition
from other developed countries.

Industrial production in the Third World is projected to
increase substantially. The developing market economies'
share of world industrial production may grow from the 7-8 per
cent of the early 1970s to about 17 per cent in the year 2000,
and their share of world trade in manufactures might increase
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from 10 to 21 per cent over the same period (Chart A). The
successful industrialising countries of the 1960s and 70s will be

joined by others (such as Malaysia, Philippines, Algeria, etc.). A
major increase in industrial production will probably also occur in
China, with its world share increasing from about 4 to 10 per
cent, and there could be a dramatic expansion of its share of
world trade in manufactures (from 1 to 7 per cent) if it continues
its current open trade policies.

Such an expansion, whilst less than the Lima target (1) would
be a substantial achievement, but the aggregate picture is mis¬
leading.

Low national average incomes in South Asia and Africa and

inegalitarian distribution of land and income result in low savings
and investment ratios and weak domestic demand for industrial

goods because a large proportion of the population has to spend
50-70 per cent of its income on food. This situation is

projected to improve, but at least in the mid-term and probably
longer the gains are likely to be small. Low investment and
weak domestic demand will be a major limitation for industriali¬
sation. Thus whilst the developing countries' share of world
industrial production is likely to almost double, that of Sub-
Saharan Africa and South Asia will remain relatively sta¬
tic. Their joint share by the end of the century is unlikely to
exceed three per cent, although they will have about 30 per cent
of the world population.

In the aggregate picture, the poor performance of South Asia
and Sub-Saharan Africa is masked by the high growth of
industrial production in Latin America and South East Asia which

in the year 2000 may represent almost 80 per cent of the total
for the developing market economies. But they will also face
problems. Demand is progressively saturating in physical
terms in OECD countries for many of the goods which have
formed the basis of developing countries' labour intensive
export-oriented industrialisation e.g. textiles, clothing and
shoes. Further growth in these industries will have to come

from greater domestic demand, or exports to other developing
countries or from an upgrading of their product lines to meet
changing demands in the OECD. The present industrialising
countries of Latin America and South East Asia, when
confronted by rising wages, may hold on to the labour-intensive
industries instead of embarking on the transition from low to
high technology activities. If they do this and also protect their
domestic markets for low-wage goods, the late-comers to
industrialisation may not be able to follow a strategy of export-
led growth.

Industrialisation faces three other important problems: pro¬
tectionism, a bias in the choice of technology, and the role of the
multinational companies. There is a strong tendency in the
LDCs to establish industries using capital equipment from the
OECD countries. This equipment embodies technologies per¬
fected for conditions where the relative costs of labour and

capital are very different from those in the LDCs, and which

require skills and advanced industrial services not readily
available in the Third World. This bias towards technologies
which are relatively capital-intensive given the LDCs endow¬
ments, instead of labour-intensive, is frequently the same for
multinational companies, local entrepreneurs or state compa¬
nies, and is promoted by the investment and export incentives of
both the OECD and the LDC governments. Consequently,
industrialisation creates fewer jobs than it might and fails to
contribute adequately to income distribution or the growth of
domestic demand. The longer-term industrial and social
prospects would be improved by the development of modern
technologies which are consistent with the different economic,

social and cultural conditions of the Third World, particularly for
conditions where the relative marginal costs of capital and
labour differ widely.

The multinational companies have played a very important
role in the establishment of export-oriented industries. Their

situation may change considerably over the next quarter of a
century. Although they may be rejected by those LDCs which

adopt socialist or very reformist development strategies, they
may be accepted as partners by others in the process of

(DA target of 25 per cent of world manufacturing production by the
year 2000 proposed for the developing countries excluding China by the
UN/DO at Lima in 1973.
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Three hundred

and fifty million

people may still be
undernourished in

the year 2000
(upper left).

There will be

wide disparities
in income, health,

education etc. in

the developing
world.

(Right): a view of
Rio in a newly

industrialising
country Brazil.

China's share of

world industrial

production may
increase from

4-10 per cent
(below).

industrialisation. Given the growing markets and comparative
advantages of the Third World, the developing countries will
become more and more important for the multinationals, which
may well find themselves in conflict with developed country
governments as regards adjustment policies. It is not impossi¬
ble that, in certain circumstances, their freedom of action may as
a result be appreciably curtailed both in the North and the South.

Raw Materials

Many of the poorest developing countries will continue to be
dependent on their exports of agricultural raw materials and
minerals. Future prospects are very dependent on the stabilisa

tion of commodity prices or export earnings, and trade
expansion for processed goods.

Unstable commodity prices have an unfavourable impact on
the economies of producer and consumer countries. Two
ways of limiting these impacts have been proposed:

Price stabilisation through stockbuilding policies which are
only acceptable in the North if they can achieve stabilisation
around the mid-term market trend. In general it is difficult to

predict the net benefits and disbenefits of such policies and their
allocation. They would have a small positive benefit on
inflation in the North, and a somewhat larger one in the
South. There would be a reduction in the substitution of

synthetics in response to fluctuating raw material prices and in
the consequent misallocation of resources. Although the main
beneficiaries are likely to be the dominant suppliers (most of
whom are middle income countries), some of the poorest LDCs

would also gain.
Compensatory financing schemes for the stabilisation of

export earnings are simpler and less expensive to operate, but
most LDC governments do not pass the benefits on to the
producer. Although the macro-economic advantages of these
schemes appear to be greater than from commodity price
stabilisation because they allow for greater flexibility of the
production structure, some of the micro-economic effects may
be less favourable.

In fact both stockholding and compensatory financing
schemes will be needed. The former are suitable only for
certain commodities, and the additional flexibility of the latter
schemes makes it possible to cover fluctuations in the earnings
of other sectors which are important for some countries.

The multilateral trade negotiations have aimed at liberalising
trade in raw materials and some manufactures since there are

customs barriers against crude products which are in competi¬
tion with national products (beef, sugar and rubber) and
processed goods (simple metal fabrications, copper wire,
vegetable oils, etc.) as well as indirect restrictions in the
developed countries on imports of crude products which do not
compete (such as coffee and cocoa). Complete liberalisation of
trade in raw agricultural commodities would increase developing
country incomes by about US $ 7 billion at current prices. A
lowering of the trade barriers affecting processed goods
(agricultural products and ores) would increase employment in
the developing countries and allow a substantial rise in value
added.

Energy-

Energy demand in the developing countries (excluding China)
will increase more than fivefold before the end of the century,

and import requirements may increase threefold. Failure to
meet this demand will severely constrain growth. The LDCs'

energy problems will have two main components:
the provision of non-fossil fuel such as firewood and bio-gas

at prices the low income groups can afford; fossil fuels are too
expensive for them;

the development of indigenous fossil-fuel energy sources and
access to oil or coal imports in the event of a world shortage.

The first problem will require reforestation on a massive scale,
together with greater emphasis on the development of small-
scale bio-gas and solar heating or cooking units, and financial
assistance for households to purchase them. The second

problem will require technological and financial assistance from
OECD and perhaps OPEC countries and some method of
guaranteeing them oil during a shortage.
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GLOBAL INTERDEPENDENCE
m^conomic interdependence has grown rapidly during the last quarter of a century. To a greater
£ or lesser degree it has benefited all countries of the world. But global interdependence goes

well beyond the economic framework and has political, military, cultural and institutional
dimensions. Along with its advantages interdependence has also brought greater uncertainty,
particularly in recent years, about exchange rates, oil and mineral supplies etc. Furthermore some
people in the North and the South believe that the prevailing pattern of interdependence has
limited the economic development of the Third World countries.

Consequently a number of countries - both developed and developing - have taken steps or
proposed measures to limit interdependence. Such countries consider that these changes will
provide a more manageable or equitable situation even if they carry short or longer-term
penalties. The changes include new forms of protectionism, proposals for the withdrawal of the
Third World from the international economic system, and impediments to raw materials supplies.

Many current trends will continue to have a major influence on the evolution of the world
economy and on interdependence. Furthermore OECD and Third World countries have a number
of options regarding strategies for their future and for international relations. Interfutures has en¬
deavoured to determine how these trends or the adoption of alternative strategies by the North or
the South may influence the evolution ofglobal interdependence between now and the end of the
century. The prospective analysis has a number of elements, but the most important are scenario
analysis and studies on the long-term prospects for key industries.

SCENARIO ANALYSIS :
POSSIBLE FUTURES

The scenarios used by Interfutures should not be interpreted
as forecasts. It is impossible to forecast with any certainty
the per capita income, food, industrial production or any

other variable for the year 2000. The values projected follow from
an imperfect knowledge of how the world economy currently
functions and how it might evolve under certain explicit
assumptions. The actual values are not important. Their
significance lies in the insight they can give about the qualitative
impact of a strengthening or weakening of certain current or
anticipated trends and their interaction, and not in their superficial
image of spurious accuracy.

Their role is a broad one. They serve as an integrating device for
studies on specific issues. They present a global framework in
which to examine specific problems. They illustrate the possible
outcome by the end of the century of social or political attitudes or
acts which may arise or strengthen in the intervening years. Alter¬
natively they start with an image of the year 2000 and help to ex¬
amine which social choices and policies might lead to that image.
Finally they aim to raise public awareness of the fact that there
are a number of possible futures, albeit ones which will contain

unpredictable elements, and that the type of world prevailing in
the year 2000 will largely follow from the social choices made in
the next few years.

This heightened awareness is a necessity if there is to be
greater social consensus in OECD countries about what should be

the long-term objectives of their societies; it is the lack of such

consensus that is partly responsible for the economic problems
facing the OECD countries.

Different assumptions are used in building the various scenar-
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ios. They concern international cooperation within the OECD area,
and between the North and the South, and they require other
assumptions about such matters as the growth of productivity,
the rise or fall of trade barriers and the flow of financial resources

from the North to the South. Energy prices are supposed to rise
progressively, the rate varying between the scenarios.

These assumptions are combined in different qualitative or
quantitative proportions. Interfutures could only examine a small
sub-set of possible combinations. Whilst some are obviously more
plausible than others, plausibility has not been the only criterion
for selection. Certain of the scenarios are improbable because the
time horizon of the year 2000 is short in terms of social dynamics
or of the establishment of certain developing countries as major
economic forces. These scenarios become much more probable in
the longer term, i.e. for the next century but are nevertheless
pertinent for the analysis of the next two decades in that they in¬
dicate the possible consequences of incipient trends. Other scen¬
arios, although extreme, identify possible inconsistencies in the
strategies of the various "actors" and contribute to the analysis of
the more plausible scenarios. In addition to the six global scenar¬
ios explored, Interfutures has considered the implications of
specific economic and political ruptures such as irregularity in
energy supply.

Broad orders of magnitude for gross world product in the year
2000 help to portray the final image of the scenarios (Chart A).
These images have certain similarities. They all suggest that the
OECD share of world product may fall from the current figure of
about 62 per cent to around 50 per cent and that the USSR and



Eastern Europe will not increase their share very much. The Third
World's share increases by about 50 per cent from about 2 1 per

cent to over 30 per cent. Beneath the apparent general similarity

of the macro-economic images, there is a wide diversity of

situations and trends in production and trade structures which re¬

quire closer examination.

Scenario A

High Growth

Assumptions

Collective management of OECD

zone by North America, Japan and the
EEC who attempt to sustain high,

stable economic growth.

Relative productivities of OECD
countries converge on long-term US
trend.

The industrialised societies estab¬

lish a consensus and give priority to

high economic growth.
Value patterns change slowly

primarily in response to growth itself.
m Increased free trade.

Progressive integration into the
world economy of Third World

countries, particularly the rapidly in

dustrialising ones.

Large aid flows, but growth
differentiation in the economic situa

tion of developing countries.

Image of the Year 2000

During the last quarter century

gross world product (GWP) increases
by a factor of about three and a half

and average per capita incomes are
more than doubled.

OECD 's share falls from 62 per cent

to about 53 per cent, more than half
of the world's income with only 1 6 per

cent of world population.

Third World's share increases from

21.6 per cent in 1975 to more than
30 per cent.

%

The Developed Countries

The OECD area's average annual

growth rate is 4.3 per cent, with the Un¬
ited States below and Japan above this

average. The relative weight of the United
States in the world economy continues to

decline: from 29 per cent of gross world

product in 1 975 to 1 9 per cent in the year
2000. The EEC's share falls from 1 9 to 1 6

per cent while Japan's increases from 7 to
10 per cent. National incomes rise steeply

and become more homogeneous in the

OECD area up to 1990 as the economic

slack is taken up and labour productivities

converge. Thereafter incomes rise more

slowly. Projected end of the century per

capita incomes for North America and

Japan are about $10,000 (at 1970 prices

and exchange rates) as opposed to about

$8,000 in the EEC and $5,000 in the

USSR and Eastern Europe.

Increased liberalisation of international

trade helps the industrial expansion of the

Third World and helps OECD countries to

maintain comparatively high rates of

growth. The gains from trade and the in¬

ternationalisation of production help the

OECD countries to restructure their in¬

dustry around new generations of capital

and consumer goods. The new capital

goods lead to substantial productivity

gains in the industrialised and in the newly

industrialising countries.

In spite of these productivity gains, the
OECD area's share of world industrial

production progressively declines as its

rate of population growth falls close to

zero and its markets become increasingly

dominated by the purchase of goods to

replace existing ones rather than to add to

the stock of goods. Thus the United

States' share of world industrial produc¬

tion is likely to fall from 31 to about 1 8 per

cent by the year 2000. The EEC's share

may also decline but perhaps relatively

less than that of the U.S. Japan's share,

however, will probably increase both for

capital goods and for consumer goods.

The Developing Countries

Average growth rates are generally

much higher than those of OECD

countries, with 7 to 8 per cent prevailing

in many countries of Latin America, the
Middle East and South-East Asia and

about 4 per cent in the poorer countries of
Sub-Saharan Africa and South Asia. Thus

incomes in the Third World become in¬

creasingly differentiated; countries with a

population of more than half a billion may
reach those of some industrialised

countries, but some 2 billion may remain

very poor, with average incomes of less
than $380.

The large flows of aid and private in¬

vestment, together with more trade con¬

cessions and fewer trade barriers, provide

industrial and agricultural development

although more than 350 million people

may still be underfed. High population and

income growth lead to a relatively ex¬

plosive increase in the demand for con¬

sumer goods and for the capital goods to

produce and distribute them.

Under the assumptions of this scenario,

the Third World, including China, could be

responsible for 24 per cent of world in¬

dustrial production by the end of the

century, compared with about 12 percent

in the early 1 970s (see Chart A, page 20).
Their industrial output would grow almost

twice as fast as that of the OECD area.

Although the 25 per cent Lima target

(which does not include China) would not

be achieved, the projections imply a major

restructuring of world industry.

Plausibility

This scenario is not very plausible.

Many obstacles would have to be
overcome in order to achieve it. There

would have to be a sustained recovery in

investment, which requires governments
to reduce investors' doubts about future

profitability, distribution of these profits,

exchange rate movements, market access,

etc. It needs a much more rapid

acceptance of structural adjustment than

currently prevails. Greater trade liberalisa¬

tion is required. Even if this were initiated

now, it would be socio-politically difficult
to remove within a decade the obstacles

to trade that have been introduced in the

past few years, particularly given the wide
differences between OECD countries in

the potential losses and gains from trade
liberalisation.

It would be impossible to achieve

without substantial gains in energy con¬

servation and promotion of investment to

increase oil and coal production. Socio¬

political obstacles are likely to limit this in¬

vestment.

The scenario assumes that aid triples by

1990, rising from the current 0.32 per

cent to 1 per cent of GDP, and also re¬

quires large flows of private capital. Again

the socio-political obstacles in the North

to such a large increase are substantial, in

spite of the fact that the long-term trade

multiplier that follows from this flow is

very much in favour of the OECD countries.

Its realisation also requires the develop¬

ing countries to intensify their efforts to

broaden employment opportunities, im¬

prove income distribution and foster the

development of large domestic markets

for consumer goods. High rates of food

production are required in most develop¬

ing countries, but it is doubtful whether

prevailing institutional and infrastructural

obstacles can be overcome quickly en¬

ough to achieve them. ~*~
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S19 Ï win A- THE YEAR 2000: FOUR SCENARIOS
% of world gross product and per capita product

Total:

;10,840 billion

Total:

$1 1,060 billion

| | North America | I Japan lEEC Other OECD USSR and

Eastern Europe
I Developing Countries

including China
Other

Scenario B2*

Traditional Moderate Growth

Persistent Disequilibria

	^Assumptions

North/North and North/South
relations are similar to Scenario A.

No significant unanimously ac¬

cepted change in values. Many peo¬

ple favour aiming for high growth, but
others do not or dispute their share of

the national product. Consequently
conflicts arise which hold up
necessary socio-economic adjust¬
ment. This failure inhibits economic

growth.

Image of the Year 2000

Gross world product almost trebles

between 1975 and 2000, and

average per capita incomes double.

The OECD area's share falls - from 62

to 50 per cent whilst that of the

Third World (including China) rises
from 21 .6 to about 32 per cent. East

Europe and the USSR grow faster
than the OECD and increase their

share from 1 6 to 18 per cent. I

The Developed Countries

Social fragmentation and the slowness

of structural adjustment result in failure to

reach the high growth objective. Structural

unemployment persists at high levels in
most countries. For most OECD countries

average growth rates are 30-40 per cent
less than the high growth Scenario A, but

there is slower convergence on the US

productivity trend hence greater diversity
in national average incomes. The average
rate of growth for the OECD as a whole

during the first quarter of the century is
3.4 per cent.

The Developing Countries

Demand in OECD countries for their

raw materials or finished goods, plus
lower aid and other financial flows, slow

down growth in the Third World compared
with Scenario A, but the reduction is not

as great as in the OECD. Growth rates are

10-15 per cent less than in Scenario A.

The East Asian NICs are the countries

most severely hit by the lower demand in

the North, whilst Sub-Saharan Africa and

South Asia are affected by both the
reduced demand and the lower aid. Latin

* In this article Interfutures' scenario-

numbering scheme is kept: the reordering is
for clarity of exposition.
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America's growing internal market partia¬

lly compensates for those lost elsewhere,

and the region's share of world industrial

production increases slightly compared

with Scenario A.

Plausibility

The probability of Scenario B2 seems

undesirably strong at the moment. The

OECD countries in general seem to be

finding it difficult to achieve both the inter¬

nal and international consensus they re¬

quire to move away from the present state

of disequilibria. Longer term rather than ad
hoc short-term measures to overcome the

present problems of high inflation, un¬

employment, trade imbalance and

difficulties with the international monetary

system rarely appear in the programmes

adopted by governments.

Scenario B1

Tne New Moderate Growth

	 	,	.	^
Assumptions

Main difference from Scenario B2 is

rapid adoption of new post-materialist
values. This permits a consensus on

moderate, less market-oriented

growth. This hypothesis affects the
quality of other assumptions: for ex¬
ample, it is assumed that it creates

more open attitudes to the Third
World.

Image of the Year 2000

Same result as in Scenario B2 as to

macro-economic variables.

The Developed Countries

The desire for more moderate growth

rates in the OECD area with greater

emphasis on the quality of life and less
materialist values produces an end-of-

the-century picture which has certain

growth features in common with the B2
Scenario of social fragmentation

moderate growth rates for example (an
annual average of 3.4 per cent for 1 975 to
2000). But the content of the growth

differs. Implications for employment:

because of a greater desire for leisure,

there is later entry into the work force,

more retraining, shorter periods of work
etc. Hence hours worked per year are

progressively reduced by the year 2000 to
some 25 per cent less than in the two

preceding scenarios. Opposition to nuclear

energy and stronger support for conserva¬

tion measures, together with moderate

growth rates, have a significant impact on

OECD energy requirements, reducing

them to 5.5 Mtoe per year by the end of

the century as against 7 Mtoe in Scenario
A and 5.9 in Scenario B2.

Open attitudes towards the integration
of the South into the world economy and

an increasing preference for less in¬
dustrialisation causes the OECD's share of

world industrial production to fall lower
than that in either of the other two scenar¬

ios.

The Developing Countries

Virtually the same as in preceding scen¬
ario, but the role of the developing

countries in a diminished international

trade is higher than in the other scenarios.

Plausibility

There seems little likelihood of a broad

consensus on lower growth emerging at

least for the next decade. Although some

minorities currently have such a

preference, its adoption on a wider scale is
likely to be inhibited by the present reces¬

sion and by existing institutions.
Furthermore, such value changes are un¬

likely to move in parallel in OECD
countries. This could be a source of friction

between those countries which are

markedly out of step. Thus while Scenario
B1 could be more stable and less con-

flictive than the others if it were adopted

by all of the world's societies, it has to
contend in its emerging state with a var¬

iety of obstacles. It seems possible that
Scenario B1 may emerge as an evolution¬

ary form of Scenario A or through rejection
of the negative features, social and
economic of Scenario B2.

Scenario B3

Moderate Growth:

Divergent Productivity
t	s

Assumptions

Because of differences in

acceptance of structural adjustment,
labour productivity in Japan and Ger¬
many overtakes that of the United
States between 1985 and 1990,
while in some other OECD countries,

productivity levels off below that of
the US.

Image of the Year 2000

Not much different from the other B

Scenarios in global terms. Though the
country-to-country situation would be
different.

The Developed Countries

The consequences of divergent

productivities on incomes and economic

weights may start to emerge by the end of

the century, but the main impact would be

in the 21st century.

The Developing Countries

Same as Scenario B2.

Plausibility

This scenario could tend towards Scen¬

ario B1 but also, and more plausibly in the

shorter term, towards a deterioration in

North/North or North/South relations due

to the growing heterogeneity of the North.

Scenario C

A Breakdown in

North /South Relations:

The South Opts Out

s- - 	 - -- 	'	

Assumptions

Deterioration in North/South

relations in the early 1980s.

The Third World countries break

links they feel have maintained their

dependence on the North.

Aid flows are greatly reduced.

Moderate or slow growth within

the OECD depending on the country

since each is differently affected by

the loss of markets in the South.

No convergence ofproductivities.

No significant change of values.

Image of the Year 2000

Gross world product and average

incomes are lower than in any other

scenario (see Chart A). The Third

World's share of GWP increases, but it

is a larger share of a smaller cake. In
the same scenario, Japan's share

drops appreciably, and incomes in all
OECD countries are lower. Thus

nobody benefits from allowing inter¬
national relations to deteriorate in the

manner assumed by this scenario.

The Developed Countries

The loss by the North of markets and in¬

vestment revenue in the South, the reduc¬

tion in the flow of low priced consumer

goods from the South, higher energy and

raw material prices all severely disrupt

economic growth in the OECD area.

OECD's share of world product falls

from 62 to 47 per cent, and average in¬

comes are $1,590 less than in B2. The
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B. PROJECTED WORLD TRADE : THREE SCENARIOS
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United States is the least affected member

of the OECD because of her lower depen¬
dence on external trade with the South

and her extensive natural resources. The

EEC is hit much harder: although its share
is only a little less than in the moderate

growth scenarios, world product is much

smaller, so this represents almost 30 per

cent less in average income by the year

2000. Japan is hit even harder, and per
capita incomes are only half those of the

moderate growth scenarios by the year
2000.

The Developing Countries

Their share of world industrial produc¬

tion comes close to that set by the Lima

target. It reaches about 22 per cent, but it

is Latin America, East Asia and certain

countries of North Africa and the Middle

East which benefit most from the produc¬

tion and trade opportunities created by
de-linking from the North. Internal trade

among Third World countries as a share of

total world trade expands dramatically
from about 1 or 2 per cent in 1 970 to 1 3

per cent by the year 2000. Their imports

from the OECD are only 10 per cent of

world trade compared with 20 per cent in
the moderate growth scenarios and their

exports to the OECD are 5 as opposed to
12 per cent.

For the people of the Third World, the

greater autonomy carries with it certain

costs in terms of lower incomes which are,

on average, about 1 7 per cent less than in

the moderate growth scenarios, and more

extensive undernutrition. In the longer
term however the costs might be lower
since the scenario conditions could lead to

better income distribution, less expen¬
diture on luxury goods and higher savings
and investment ratios.

Plausibility

It is not very high. Both the North and

the South lose by such action and would

no doubt negotiate to avoid them.

Furthermore it may be questioned
whether there is currently sufficient com¬

mon ground amongst Third World
countries to embark on such a dislocation

of the world economy. If initiated, it could

be a region-by-region act, rather than a
collective one. Some countries would

probably withdraw from such agreements,

since the advantages to them are likely to
be much smaller than the losses, and in¬

ternal socio-political cohesion could be

greatly undermined by the economic
costs.

Scenario D

A Fragmented World

Assumptions

Mounting protectionism in the early
1980s, between the major poles of
the OECD - North America, the EEC

and Japan. The poles establish
preferential aid, capital flow and trade

links with the developing country
regions along historical, cultural or
geographic lines: North America with

Latin America, the EEC with Africa

and Japan with South East Asia.

Divergence of productivities in the

North with slow or moderate growth.

Image of the Year 2000

The projections imply that the
problems raised by fragmentation
lead, as in wartime, to a consensus

about economic and other objectives
and thus structurai adjustment

proceeds rapidly. At the level of gross
world product, the image is similar to
that of Scenario B2 (Chart A) but at
the regional level substantia/

differences are apparent which are

even greater if the projection for 1990

rather than the year 2000 are
examined.

^

Developed Countries

North America and Latin America are

able to establish complementary

economic strategies to develop their rich

natural resources and expand their

markets. Thus per capita incomes in North

America at the end of the century are
similar to those of Scenario B2.

Japan is very seriously affected in the

medium term but progressively steps up
cooperation with other Asian countries

and is aided by the neutrality of the OPEC
countries and other OECD countries in

Oceania. Reduced access to markets in

North America and Europe together with

structural adjustment problems reduce in¬

come growth. In the year 2000 average
per capita incomes are about $1,000

below that of the USA instead of being
$200 or more greater as in scenarios
A and B.
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The EEC is the most severely affected

pole. The social consensus about
structural adjustment is much weaker than
in Japan. Its alignment with South Asia
and Sub-Saharan Africa cannot provide

markets to replace those lost elsewhere in
the North or the South.

The trade image for 1990 is naturally
more dramatic than for the year 2000.

Japan's export earnings are reduced by 30
per cent, and those of North America and
the EEC by about 15 per cent compared
with Scenario B2. In the longer term, trade

within the North/South alignments begin
to offset the reduction in intra-OECD

trade.

Developing Countries

Their share of world product is about

the same as in Scenario B2, but the cake

is smaller and so average incomes are

down from $790 to $750. Latin America

is little affected in the longer term, and

Sub-Saharan Africa gains appreciably as

the EEC endeavours to promote industrial

development and domestic demand in
that region in her attempts to compensate
for markets lost elsewhere.

These changes are reflected in the

pattern of industrial development. The
Third World's share excluding China rises

to about 18 per cent compared with less

than 17 per cent in Scenario B2. Industry
in both Sub-Saharan Africa and South

Asia benefits from the lack of competition

from the more industrialised members of

the Third World. Latin America, on the

other hand, while it loses some overseas

markets, is substantially aided by its

association with North America, and in¬

dustrial production is promoted by both
demand in the United States and major in¬

creases in the size of the domestic market.

Plausibility

Growing neo-protection is today's

reality even if more conventional forms of

protectionism are being reduced.

However, extreme protectionism of the

type portrayed in this scenario does not

seem likely since many industrial and

trade-union groups in the North would be

opposed to it and would be able to take

the political initiative to avoid such a con¬

frontation. The North/South regional

alignments are also unlikely since it is

doubtful whether many Third World

countries would accept them.

THE PROSPECTS FOR INDUSTRY
WORLDWIDE

WHATEVER the scenario for North/North and North/
South relations, it will involve an upheaval in industrial
structures. This is not a new phenomenon; it was one

of the main features of the post-war period yet the changes
which will affect the growth, organisation and distribution of the
industrial world's production and trade during the next 20 years
will be different.

The concept of industrial activity, especially in the developed
countries, will gradually lose the precision it used to have
because of the increasingly close links between industry and
scientific research and the complementarity of industry and
many service activities. As a corollary, in the same countries,
industry as a whole will no longer play the necessary role of
creating employment.

A new generation of key industries is gradually taking the
place of those which brought about the post-war growth. At
the forefront will be the so-called electronics complex -
automation, data processing and telecommunications - whose
growth will increasingly affect the very nature of economic
activity - the production processes of industry and services,
modes of consumption and the role of communications.

The evolution of industry in the developed countries will be
taking place in a context of slower growth which coincides with
pressures being exerted on industrial relations systems world¬
wide: the interplay between industrial forces in North America,
Western Europe and Japan is changing and superimposed on
this is a broader interaction involving the industries of Southern
Europe, the Third World and Eastern Europe. Instead of
focussing on the "North West", the industrial game covers the
world as a whole.

From these main points follow several likely trends in the
international division of labour.

The slower rate of growth and the downward trend in
expected profitability of capital in the developed countries are
tending to increase the role of industrial investment in those
areas where profitability is highest.

This implies two important changes in production proces¬
ses. First, fragmentation which makes it possible to transfer
parts, rather than the whole of the production process to new
locations. (Total transfer may in fact prove to be impossible for
technical reasons, ineffective for economic reasons and impracti¬
cal for social reasons.) Second, the greater concentration of
production capacity at each stage as the internationalisation of
markets permits full exploitation of economies of scale.

Specialisation within individual industries which has marked
the growth of industrial output and trade in the most developed
countries over the past 20 years will extend to the Third World
and to some extent to the Eastern countries.

Competition between the most developed countries both as
to technology and the internal productive system will no doubt
intensify in an effort to control the development of the new
international division of labour.

State intervention (direct or indirect) in internationalisation of

production, in commercial competition and in the consequences
of these processes on the social and economic management of
national productive systems will continue to increase.

To illustrate the diversity of the probable changes three
industries can be cited:

Electronics

During the next quarter of a century the electronics complex
will be the main pole around which the productive structures of
the advanced industrial societies will be reorganised because of
its links with information processing and telecommunications,
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with the introduction of automation throughout industry, with
the changes in service activities being brought about by
electronic office equipment and with the actual services which it
creates.

It may be supposed that, even if its rate of growth slows
down somewhat in the next decade, electronics will still grow
substantially faster than manufacturing industry as a
whole. Thus in a growth context such as that of Scenario A

(see page 25) the annual rate of growth of the electronics
industry worldwide up to the year 1990 might be of the order of
8 per cent compared with approximately 5 per cent for all of
manufacturing. This rate would be only slightly lower in
Scenario B2 or Scenario B1.

Three sub-sectors traditionally make up the industry: basic
components; capital goods for industry, services and govern¬
ment, and household appliances. The focus of innovation is

basic components and its associated software, but it is in the

capital goods sector that the electronics industry will have the
greatest impact. As to household goods, electronics will

change the design of existing products before developing new
generations of household goods.

At present, the consumption of electronic products is largely
concentrated in the developed countries. According to some
statistics, OECD countries accounted for 78 per cent of world

demand in 1970 and excluding the centrally planned economy
countries, the five main producers (United States, Japan,
Germany, France, United Kingdom) alone accounted for 81.4 per
cent of total demand in 1975. While it will tend gradually to
disappear, this dominance of the Northern markets is likely to be
maintained over the next 15 years.

This concentration of consumption is more than matched by
the concentration in production, the five main producers
accounting in 1975 for 85.5 per cent of total output.

1. TRENDS IN WORLD INDUSTRIAL

PRODUCTION, 1970-2000

(scenario : moderate growth)

Growth rate of

world value added

(1970-2000)
%

Regional distribution of
industrial value added - %

1970 2000

OECD

United States

Canada

3.4

2.3

2.9

68.5

30.3

2.7

50.5

16.5

1.8

Japan
EEC

Other countries

5.7

3.2

4.4

7.1

22.4

6.2

10.2

15.9

6.1

Eastern Europe* 5.6 19.3 23.2

China 7.3 4.2 9.6

Third World 7.1 7.7 16.7

Latin America 7.6 4.0 9.9

East and South

East Asia (6.5 >2.4 2.9

South Asia S S 1.5

North Africa/
Middle East 6.4 0.8 1.6

Black Africa 4.6 0.5 0.8

World 4.4 100.0 100.0

Including USSR

In future, production will be marked by:
a twofold integration - downstream by the designers and

producers of components, and upstream by the producers of
mechanical and electrical capital goods

competition between the United States, Japanese and
European firms.

The United States has an undeniable superiority in component
technology. Even allowing for the very ambitious Japanese
programme for the most highly-developed integrated circuits
(Very Large Scale Interferometry), American firms have conside¬
rable room for manoeuvre in view of their size and internationali¬
sation. One American firm alone has an R and D investment

plan comparable to the whole Japanese programme for
VLSI. As to the internationalisation of production (which
mainly affects the final, labour-intensive stages of production of
integrated circuits) it is enough to recall that in 1974 American
firms employed 72 per cent of all employees of multinational
firms in the semi-conductor sector in the developing countries
- far more than Japan and Europe.

Japan is undoubtedly the country with the most consistent
medium- and long-term programme for industrial electronics,
ranging from components through automated control systems
to capital goods. The Japanese Government has undertaken to

provide approximately 30 billion yen over the years 1976 to 1979
to finance the design programme of VLSI for applications in
information processing.

For Western Europe as a whole the prospects appear less
favourable, varying widely from country to country. The
following scenario seems a fairly likely one:

The European position strengthens in the production of
components or straightforward integrated circuits. This does
not exclude, for certain countries, the continuance of some
dependence on American technology.

The European firms make a limited penetration in some very
specialised high-technology electronics equipment which might
be based on participation in medium-sized American firms.

Germany consolidates its position becoming the only Euro¬
pean country able to develop industrial electronics on all fronts,
from the raw materials for components to automated produc¬
tion equipment.

Technological competition between the main producing
countries will largely determine in what way and to what extent
the Third World will be integrated into the production of and
trade in components and household goods. There would be
three locational tendencies: first activities requiring high techno¬
logical capacity for which production processes can be largely
automated would increasingly be concentrated in the most
developed countries; secondly, straightforward products or
activities involving high manpower costs would be transferred as

in the past to new areas in the Third World (the Philippines,
Malaysia, the Caribbean) and third, a more or less independent
development of production capacity and even design of mass
consumption products in the intermediate countries which

already have a domestic market and some technological
capacity (Korea, Taiwan, Brazil, Mexico, India).

The Automotive Industry

In the eight main car-producing countries - United States,
Japan, Germany, France, the United Kingdom, Italy, Canada and
Sweden - this industry accounts for a substantial part of total
industrial production, value added and investment.

Over the next quarter of a century, the automotive industry in
the developed countries will undergo an upheaval. Despite
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2. TOTAL DEMAND FOR PASSENGER CARS

Number Percent Number Percent

(thou age of (thou age of
Region sands) world sands) world

1974 demand 2000 demand

North America 1 1,273 41.0 13,500 23.7

Western Europe 9,498 34.6 14,900 26.1

Japan 2,670 9.7 4,400 7.7

World 21 All 100.0 57,000 100.0

increases in production and, even if private cars remain a
favoured means of transport, it may be difficult to maintain
direct or indirect employment at present levels.

In the developed OECD countries the stock of passenger cars
is gradually approaching a saturation point. The level differs
depending on such factors as population density, attitudes
towards cars, availability of other means of transport and
government policies. The range is likely to be from 500-600
vehicles per 1,000 people in the United States to 400 in Western
Europe and 300 in Japan. As a result the rate of growth of
demand will gradually fall until it becomes practically nil towards
the end of the century in North America, Japan and
Europe. From 1990 on, replacement demand will account for
85 per cent of the total demand of all these countries.

The situation is more complex for commercial vehicles, the
demand for which depends on the level of economic activity, the
regional and sectorial structure of the economy, the existing
infrastructure, and the regulations in force, but in any event, the
change in content of national income (even in Scenarios A and B)
and the slowdown in growth will have unfavourable effects on
demand for these vehicles in the developed countries.

How might the car-producer groups respond to these
changes? Their adjustment strategies will involve a gradual
transfer of production to regions in which demand is growing
faster; a search for new technologies adapted to new
regulations or new user attitudes; greater efforts to improve
productivity; gradual diversification of activities.

These factors combined with quantitative changes in demand

will bring about a complete relocation of the automotive
industry, 85 per cent of world production being at present
located in North America, in the EEC and Japan. Considerable

changes will occur owing to the effect of three factors: the
geographical changes in demand, the increasing variety of
product lines adapted to the different markets and the changes
in comparative advantage. The changes will occur gradually.
At the first stage a low income country will cover the whole of
its demand by imports. At the second stage a local assembly
plant will be built (this is the situation in most developing
countries at the present time). At the third stage the local
content of production will increase steeply; the domestic market
will mainly be covered by domestic production; exports will
develop (this is now the case in Brazil, Mexico, Spain and certain
East European countries). At the fourth stage, that of maximum
growth, they may even exceed domestic deliveries. At the fifth
and final stage, the country may again become a net importer of
autos specialising instead in more advanced technology and
activities requiring highly skilled workers.

Owing to rapidly increasing domestic demand, import
substitution and export promotion by governments, the
automative industry in Latin America - mainly Brazil, Mexico

and Argentina - should expand considerably and in 1990
account for almost 10 per cent of worldwide production.

In Asia, with the exception of India which produced 0.2 per
cent of world demand in 1976, the most spectacular develop¬

ment is expected in Southern Korea and the Middle East. In the
Middle East it is anticipated that in 1985 local production will
cover 35 per cent of demand compared with an insignificant
percentage in 1975. The share of North America, the EEC and
Japan at the end of the century might well be only from 65 to 70
per cent of world production.

This short survey indicates the extent of the future problems:
a possible reduction of employment in the developed countries,
especially within the EEC, more intensive competition between
Japanese, European and American producers, transformation of
producing groups into genuine multinational corporations.

The Chemical Industry

Another sector which with the auto industry has been a focal

point of past growth is the chemical industry ; it more than
doubled its world output between 1965 and 1975. Its main
features are well known: a high degree of innovation, a varied
range of interdependent products, a small number of multinatio¬
nal firms (at least those dealing with raw materials), an output of
$ 440 billion in 1976 mainly concentrated in the OECD area, sales
which flow through the whole of the economy (especially the
chemical industry itself, textiles and clothing, construction,
electrical and electronic equipment, services, agro-food business
metals, and printing and publishing).

Although the chemical industry's capacity for innovation is far
from exhausted, there are signs of slower growth in the
developed countries' markets for many of its products. It will
thus play a less decisive part in the economic development of
those countries in future than it has done over the last

30 years. As it approaches maturity, its growth rate will come
closer to the average for industry as a whole. In the other
geographical areas, on the contrary, it will be at the centre of
many investment projects.

Initially the Third World's share is a small one. In 1974, Latin
America took 4.71 per cent of world production (excluding
China) of the main finished products of the petrochemical

industry, Africa 1.81 per cent and Asia 5.08 per cent of total
consumption. A UNIDO scenario, in which the assumptions are
not very different from those of Interfutures' Scenario B2,
foresees a growth in consumption of 5.2 per cent a year
compared with 3.5 per cent for the industrialised countries - a
very significant growth. As for pharmaceuticals, there is no
need to stress the considerable size of potential demand from

the developing countries.

Because of raw materials, energy and the environment, costs
in the chemical industry will increase, but likely innovations make
the prospects especially bright in fields such as research on
synthetic materials, the chemistry of natural substances and
technologies at the interface between chemistry and biology.

The trends outlined will lead to changes in the structure of the

industry.

In Western Europe the petrochemical industry is at present
the main producer and the main exporter in comparison with the
other areas of the world. Mainly concentrated in the EEC, its

position will become vulnerable to competition from East
European countries, from European countries outside the
Community, and from developing countries. The substantial
reduction in investment in petrochemicals will be aggravated by
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The electronics complex will be the major pole for reorganisation
of the productive structures of the advanced industrial countries
in the next twenty-five years. (Above). Electronic "chips "sup¬
ported and connected by a copper-coated film. (Right) A com¬
puterised radar screen for air traffic control.

present overcapacity and the slowdown in demand and it is not

impossible that producers' cartels and protectionist barriers may
appear.

The situation is quite different for fine chemicals: the German,
Swiss, and to a lesser extent, British firms, are in a strong
position on the international market, and are likely to continue
their penetration of the markets of the developed countries, in
the main by investing in the United States.

In the United States a balanced growth of supply and demand
for chemicals might continue thanks to the large domestic
market. The comparative advantage enjoyed by firms in the
price of raw materials is likely to be gradually reduced as a result
of government energy policies.

The American companies are in a strong position in fields
such as detergents and in some sub-sectors of fine chemicals

(light-sensitive materials, additives, pharmaceuticals); in the
development of new materials they will benefit from the spinoff

of efforts in electronics, space, energy and defense. They are
likely to continue to move out of geographical areas and markets
where they are in a position of weakness in order to concentrate

on products and technologies where they can win and keep a
large market.

In Japan, the petrochemical sector has grown much faster in
the past than the economy as a whole (output of ethylene
increased at an annual rate of some 21 per cent from 1965 to
1974). In future this sector will not experience such rapid
expansion but rather will follow the growth rate of the overall
economy. Japan's petrochemical industry may come to
operate on an international scale, mainly by taking part in joint
operations with the oil-producing countries.

At the same time Japan will develop fine chemicals, a field in

which the Japanese firms already have real advantages
(fermentation technology, light-sensitive materials) so as to
increase its market shares in the specialised sectors. It will
increase its efforts to diversify in fields such as cosmetics, health
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Chemicals one of the driving forces of post-war industrial
growth, is on the threshold of momentous changes. (Below) An
enzyme -producing laboratory in Denmark.

products, medical equipment and biological technology.

In East Europe, the chemical industry will become an
important sector in the USSR, East Germany, Poland and
Romania. With the help of Western technology, large-scale
investment will be made in sectors such as basic petrochemi¬

cals, plastics, fibres, pesticides and dyestuffs.

In the Third World, expansion in the petrochemical sector will

continue in line with the growth of markets for petrochemical
derivatives (in Brazil, Mexico, Argentina, Iran, China, India and
Indonesia). Growing at times more rapidly than domestic
demand, the sector will produce a surplus which the internatio¬
nal market will have to absorb. It may thus be expected that

these countries will acquire significant market shares in such

areas as nitrogenous fertilizers, methanol, aromatics, fibres, the
common plastics, and so on.

At the same time the tendency towards vertical integration

will continue in sectors which use domestically-produced raw

materials (oil, natural gas, phosphates, titanium and fluorine ores

3. CONSUMPTION OF CHEMICALS IN 1990

(million tonnes)

Ethylene

West Europe

East Europe*
USA

Japan

Plastics

West Europe

East Europe*
USA

Japan

Celluloses fibres

West Europe

East Europe*
USA

Japan

Non-cellulose fibres

West Europe

East Europe*
USA

Japan

Synthetic Rubber

West Europe

East Europe*
USA

Japan

Nitrogenous fertilizers

West Europe

East Europe*
USA

Japan

Soaps and detergents

West Europe

East Europe*
USA

Japan

Paints and varnishes

West Europe

East Europe*
USA

Japan

1976

10.4

2.4

10.2

3.8

15.8

6.0

12.2

4.9

1990

Moderate

growth

0.64

1.20

0.38

0.23

2.0

1.0

2.6

1.2

1.8

2.1

2.2

0.7

8.7

1 1.9

9.6

0.7

5.9

2.5

6.0

n.a.

4.7

4.4

4.4

1.4

20.0

9.0

17.3

7.7

32.0

15.0

22.0

12.0

0.30

1.30

0.14

0.11

3.5

2.5

3.6

n.a.

2.1

n.a.

2.2

0.9

12.0

21.0

16.0

0.7

9.7

3.9

9.1

n.a.

7.8

n.a.

5.9

2.7

Strong

growth

22.0

10.0

18.5

8.3

37.0

17.0

26.0

14.0

0.68

1.60

0.27

0.26

4.1

2.8

4.0

n.a.

2.7

n.a.

2.6

1.1

15.0

23.0

17.5

0.9

10.4

4.5

9.8

n.a.

8.3

n.a.

6.2

2.9

* Including USSR.

etc.) with the twofold purpose of exploiting resources and

increasing industrialisation.

In both cases, however, account has to be taken of

profitability, and this will slow down development compared
with forecasts based solely on the major chemical projects now

under study.

Chemical manufacturers in the developed countries will adapt

to the new context with the help of technology, by developing

fine chemicals and by more joint ventures with firms in the Third

World, but the industry is not likely to expand its labour force in

the developed countries during the next decade.
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THE MANAGEMENT

OF INTERDEPENDENCE

WHAT conclusions can be drawn from the global and
sectoral analyses about how interdependence can be
managed?

First there will be, from now on, a constant overlapping of
national and international problems. For example, most indus¬
trialised countries and many developing countries have become
dependent on raw material imports and could not maintain their
present economic structures from their own natural resour¬

ces. Few people are prepared to accept the reduction in
material welfare which would follow from a reversal of the

present degree of interdependence. Consequently, it is essen¬
tial to resolve the difficulties which arise from the conjunction of
that interdependence and the endurance of the nation states.

This requires a new dimension to international cooperation.

Yet governments in democratic countries will find it

increasingly difficult to cooperate at the international level in

preparing the policies implied because of the conflicting
pressures within their own countries.

Two fundamental questions arise from the analysis. The
first one is about prospects. To what extent is the probable
future path of development unstable and likely to give rise to
dangerous breakdowns? The second is about policies. How in
the context of interdependence can cooperation between
governments be strengthened, procedures for settling disputes
be improved, and thus conflicts at the international level at least

be contained within bearable limits?

Prospects

As far as the developed countries are concerned, the major
threats to a stable long-term development are of a fundamen¬
tally political character. Several types of breakdown can be

envisaged. At one extreme, there is the danger of a decline in
democracy with the State becoming stronger in order to
negotiate with other governments and to arbitrate between the

social groups to make structural adjustments acceptable. At
the other extreme, there may be a more rapid movement
towards new values, with the State being increasingly challen¬
ged internally. If, however, the internal changes are too rapid
for the international context, there will paradoxically be internal
demands that the State strictly control external relations to allow
original forms of social organisation to flourish.

Moderate rates of growth in the OECD countries would make
the problem of energy supplies less acute, but do not exclude

the possibility of a breakdown originating in this sec¬
tor. Inadequate investment by the OPEC countries to increase

extraction capacity and weak policies within OECD in regard to
nuclear energy, coal, and energy conservation, could lead to an

intense inflationary recession. This would slow down growth
still further, increase the risk of social disturbances and lead in

some developed countries to one of the forms of political
breakdown mentioned above.

The sources of instability are no less great in the Third
World. They exist in certain oil producing countries where the
pursuit of rapid economic growth with an unequal income dis-
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tribution threatens the social structures, and where governments
may have to face difficult choices in the post-oil era. They are
apparent in the countries in the process of industrialisation,
which may be confronted with the protectionism of the already
industrialised countries. These newly industrialising countries
may oscillate between the search for a new international order,
and integration into the present world econorrvc system.

The sources of instability are to a certain extent also present
in the poorest countries, whose problems are difficult to solve,
and where social and economic stability will remain fragile.

Some Policy Principles

Even if it is not entirely in the power of governments, and still
less in the sole power of Western developed countries, the latter
can act to improve the likely course of events and reduce the risk

of breakdowns. They can do this through changes in domestic
policies and particularly through renewed and strengthened
international cooperation. Five dimensions of great importance
in this context are identified by Interfutures.

Priority will have to be given to certain key issues. But many
of these important issues are imbedded in a matrix of problems
and cannot be treated separately. North-South relations is one
such issue; it cannot be considered in isolation from the

management of natural resources, trade policies and structural
adjustment in industry, coordination of short-term economic

policies and questions related to the international monetary
system. These are the key fields in which cooperation is both
necessary and potentially attainable.

There must be a certain minimum of consensus about

guidelines for action. It is essential that each country, in
conducting its own affairs, take into consideration the disecono¬

mies it imposes on others through inadequate national
policies. But in many key areas this principle appears to have
been observed only rarely in the recent past: structural
adjustment and energy policies are only two examples.

Governments ought to aim at strengthening the market
mechanisms by trying to eliminate their imperfections, to
improve their functioning and to complement them where they
are ill-adapted. But such changes at national level must not
lead to bureaucratic management at international level.

Some institutional changes are indispensable. The renewal of
international cooperation cannot be dissociated from institutio¬
nal efforts both at the national and at the international

level. The governments of the developed countries will be
obliged to adapt their national institutions in order to strengthen
the links between national and international policies. Action is
also needed to make the intergovernmental institutions less

bureaucratic, more imaginative and more efficient. Finally, in
both national and international institutions, there is the necessity
for more effective insertion of long-term aspects into current
policies and for greater acceptance of the multi-dimensionality
of global and sectoral interdependence.

The political will for international cooperation must be
developed. This implies more sharing of responsibilities among
the main developed countries on the one hand, and between



OECD countries and the major developing countries on the
other. However, in the democratic countries the precondition

is that the majority of citizens become aware of the problems of
the future and understand that greater decentralisation within
countries is not in any way incompatible with greater

intergovernmental collaboration.

Long-Term Relationships

...between OECD Countries

Are the economies of the advanced industrial societies going

to become increasingly incompatible with each other? Until

recently in the context of freedom of trade, the drawing together
of life styles and fixed exchange rates, management of growth
was compatible with both balance of payments equilibrium and

nearly full employment. But over the last few years divergen¬
cies have become apparent which are likely to make the OECD

countries more heterogeneous from now on and perhaps

increasingly so. In terms of values for example, it is probable
that certain countries will decide against nuclear power while

others actively pursue their programmes. In the trade-offs

between the new type of growth and more traditional growth,

there may be distortions between the price systems desired at
national level and the international price system, and some

countries may be led to adopt protectionist policies in their

foreign trade.

The diversity in macro-economic constraints between OECD
countries is already evident. The general growth of the Sixties
concealed appreciable structural differences between OECD
countries, and when the system of fixed exchange rates broke
down and the oil crisis struck, these differences led to very

divergent macro-economic trends between 1974 and 1978; the
slowdown was more pronounced in some countries than in

others and reactions in terms of prices, exchange rates and trade

balances were different to say the least. In the countries with

resilient export structures - Germany and Japan - the effect
of counter-inflationary action on real incomes was offset by a

fall in import costs because of appreciating currencies. In

countries with weaker export structures and high elasticity of

imports in relation to GDP, the floating exchange rate system
put heavier pressures on the national currency and aggravated

inflation before greater competitiveness could make itself
felt. Short-term capital movements also increased balance of

payments fragility. The United Kingdom is a case in point.

Whether the countries of OECD can evolve in a harmonious

way depends on the strategies adopted by individual govern¬
ments. Interfutures outlines three extreme strategies:

Absolute priority for economic growth and structural adap¬
tation.

An essentially defensive strategy designed to cushion the
social repercussions of the international economic situation.

A strategy aimed at accelerating the evolution of the economy
and of society in accordance with new values.

However, each of these three strategies is found to carry

grave potential dangers.

The first runs the danger that inequalities may become more
pronounced: the unemployed and the "growth" outcasts (ethnic
minorities, the urban poor, those in declining regions) would be
excluded from the benefits of economic progress.

The second carries the danger of sclerosis, withdrawal and
rejection of a positive response to the challenges of the future.

And the third course risks exacerbating disagreements

between groups voicing different demands.

Probably then the best approach would be to combine
policies deriving from the three strategies. Exactly how this is
done will depend on what emerges from debate within each
country. Interfutures sets forth some guidelines for that
debate:

Restore, as much as possible, economic growth in the

developed countries and clearly acknowledge that its continua¬
tion constitutes a legitimate aim: it conforms to the aspirations

of a large proportion of the population; it is not likely to
encounter physical limits; it is not likely to compromise the

development of the Third World.

Accept the need to adapt and attack the rigidities. Where
they result from the pursuit of social goals, investigate how they
could be achieved without generating perverse ef¬
fects. (Interfutures notes an "amazing" lack of analysis of the

indirect effects of government measures.)
Reject conditions which lead to excluding certain groups from

growth and regard the participation of all individuals in the
process of economic and social development as even more
important than income distribution.

Give temporary status to all measures designed to make
structural adaptation socially tolerable.

Be receptive to the demands of the groups likely to shape the
future especially when they appear to have a reasonable chance
of being progressively adopted by the middle majority; facilitate
decentralisation and participation; encourage experiments in the

organisation of society.
Contribute towards building a system of cooperation between

countries that will increase the chances of success of the other

policies.

To succeed, these policies need public support. But the

public is disoriented by inflation and unemployment, by the
questioning of values and by the complexity of the world
economy. The more that OECD governments can lead the
public to share a constructive vision of the future, the greater will
be their ability to implement sets of consistent long-term
policies.

...between OECD and the Third World

Although the inevitability and desirability of the growth in
interdependence between North and South is evident, there are

incompatibilities between the long-term and short-term inte¬

rests of OECD countries in relation to the developing world and

differences in the degree of incompatibility from one country to
another. There are many examples of this divergence.

Sales of labour-saving capital goods which are encouraged in
order to increase exports in the short-term ultimately have

consequences for employment in the developed countries. If

the industrialising countries' integration into the world economy
is slowed down to preserve OECD employment in the short-

term, it may be at the expense of better economic and political

equilibrium in the future.

Increased aid may bring greater long-term economic and po
litical stability to recipient developing countries and consequen¬

tly to the OECD area but may imply short-term reductions in
investment or some other form of government expenditure.
There are considerable differences between OECD countries

in the short-term benefits from increased aid.

In the short term, LDCs regional integration schemes will have
an unfavourable impact on some OECD trade, particularly that of
countries hit by the reallocation of industrial activities on the
world scale.

In the event of a lasting deficit in oil supplies, trade-offs will
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have to be made between the OECD's needs and those of the

non-oil-producing developing countries.

In these circumstances, it is not sufficient for the developed

countries to accept only those proposals of developing countries
which carry no short-term penalties. They will have to prepare
active and global strategies so as to influence and not merely
react to the long-term pattern of relations with the Third
World. While still maintaining the flexibility imposed by short-
term considerations, they will have to base these strategies on

an analysis of their probable long-term effects.

The underlying principles of these strategies could be:

Removal of rules and practices which impede equality of
economic opportunity within and between nations.

Priority to new arrangements whose provisions are of mutual
advantage to the different groups of countries concerned.

Avoidance of generalisations on a world scale when these are
incompatible with the differences of situation between coun¬
tries.

Recognition that the changes will not be confined to short-
term financial concessions but will imply structural changes over

a long period, with successive stages in the negotiations.
A simultaneous attempt to make headway on certain global

issues by international negotiation and on others through
regional or bilateral negotiations. The former should focus on
questions of general resource management, strategic food
reserves, international trade and finance, whilst the latter should
address the more specific problems of particular countries or

regions.

Thus the industrialising countries, the "middle class" of the
Third World, need to be accepted as economic partners on an

equal footing, so that they can obtain a steady increase in their
exports, diversify their economies and play a greater role in the
management of the world economy.

The OPEC countries need to construct a sound economic

base for their post-petroleum period and it is in the general
interest of the OECD to cooperate in this task. Until a mutually
acceptable basis for this cooperation can be found, the OECD
countries are likely to be faced by irregular oil supplies and the
OPEC countries affected by irregular oil markets, imported

inflation, reserve currency problems, etc.

The inevitably poor savings ratios of most countries in South
Asia and Sub-Saharan Africa and a few others in Latin America

and South East Asia underline the need for aid flows to increase

and to be concentrated on these countries. Priority should be

given to assisting them to develop their agriculture and to
maintain a suitable balance between the agricultural, industrial
and service sectors. The most effective approach for this may

be for the OECD countries to assist specific regions to elaborate

long-term development plans and cooperate in their implemen¬
tation. This may require changes in OECD development
cooperation policies, because such plans need aid commitments
for periods of 10 to 15 years and contributions to recurrent
expenditure during the early years when the development
projects are not self-financing.

In examining these underlying principles for long-term OECD
strategies, it would be wrong to lose sight of the need for new
OECD initiatives towards more harmonious development to be

paralleled by a greater awareness in Third World countries of
their obligations. The latter include taking appropriate step's
now to implement consistent development strategies, to
progressively improve the situation for all of their people rather
than just the top 10-25 per cent, and to take account of the
effect of their internal policies on the world economy.
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