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Foreword

ACH YEAR, Global Economic Prospects

explores critical “here and now” eco-

nomic developments that are relevant to
low- and middle-income countries. Past edi-
tions have examined the economic implica-
tions of international and regional trade liber-
alization, and migration and remittances. Last
year’s report looked at the recent acceleration
in growth among developing countries and its
sustainability over the longer term.

This year we take a closer look at technol-
ogy, a critical determinant of sustainable
growth and poverty reduction. We do so by
directly measuring the extent to which coun-
tries use technological inputs (including scien-
tific technologies embodied in goods and
services and business processes) and produce
technological outputs. The report also exam-
ines trends in the major channels through
which technology is transmitted internation-
ally, and in the country-specific factors that de-
termine how well it is absorbed domestically.

Encouragingly, this Global Economic
Prospects finds that, since the early 1990s,
technological progress in both low- and
middle-income countries has increased more
rapidly than in high-income countries. As a re-
sult, the level of technology used in developing
countries is catching up with high-income
countries. However, the technology gap be-
tween them remains wide. Globalization has
underpinned much of the recent progress by
exposing developing countries to foreign tech-
nology through imports of high-tech consump-
tion, intermediate and capital goods. Countries

have also benefited from rising levels of foreign
direct investment that often brings with it
knowledge of important process technologies
and foreign markets. Finally, highly skilled in-
ternational diasporas are exposing developing
countries to technology, both through the
trade and marketing contacts that they provide
to their countrymen and through the return of
former émigrés.

Unfortunately, progress in improving the
capacity of developing countries to absorb
and make use of those technologies through-
out their economies has been much weaker.
Whether technological progress in developing
countries will continue to outpace high-
income countries will depend on the improve-
ments in this regard. The main impediments to
further progress is not access to technologies,
but the weakness of domestic skills and com-
petencies, which prevents many developing
countries from exploiting these technologies,
and rigidities in the regulatory environment
that prevent innovative firms from being cre-
ated and expanding. The diffusion of tech-
nologies within countries is often slow, which
means that although some firms may have
technologically sophisticated operations, most
do not. Moreover, most of the population and
most firms operate in a low-tech environment.
As a result, despite having technologically
sophisticated cities and world-class firms, the
economy-wide level of technological achieve-
ment in countries like China and India is not
very different from that in other countries at
similar levels of development.
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FOREWORD

This report suggests a number of policy di-
rections to bolster technology diffusion and
absorption within developing countries. First,
developing countries should safeguard the
principle of openness and actively strengthen
skills in the domestic population to ensure
that they are able to take advantage of future
opportunities. Second, to assist diffusion
throughout the economy, policy needs to rein-
force technological absorptive capacity at the
subnational and regional levels and to
strengthen dissemination channels within
countries, including the outreach, testing,
marketing, and dissemination activities of ap-
plied R&D agencies. Third, authorities should
ensure that publicly supplied technological
services and technology-enabling infrastruc-
ture are widely available, whether they are de-
livered directly by the state or by private firms.
Fourth, in low-income countries and in those

middle-income countries with uneven access
to quality secondary and tertiary schooling,
efforts should concentrate on raising the qual-
ity and quantity of schooling.

Finally, governments may need to intervene
directly to encourage the rapid diffusion of
technology and a domestic culture of “new-to-
the-market” innovation. However, caution is
required. Although direct interventions have
sometimes been associated with some impor-
tant technology successes, in many instances
they have not. Policies that have succeeded
have tended to make subsidies conditional on
performance and put in place high-quality and
independent-of-industry oversight systems.

Alan Gelb
Acting Senior Vice President and
Chief Economist

The World Bank

Xil



Acknowledgments

Andrew Burns was the lead author and manager of the report. The principal authors

of chapter 1 were Hans Timmer and Elliot (Mick) Riordan. Chapter 2 was written by
Andrew Burns and William Shaw, with written contributions from Antonio David, Yvan
Decreux, and Annette De Kleine. Chapter 3 was written by Andrew Burns and William Shaw
with written contributions from Dilek Aykut, Antonio David, Yvan Decreux, Annette De Kleine,
Mariem Malouche, Sanket Mohapatra, and Olga Sulla. Both Chapters 2 and 3 benefitted from
the expert research assistance of Taras Chernetsky, Shuo Tan, and Teng Jiang.

Several people contributed substantively to chapter 1. The Global Trends Team, under the
leadership of Hans Timmer, was responsible for the projections, with written contributions from
John Baffes, Paul Brenton, Maurizio Bussolo, Betty Dow, Teng Jiang, Annette De Kleine, Donald
Mitchell, Denis Medvedev, Gauresh Rajadhyaksha, Elliot (Mick) Riordan, Cristina Savescu,
Shane Streifel, and Dominique van der Mensbrugghe. The poverty numbers originated with
Shaohua Chen from the Development Research Group.

The accompanying online publication, Prospects for the Global Economy (PGE), was pro-
duced by a team led by Cristina Savescu and including Sarah Crow, Teng Jiang, Shunalini Sarkar,
and Jennifer Vito, with technical support from Gauresh Rajadhyaksha.

Martha Grotton edited the report, Nigar Farhad Aliyeva and Michael Paul managed the pub-
lication process, and Merrell Tuck managed the dissemination activities. Roula Yazigi provided
invaluable assistance with the design of some figures. Book production was coordinated by Mary
Fisk from the World Bank Office of the Publisher.

The report was produced under the guidance of Uri Dadush, Francois Bourguignon, and Alan
Gelb. Several reviewers offered extensive advice and comments throughout the conceptualization
and writing stages. These included Jean-Francois Arvis, Kevin Barnes, Vandana Chandra, Prof.
Carl Dahlman, Mark Dutz, Alan Gelb, Mary Hallward-Dreimeier, Daniel Lederman, Jeffrey
Lewis, William Maloney, Claudia Paz Sepulveda, and Alfred Watkins.

THIS REPORT WAS produced by staff from the World Bank’s Development Prospects Group.

xiil






Abbreviations

BACI

CAGR
CAT scan
CEPII

CIS
DAX
DJIA
DPT
DSL
EAF
EAP
ECA
EMBIG
EPO
EU
FDI
GDP
GNI
HIV/AIDS
ICB
[EA
IMF
1SO
LAC
LME
MENA

Banque Analytique de Commerce International (International Trade
Analytical Database)

compound annual growth rate
computerized axial tomography scan

Centre d’Etudes Prospectives et d’Informations Internationales (Institute
for Research on the International Economy)

Commonwealth of Independent States
Deutsche Aktien Exchange

Dow Jones Industrial Average
diphtheria, pertussis, and tetanus
digital subscriber ink

electric arc furnace

East Asia and the Pacific

Europe and Central Asia

Emerging Market Bond Index-G
European Patent Office

European Union

foreign direct investment

gross domestic product

gross national income

human immunodeficiency virus/acquired immune deficiency syndrome
International Crisis Behavior
International Energy Agency
International Monetary Fund
International Organization for Standardization
Latin America and the Caribbean
London Mercantile Exchange

Middle East and North Africa

XV



ABBREVIATIONS

MSCI
NASDAQ
OECD
OHF
OPEC

PC

PPP

R&D
SAR
SMEs
SSA

TFP
TOPIX
UN Comtrade
UNCTAD
UNDP
UNESCO
UNIDO
USPTO
WTO

Morgan-Stanley Composite Index

National Association of Securities Dealers Automated Quotations
Organisation for Economic Co-operation and Development

open hearth furnace

Organization of the Petroleum Exporting Countries

personal computer

purchasing power parity

research and development

South Asia region

small and medium enterprises

Sub-Saharan Africa

total factor productivity

Tokyo Stock Price Index

United Nations Comtrade database

United Nations Conference on Trade and Development

United Nations Development Programme

United Nations Educational, Scientific, and Cultural Organization
United Nations Industrial Development Organization

U.S. Patent and Trademark Office

World Trade Organization

XVi





