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]

1 Recent trends in OECD manufacturing
1 State of Play in China

I Management strategies to respond to global
manufacturing challenge



OECD Manufacturing: History
.

1 Structural change

Figure 1. Share of main activities in employment, selected OECD economies, 1700-2002, in %
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OECD Manufacturing over 3 Decades:
Declining % of Total Employment

Figure 2. Share of manufacturing in total employment, G7 countries, 1970-2003, in %
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OECD: Manufacturing Employment
S

Figure 3. Share of manufacturing in total employment, 1970, 1985 and 2003"
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OECD: Different sectors have fared

di

fferently
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Figure 5. Manufacturing employment by key activity, G7 countries, 1970-2001, million workers
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OECD: High technology employment
not necessarily safe

Figure 6. Growth of OECD" manufacturing employment by technology intensity
Average annual growth rates, in %
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Value adding has grown for much of
last 35 years

Figure 7. Index of manufacturing value added, G7 countries, 1970-2003
Volume index (based on constant prices), 1980=100"
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But share of Total Value Added has
fallen across OECD (price effects)

Figure 8. Share of manufacturing value added in total economy, 1980-2003"
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Export Growth in Goods
-

Figure 1 7. Growth of OECD countries exxport rmmarket
shares in goods bbetween 1995 anmnd 2003
Current prices
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Trade linkages growing
S
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Production chains are increasingly
Integrated

Production chains become more international

Per cent
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Global capital flows (especially ‘liquid’ asset
movements) growing rapidly

Figure I11.4. Global capital flows are rising much faster than GDP 2
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In Sum
]

I Manufacturing employment as a % of total
employment is, generally, falling

I Employment performance varies by manufacturing
sector

1 High technology sectors are not necessarily
safeguarded against job loss

I Manufacturing’s value-add is growing, but
proportionally less than other sectors of the economy



In Sum contd.
1

Manufacturing employment in non-OECD economies
may not have grown (and may have fallen — Braazil,
China, Russia)

Non-OECD economies seeing productivity growth

Trade linkages growing, goods will increasingly
cross borders

Value chains increasingly important
Global capital flows growing




In Sum contd.
1

And (not In previous tables):

I Demand for manufactured goods remains
high

1 Manufacturing production growing

I Manufacturing trade growing faster than
production growth (esp. in high tech)



The Regional Dimension: Asia Pacific
GDP Changes

Figure 14.1 Index of change in GDP in the regions of the world, 1990-2006
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Asia Pacific: value-added by sector by
region

Figure 14.6 Value added by sector for the regions of
the world, 2006
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Merchandise Exports: Asia Pacific
.

Figure 20,1 Index of merchandise exXports in selected
Asian and Pacific coumtries/areas and counmtry/area
aroupings, 2000-2006
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Merchandise Imports: Asia Pacific

Figure 20.2 Index of merchandise imports in selected
Asian and Pacific countriesfareas and coumtryarea

groupings, 2000-2006
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China today (World Bank):
-



Growth moderating
-
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Investment Is slowing down
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External trade
1
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Processing trade weakening
-
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Normal trade holding up
.
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Wages increasing
-
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Challenges facing Chinese Economy
S

1 World Bank identifies three key challenges:

1 Prospective slowdown in economy (but still 8%+ growth
for 2008

1 The threat of inflation (food and raw material prices)
1 Balance of payment surpluses and speculative inflows

1 Tothese, add:

1 Possible threat to competitiveness from rising wages
and other cost pressures

1 Labour market disruption



One conclusion

“Firms based in China are benefiting from a
good investment climate and infrastructure;
iIncreasingly broad supply chains; a rapid
expansion of industry, with many firms
reaping economies of scale; and a deep
labour pool. These factors should underpin
competitiveness”






