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ExplainSpeaking | Why 2020-2030 has the
makings of a lost decade for the global
economy

A new World Bank report states that global average potential GDP growth rate—the theoretical growth
rate an economy can sustain over the medium term without risking excess inflation—is expected to fall
to a three-decade low of 2.2% a year between now and 2030.
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According to the World Bank, if all countries make a strong push, potential global GDP growth can be
boosted by 0.7 percentage point. (AP/File)

Listen to this article
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ExplainSpeaking-Economy is a weekly newsletter by Udit Misra, delivered in
your inbox every Monday morning. Click here to subscribe

Dear Readers,

From the perspective of the global economy, the year 2023 started off on a mildly
optimistic note. As top policymakers and CEOs met in Davos, there was a sense that

the global economy might be able to dodge the chances of a recession in 2023. The
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ratcheted up the apprehensions of a recession.
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World Bank Group’s Chief Economist at the time, to assess the long-term growth

prospects of emerging market and developing economies (EMDEs).

While the World Bank came up with a preliminary study (titled “Slowdown in
Emerging Markets: Rough Patch or Prolonged Weakness?”), the latest publication
provides “a definitive answer” to the question. And the answer is: These economies

are in the midst of a prolonged period of weakness.

Look at the data for actual GDP growth and per capita GDP growth in the two tables
(A.1 and A.3) below. It shows a broad-based decline over the past two decades
whether a country belongs to EMDEs or the middle-income countries (MICs) or the

low-income countries (LICS).

TABLE A.1 Actual GDP growth (percent)

Country group Period Growth Country group Period Growth Country group Period Growth

EMDEs 2000-10 6.0 EMDEs 2000-09 5.9 EMDEs 2000-08 6.3
2011-21 4.4 2010-19 5.1 2011-19 49

2022-24 3.6 2022-24 3.6 2022-24 3.6

MICs 2000-10 6.3 MICs 2000-09 6.1 MICs 2000-08 6.5
2011-21 4.6 2010-19 5.3 2011-19 5.0

2022-24 3.6 2022-24 3.6 2022-24 3.6

LICs 2000-10 6.0 LICs 2000-09 5.9 LICs 2000-08 6.0
2011-21 4.8 2010-19 5.4 2011-19 5.2

2022-24 4.9 2022-24 4.9 2022-24 49

Source: World Bank. \\\ﬁ

Table A.1: Actual GDP growth of countries categorised by income (2000-2024)
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Table A.2: Per capita GDP growth of countries categorised by income (2000-2024) ADVERTISEMENT

The World Bank has looked at a whole set of fundamental drivers that determine
economic growth and found that all of them have been losing power. The six

charts below capture the weakness.
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All the fundamental drivers of output growth slowed in the past decade. Improvements in human
capital, the growth of the labor force, investment (including because of policy uncertainty) and total
factor productivity (including through factor reallocation) all decelerated. These drivers of growth are
expected to slow further in the remainder of the current decade.
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Not surprisingly then, the potential growth rate is expected to decelerate further
(see Table A.3).

TABLE A.3 Potential GDP growth (percent)

Country group Period Growth Country group Period Growth Country group Period Growth

Advanced
World 2000-10 3.5 economies 2000-10 2.2 EMDEs 2000-10 6.0
2011-21 2.6 2011-21 14 2011-21 5.0
2022-30 2.2 2022-24 1.2 2022-24 4.0
Source: World Bank. o

Table A.3: Potential GDP growth for advanced and emerging market and developing economies

What about India?

Even though India has also lost its growth momentum over the past two decades, it
is and will likely remain a global leader when it comes to growth rates. India falls
under the South Asia Region (SAR), which is expected to be fastest growing among
emerging market and developing economies (EMDES) for the remainder of this
decade. To be sure, India accounts for three-fourths of the SAR output. SAR includes

countries like Afghanistan, Pakistan, Sri Lanka, Nepal and Bangladesh etc.
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a drop of 4.5 percent in 2020. Output in the region is on track to grow by about 6.0
percent a year between 2022 and 2030, faster than the 2010s annual average of 5.5

percent and only moderately slower than growth in the 2000s,” states World Bank.

Also Read |Why February’s retail inflation matters for India’s growth
prospects

What can be done to boost potential global growth?

According to the World Bank, if all countries make a strong push, potential global
GDP growth can be boosted by 0.7 percentage point—to an annual average rate of
2.9%; this would be faster than the preceding decade (when the global economy
grew by 2.6%) but still slower than the first decade of 2000s (when the growth

clocked 3.5% per annum).
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