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STRUCTURAL CHANGE IN THE DEVELOPING COUNTRIES 

OF EAST AND SOUTHEAST ASIA 

I. Introduction 

lol The desperate need for structural change in the less developed 
countries is now widely accepted, both as an appropriate objective of 
economic and socia l development, and also as one of the principal means 
to such development. The long spell of classical economic theor,r which 
sancti one d the prevailing pattern of economy in these conntries, according 
to an extremely s t atic formulation of the principle of comparative advantage, 
has been broken, as the demands of deliberate policies of development have 
become clearer. The actual problem that remains for consideration is what 
sort of structural change the developing countries should aim for, and how 
best t hey can go about trying to achieve it as rapidly as possible. The 
present paper is an attempt to stuqy the past experience of the developing 
countr i e s of Eas t and Southeast Asia, and their future problems and prospects 
in thi s connection. , Before proceeding with the situation of this region 
itself., we might briefly cover some of the general aspects of the role of 
structural change in the process of economic and _social development . 

1.2 The process of economic development in a less-developed country 
generally starts off with a large part of the labour force engaged in, and 
a high proportion of the social product originating from, the agricultural 
sectoro This r eflects basically the low productivity of labour in general, 
and pa r t icularly in food pr oduction: when the individual producer is able -
to pr odu ce only a small surplus of food over the basic requirements of his 
family, only a small fraction of the labour force can be released for non­
agricultural occupations. As the productivity of labour in food production 
increases in the process of economic development, each producer is able to 
produce a l a r ge r surplus over his basic requirements. It then becomes possible 
for the ba sic requirements of the population to be met by a smaller agricul­
tura l l abour force. 

1.3 During this process, there is also an increase in per capita 
income which l eads to a change in the structure of aggregate demand, away 
from f ood and t owards various industrial products, according to Engel's law. 
This means that the consumption of food stuff will increase beyond the level 
of basic requirements, together with a change in food consumption patterns, 
but generally this increase in demand for food stuff will be less than pro­
portiona te to the growth in productivity. So the result is that there will 
be an increase in the demand for non-food products together with an increase 
in the pa rt of t he labour force available for non-agricultural occupation. 
In its simplest form, the task of organizing this surplus labour force to 
produce the rising demand for industrial products is the central problem of 
structural change. 
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alternative strategies is the extent to which a country has access to 
markets in the developed or in other developing countries, and the degree 
of optimism that policy maker s have in the future of trade.!( 

1. 7 1.rJe have so f.sn· been considering the problem of structural change 
largely as a matter of r esponse to the changing pattern of demand arising 
from a gro-vrth of income . _ \rJe should also consider the role of structural 
change itself as an aspect of gro1-rth. If -vre measure growth by productivity 
per labourer, then gro1.rth takes place as a result of capital accumulation 
and technological progress. A1 t hough these factors of gro\vth are generally 
listed s eparately, they are, of course, closely related in the sense that 
technological progress i s f a s ter , the more rapid the rate of capital accumu­
lation. For the present purpose, an important question is whether for any 
country with a given C.tiHO"lmt of resources, these growth processes occur faster 
in one s ector r ather than in another; and if so, what s ort of structural 
change is most effective in exploiting these differences. Some aspects of 
this ques tion are considered belo-~-r in the context of the East and Southeast 
Asian count ries. 

1.8 The role of -struct ural change in economi c development has been 
studied at great l ength in the l iterature. The present paper is mainly 
devoted t o a quantitative evaluation of this problem as it confronts the 
developing countries of Eas t and Southeast Asia (ESEA ). In· section II, 
the recent experience of structural change in the region is presented l-rith 
relevant s tatistica l da ta. I n section III an attempt is made to consider 
the prospects of the fu ture. 

1/ For the concept of t rade opt imism, see M· June Flanders, "Agriculture 
versus Industry i n Development Policy: The Planners' Dilemma Re­
examined" in the J ournal of Development Studies April 1969, pp. 171-189. 
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II. The Record of Structural Change in the ESEA Region 

The Countries of the Region 

2.1 The region of East and Southeast Asia (which is hereafter referred 
to as the ESEA region) covered by this study comprises the eleven developtng 
countries listed in Table 2.1 with their population and GDP data. It is 
unfortunate that the ·socialist countries of mainland China, Mongolia, North 
Korea and North Vietnam could not be included for lack of comparable data on 
which to base our analysis. Indonesia, with over 110 million inhabitants, 
by itself accounts for nearly 40 percent of the population of the region. 
Four countries - Burma, South Korea, the Philippines and Thailand - are of 
medium size by Asian standards. Four others - Cambodia, China (Taiwan), 
Malaysia, and South Vietnam -are small in this scale of national economies. 
Laos is a very small country, while Singapore is a city-state by itself. 

Table 2.1 Population and Gross Domestic Product 
of Eas t and Southeast Asian Countries 

Population 
(millions) 

1968 
estimated 

Annual Rate 
of Population 
Increase 
1963-67 

Per Capita 
GDP in US 

'1966 

Annual Rate 
of Growth 
Per Capita 

GDP 
(1960-67) 

Annual Rate 
of Growth of 
Total Real GDP 

1960-67 

Burma 26.4 · 2.1 / 62 
I 

Cambodia 6.6 2.2 127 

1.3 

2.~ 

7.1£/ China (Taiwan) 13.5 

Indonesia 112.8 

Korea 30.5 

Laos 

Malaysia (West) 

Philippines 

Singapore 

Thailand 

S. Vietnam 

~ gion 

2.8 

8.8 

35.9 

2.0 

33~7 

17.4 

290.4 

3.0 

2.4 

2.6 

2.4 

3.0 

3-5 

2.4 

3.1 

2.6 

a/ 1960-63 c/ 1960-66 

140 

97 

123 

71 

283 

250 

538 

134 

111 

132 

- 0.2 

4.9 

2.6!21 
1.6 

4.3 

d/ 2.7-

2.1 

2.2 

7.8 

5.8 

5.1 

7.6 

5.4 

b/ · GDP at market prices d/ GDP at market prices : 1960-66 
SOurce: UN Statistical Yearbook-1968: UN Yearbook of National Accounts Statistics 1968. 

I 
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2.2 The per capita GDP for the region as a whole increased at 2.1 
percent per annum during the sixties (1960-67); this appears to have been 
the average for all developing countries in this period. With average 
population growth in this region at 2.7 percent per annmn, the total GDP 
has been increasing at 4.8 percent per annum in this region. Behind this 
average, hoHever, there are two extreme positions. About half the population _ 
of the region lives in the five fast-growing countries of China (Taiwan), 
South Korea, Malaysia, the Philippines and Thailand; the per capita GDP for 
these countries increased at 3.3 percent per annum during the period 1960-67; 
these countries are jointly referred to as A-countries of the region in the 
discussion below. Another half of the population lives in the three slow­
growing countries of Burma, Cambodia and Indonesia; there was practically 
no gro1..rth of per capita GDP in these countries, though this result was pri­
marily due to the great weight of Indonesia, where per capita GDP declined . 
during the period; this group of countries is referred to as B-countries of 
the region - in most cases this refers to Burma and Indonesia, as data for 
Cambodia was not available in many cases. The other countries - Laos, 
Singapore, and South Vietnam - are excluded from this comparison because of 
various spectal ci~cumstances affecting each of them. 

2.3 The experience of countries in this region, therefore, illustrates 
both the case of slow gr~vth and of rapid growth. Many wr~ters have noticed 
this great contrast and have tried to offer explanations.!/ Some other dis­
tinctions may also be noticed from Table 2.1. While the slow-growing countries 
have a law per capita income, some of the fast-growing countries have relatively 
high incomes, such as Halaysia and the Philippines, while others have lower 
incomes. It is also interesting to note that the slow-growing countries also 
have slower rates of population growth, due most probably to high death-rates, 
rather than to reduced birth rates; i.e. these countries are in the earlier, 
rather than the late, phase of the so-called demographic transition. Con­
versely we also find that the fast-growing countries also have higher rates 
of population growth, though in some countries family planning methods have 
begun to lower birth-rates. The extreme case in this group is the Philippines, · 
where, although total GDP has grown at 5.1 percent per annum, · the grov~h of 
per capita GDP was reduced to 1.6 percent by the very high rate of population 
growth. 

2.4 In the rest of this chapter, we shall consider various aspects of 
economic structure and structural change in some detail. In doing this, we 
are at the mercy of the sort of statistical jnformation that is available, 
and the varying quality of such data. The data used is based largely on the 
various international standardized systems of data, especially those done 
under the U.N. auspices but even this leaves room for considerable variations 
in definitions and applications. We shall have to bear this in mind before 
drawing any strong conclusions from our analysis. 

1/ See, e.g. Hla Myint, "The Inward and Outward Looking Countries of 
Southeast Asia". The :tvralayan Ec onomic Review April 1967, pp. l·wl3. 
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The Structure of Production 

2.5 The structure of production in the countries of the ESEA region 
may be seen from Table 2.2 which shows the industrial origin of the GDP for 
the countries of this region, with some comparative figures for all developed 
and all developing countries. 

Table 2.2 Changing ComEosition of GDP bl Industrial Origin 
(percentages) 

Sector: Agriculture Industry Construction Transport etc • Trade Other Total 
(ISIC Code) (0) (l-3,5) (4) (7) (6) (2-4,8) (0-8) 

Countr;y: (Year L 

Burma: 1950 40 8 2 3 27 19 100 
1963 32 11 1 5 33 17 100 
l967 34 10 2 7 29 17 100 

Cambodia: 1960 45 11 4 2 19 18 100 
1963 41 12 6 2 21 18 100 
1966 41 12 5 2 23 17 100 

China (T) :1953 37 14 4 4 18 -23 100 
1963 26 24 4 5 15 26 100 
1967 24 25 4 6 15 27 100 

Indonesia: 19)8 53 14 2 4 11 17 100 
1963 54 11 2 2 18 12 100 
1967 49 14 1 2 20 14 100 

South Korea:1953 49 9 2 2 12 26 100 
1963 45 16 3 4 11 20 100 
1967 35 20 4 6 14 20 100 

w. }la.1ays ia :1960 38 16 3 4 16 24 100 
1963 32 18 5 4 16 26 100 
1966 28 21 4 3 16 27 100 

Philippines:1950 39 14 7 3 13 24 100 
1963 32 22 4 4 11 28 100 
1967 33 20 4 4 11 29 100 

Thailand: 1953 43 13 4 5 18 16 . 100 
1963 36 14 5 7 17 21 100 
1967 31 16 6 7 20 21 100 

S. Vietnam : 1960 34 12 2 5· 10 31 100 
1963 32 13 1 5 12 35 100 
1965 29 12 . - 1 . 5 11 37 100 

---------------------- ------~- -- --~~ -- -----~--
ESEf1 Regi on 1963 40 16 3 . 4 16 21 100 

A .lntries1963 35 19 . · 4 5 13 . 24 100 
B-Countries1963 51 11 2 - 2 21· 13 100 _________________________________ ._ __ .,.... _______ ._, 

All Developing: 33 23 4 S 14 21 100 
All Develo ed : 7 34 6 7 14 32 100 
Source : UN Yearboo o 

-------- ---·-----
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2.6 There is a marked difference between the A and the B countries 
of the r egion, the share of i ndustry in the former being nearly double that 
in the latter. Within the A group, also, there are great differences between 
China (Taiwan) and the Philippines with industrial sector shares over 22 per-=- -­
cent and the others with smaller such shares. The ESEA region as whole has 
a higher proportion of GDP originating in the agriculture and trade sectors, 
compared with all developing countries, and a lower proportion in industry. 
This is true even when only the A-countries of the region are considered. 

2.7 Table 2.2 also gives some idea of the rate at which structural change 
has been taking place in the countries of this region. A rough idea of the 
speed of this change can be seen from the calculations shown in Table 2.3 below. 
It can be seen that structural change has been generally most rapid in the 
fast-growing countries ; a significant exception is the case of the Philippines, 
where the rate of structural change seems to have been close to that of the slow-
growLng countries. It must be noted that, although the Philippines experienced ~ 
a gro-wth of total GDP at almost the same rate as the fast -growing countries of 
the region, it had a much slower growth of per capita GDP because of its high 
rate of population-growth. The case of Thailand is also noteworthy because 
the decline in the agriculture sector-share was made up mostly by the services 
sector, l;vhereas the growth of the industrial sector was more significant in 
other fas t gro~v-ing countries. 

Table 2.3 

Sector: 
Country/Period 

Burma (50-67) 

Cambodia ( 60-66 ) 

China (T) (53 -6 7) 

Indonesia (58-67 ) 

Korea (53-67) 

Malaysia (60-66 ) 

Philippines (50-67) 

Thailand (53 -67 ) 

S. Vietnam (60-6.5 ) 

. , 

Annual Change in Percentage Shares of Output 
of Maj or Economic Sectors 

Agriculture 

- 0.35 

- 0.67 

0.93 

0.44 

- 1.00 

1.67 

- 0.35 

- 0.86 

- 1.00 

Industry & 
Construction 

+ 0.12 

+ 0.33 

+ 0.79 

0.11 

+ 0.93 

+ 1.00 

+ 0.18 

+ 0.36 

- 0.20 

Services 

+ 0.23 

+ 0.33 

+ 0.14 

+ 0.55 

+ 0.07 

+ 0.67 

+ 0.17 

+ o.so 

+ 1.20 

------·-··---
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Pattern of I ndustrial Production 

2. 8 Becau~~ e of the key role of industrialization in bringing about . 
s t ructural change, it v10uld be useful to study the pattern of industrial 
production in some detail. Some recent data is summarized in Table 2 .L~ 

Table 2.4 Industrial 1963 
Percentages 

Industri- I.~es s Indus- E.S.E.A. Countries 
Industry Group alized trialized All "A" "B" 

(ISI C Code 2 h'"orld Countries Countries Cotmtries 

Hining (l) 8.6 6.4 21.7 13.8 13 .)4 15.6 

Food (2 0-22 ) 12 .6 11.0 17.6 33.2 30.0 37.7 
Textiles (23) 4.7 4.2 8.1 7.7 7.8 6.8 
Clothing (24) 4-.1 4.2 3.9 2.3 . 2.8 0.8 
Wood etc. (25-26 ) 3.7 J.S 3.2 3.9 4.8 2.3 
Printing etc . (28 - 30 ) 4.9 _5.8 4.6 9.4 6.4 14.3 
Miscellaneous (39) 3.3 3.6 2.0 0.9 0.9 1.0 

Sub-total : 33.3 32 .3 39.4 57.4 52.7 63.0 

?a per (27) 2.3 J.l 1.4 1.4 1.8 0.9 
Chemicals (Jl-32) 9.3 10.3 11.2 10.7 10.2 12.1 
Non-metals (33 ) 4.3 J.S J.5 4.0 4.1 J.4 
Base Metals (31-t ) 7.0 7.1 s.o 1.2 1.9 0.1 
Metal Produc ts (35-38 ) 30.2 31.5 12.6 7.6 10.2 4.0 

Sub-total: 53.1 ss.s 33.7 24.9 28.3 20 • .5 

Electricity & Gas 5.0 5.8 5.2 3.9 5.7 0.9 

Total: 100.0 100.0 100.0 100.0 100.0 100.0 

Source: UN "The Gro-,.vth of World Industryn 1967 edition. 

We see tha t food-processing is still the major type of industrial activity in 
the region, compared with the less-industrialized countries as a whole. This 
is true of both the 11 A11 and the "B" groups of countries of the region. When 
food indus tries are excluded, the region has about the same distribution of 
light and heavy industries as the less-industrialized broup of countries. 

2.9 The pattern of industrial production in the region may be studied 
in relation to population by cons~dering the per .capita value added in the · 
various i ndustries , for which data is shown in Table 2.,5. Here again we see 
t he great difference between the "A" and "B" countries of the region; and also 
the fact that industrial production in ·the region, and even in the "A" countries 
alone, is les s than in all less-industrialized countries as a whole. 
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Table 2. 5 Value Added per CaEita bz Major GrouEs of Indus -:.1 ·v· :1963 - . -
(u. s.$) 

Industria-Less Indus- E.S.E. A. Countr ies 
Industry Group J.ized tralized All "A" "B" 

(ISI C · Code ) Wor1d Countries Count ries Countries 

Mini ng (1 ) 20.3 37.5 7.5 2.5 3.5 2.1 

Food (20-22 ) 29. 3 59 .7 6.8 6.2 7.8 5.2 
Textiles ~23 ) 11 .7 24 .4 3.6 1.2 1.6 0.9 
Clothing 24 ) 9.5 23 .5 1.4 0.4 0.7 0.1 
Wood etc. 25-26) 8.5 20.0 1.1 0.7 1.3 0.4 
Printing etc (28-30 ) . 11.5 33 .8 1.7 1.8 1.8 2.0 
Miscellaneous (3 9 ) 7.9 20.4 0.7 0.2 0.2 0.1 

Sub-total 78.4 181 . 8 15.3 10 . .5 13 .4 8.7 

Paper (27 ) 5.6 18 .0 0.6 0 .3 0.4 0.2 
Chemicals (31-32) 21 . 7 59. 0 3.7 2.0 2.6 1s7 
Non-metals (33) 10.2 20 . .5 1 • .5 0 . 7 1.1 0.4 
Base metals (34) 16.0 39 .9 1 .5 0.2 0.4 
Metal Products (35-3 8 ) 71 .6 182 .s 4. 2 1.3 2 .5 0.6 

Sub-tqtal 12-.5. 1 319. 9 11.5 4 • .5 7.0 2.9 
Electricity & Gas 10.6 29 .7 lo 7 0.7 1.4 0.1 

Total: 234.4 568.9 36 .0 18 . 2 25 .3 13.8 

Source: UN nrrhe Growth of '~tJorld Indus try~' 1967 edit i on. 

Structure of Emplo:vment. 

2.10 
given in 

Some idmof the structure of employment i n the countries of 
Table 2.6, Hhich shows the industrial 

t he region is 
classification of the l abour f orce. 

Table 2.6 Industrial Classification of the Employed Labour Force . 
(Percentages) 

Sector: Industry & 
Countr A riculture Cons tru.ction Services Total 

Burma (19.53-.54 ) 63 10 27 100 

Cambodia (1962 ) 81 4 15 100 

China (T) (1956 ) 55 17 28 100 

Indonesia (1961 ) 72 8 20 100 

S.Korea (1967 ) 55 16 29 100 

W.Malaysia (1962 ) 54 11 35 100 

Philippines (1965 ) 58 15 27 100 

Thailand (1960 ) 82 4 14 100 

Source: (l) I.L.O.,"Yearbook of Labour Statis tics " 1968; (2) fo r Burma,R.M. 
Slmdrum, "Census Data on the Labour For ce and In-:,ome Distribution,l953-54 11 

Rangoon University Economics Research Pr oj ec t Paper No.18. 
, ........ . ··~·-:r··· .. T ... _.. 
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There is a general tendency for the fast growing countries to have a relatively 
lower proportion of the labor force in agriculture. The proportion of the· labour 
forc e in agriculture is higher than the corresponding fraction of the GDP originating 
in agriculture, consistent vrith the common tendency in the less-developed countr~i .. es 
for producti~.ty of labour in agriculture to be lower than in other sectors. Even 
taki.Ylg this into accm.mt, the case of Thailand is noteworthy in having such a high 
proportion of the labour force in agriculture. This is,of course, partly explained 
by the large agriculi:.ural export sector of Thailand. 

2.11 The nature of employment within industry is shown in some detail in Table 2. 7. 

Table 2.7 EmJ2loyment Eer 1000 Total PoEulation bl Major Industry GrouEs:l96l 
Industri- Less Industri- E.S.E.A. ~untries 

Industry Group alized ali zed All "An "B" 
_(]:SIC Code L \1orld countries Countries C untries 

Mining (l) h.2 6.2 1.9 1.5 2.5 1.0 

Food (20-22) 8.9 12.7 6.6 9-5 7.6 11.8 
Textiles (23) 9.5 9.3 9.5 6.1 4.5 7.6 
Clothing (24) 6ol 10.1 3.8 1.7 3.4 0.6 
Wood etc.(25-26) 4.8 7.2 3.5 2.1 3 .. 4 1.3 
Printing etc.(28-30 ) 3.2 7.2 1.) . 2.2 1.8 2.6 
Miscellaneous (39 ) 2.3 5.2 1.0 0.5 0.5 0.5 

Sub-Total 34 .~ 8 51.6' 26.0 22.1 21.2 24.4 

1er (27) 1.2 3.5 0.3 0.3 0.5 0.2 
G1 '.emicals (31--32) 3.2 6.7 1.3 1.2 1.6 1.0 
Non-metals (33) 4.0 4.8 2.9 1.1 1.4 1.0 
Base metals (34) J.3 7.4 0.8 0.2 0.4 
Meta l Products (35-38) 18.4 39.5 4.9 J.O 4.4 2.3 

Sub-Total 30.1 61.9 10.3 5.8 8.3 4.5 

Electricity & Gas 1.4 3.1 0.6 0.5 0.6 0.4 

Total: 70.5 122.8 38.8 29.9 32.6 30.3 

Source: 1JN n The Grm.rth of World Industry" 1967 edition. 

The proportion of the total population employed in these industries is very 
similar in the A and B countries of the region, and in this respect, the region as a 
whole is fairly close to the position of all less-industrialized countries. This is 
in fairly sharp contrast to the position regarding per capita value added in the 
various branches of industry,as shown in Table 2.5. These differences must,therefore , 
be due mainly to differences in the productivity of labour in the two groups of 
countries. Some comparative data about labour productivity are given in Table 2.8 
below,which shows the value added per employed person in the various branches of 
industry; this data is very interesting in 1showing such large differences in the 
productivity of labour in the same branch of industry in different countries. 
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Table 2.8 Value Added .per Employed Person by Major Groups _of Indust~:l963. 
(u s.$) 

Industria- Less Industri- E.S.E.A.Countries 
Industry Group lized ali zed All "A" "B" 

~ISIC Code~ World Countries Countries Countries 

Mining (l) 4870 6056 3857 1580 1341 2168 

Food (20-22 ) 3286 4697 1030 664 1035 44.2 
Textiles (23) i225 2609 379 233 418 123 
Clothing (24) 1553 2324 374 237 209 .163 
Wood etc.(25-26) 1758 2768 314 339 378 245 
Printing (28) 3928 5114 900 609 745 )86 
Leather (2 9) 2154 2972 792 563 1046 230 
Rubber (30) 3623 4667 1369 978 1121 925 
Miscellaneous (39) 3485 3896 686 367 420 317 

Paper (27) 4539 5220 1710 767 878 563 
Chemicals (3l·J2) 6880 8849 2895 1740 2252 1939 
Non-metals (33) 2523 4237 496 656 745 470 
Base metals (34) 4906 5425 1?84 1139 1159 815 
Metal Products (35-38) 3900 4622 912 461 590 247 

Electricity & Gas 7453 9684 2974 1543 2499 300 

A.ll Indus try: 3323 4633 928 622 781 457 

Source: UN "The Growth of World Industry: 1967 edition. 

2.12 With the above data, we can evaluate the relative impor~ance of various 
factors in explaining the differences in per capita industrial output between groups 
of countries. This is done in Table 2.9 below: 

Table 2.9 Factors explaining the Differences in Per Capita Industrial Output. 
(u.s. $) . 

Differences in Per Capita Industrial Output Between:-
Industrialized and Less-Industrialized "A" and "B" 
Less Industrialized and "A" Countries of Countries of 

Due to: Countries E.S.E.A. Region ESEA Region. 

l . Numbers employed in 
Industry 

2. Distribution of employ­
ment within indust~ 

3. Productivity of Labour 

Total 

568.9 - 179-7 
= 389.2 

179.7- 155.2 
= 24 .• 5 

155.2 - .36.0 
= 119.2 

568.9 - 36.-o 
= 532.9 

36.0 - 30,2 25.3 - 23.5 
= 5.8 = 1.8. 

30.2 - 36.1 23.5 - 24.2 
= -5.9 = -0.7 

36.1 - 25.3 24.2 - 13.8 
= 10.8 = 10.4 

36.0 - 25.3 25.3 - 13.8 
= 10.7 = 11.5 

·. 
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Three factors are distinguished. A region may have a larger per capita in~us~ria1 
output because (i) it has a larger proportion of the population employed ln lndustry, . · 
(ii) within industry, a larger proportion is employed to produce m~re valuable products, 
or (iii) industrial labour is more productive, than in another reg1o~. Fro~ t~e 
above analysis, it can be seen that between industrialized and less~lndust~lallzed 
countries as a whole, fue main factor explaining the difference in lndustr1al output 
per unit of population is the difference in th~ size of indus~rial employment. Between 
less-industrialized countries and the A countr1es of the ~reg1on, and also betw~en 
the A and B countrj_e s of the region, the major explanation is due to differences in 
the industrial productivity of labour. 

2 .13 Wi·(·,hin industry, we were fortunate in getting internationally 
comparable data from the 1963 World Program of Basic Industrial Statistics for our 
study of the productivity of labour. It would be interesting to make a similar 
study of labour productivity for other sectors. We do not,however, have equally 
comparable data, and so we h~ve made our own estimates from mch data as are 
available. The figures are,of course, far less reliable, but the reults may prove 
of some suggestive value. For this purpose, some estimates of the distribution 
of the labour force in the year 1963 into the agricultural A, the industry M, and 
services S, sectors of the economy are shown in Table 2.10 below fur the countries 
of the r-egion; The -employment in the industry sector (column 2) is taken from 
the 1963 industrial data mentioned above; to find the industrial emplotooent 
as a percentage of the labour force, the total labour force in 1963 _was estimated 
by applying the most recent estimate of the overall particip~tion ratios (column 3) 
to UN estimates of the 1963 population. The proportion of the labour force 
in agriculture 'tvas derived from the most recent census data available, with minor 
adjustments in some cases. 

Table 2.10 Industrial Distribution of Labour Force in ESEA Countries:l963 

1963 Employment 
. . I . Part1c1pat1on Percentage of .Labour Force in: 

Countrl in Industr;r~ooo) Ratio % M A s 
~l) ~2) ~3) O:i) ~~ l ~b 2 

Burma 725 33 9 61 30 

China (T) 657 31 18 46 36 

Indonesia 3,019 36 8 72 20 

S.Korea 699 30 9 59 32 

W.Malaysia 236 32 10 55 35 

Philippines 1,247 32 13 60 27 

Thailand 492 53 3 82 15 

'I 
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.2 .14 We can now proceed to estimate the value of output per wo.:.·ker in 
industry, in agriculture and in the economy as a whole. The output per worker in 
the economy as a ~v-hole, Y, is derived from the per capita national income figure 
by dividing by the labour force participation ratio. The "Jutput per worker in 
industry is given in the 1963 survey data. Then the output· per worker in the other 
sectors, Yas can be derived from ihe relatioir.J!ip 

y = ~Pm T yas(l-pm) 

Y · Y YmPrn 
as 

l ·- Prn 
i.e. 

where Pm is the proportion of labour force in industry. The results are 
shovn1 in Table 2 .11. 

Table 2.11 Output Per Worker in Industry and Other Sectors 
in Countri es of ESF ... A Region (1963 :U.S.$) 

Country y ~ y Yas/~ ya as 

Burma 179 369 160 0.43 119 

China (T) 487 699 440 0.63 . 368 

Indonesia 236 478 215 0.45 183 

S.Korea 427 811 389 0.48 299 

Y.J. Malaysia 722 1429 643 o.~.,; 447 

Philippines 681 722 675 0.93 666 

Thailand' 185 691 169 0.24 122 

Ya/~ 

0.)2 

0.53 

0.38 

0.37 

0.31 

0.92 

0.18 

2.15 A separate estimate of the output per worker in agriculture,Ya, can be 
derived if we introduce an additional assumption. For instance, if we assume that 
the output per worker in the service sector,Ys, is a weighted average of Ya and~' 

i.e. Ys = k~ + (1-k) Ya 

then, 1;-;e can estimate Ya by the relationship 

Ya = y - Ym [k +(1-k)pm - kpa) 

(1-k) - (1-k)Pm + kpa 
where Pa is the proportion of the labour force in agriculture. The estimate Yas 
corresponds to the case k = o. An estimate of Ya corresponding b the case k = ~ 
is given in Table 2.11. In four of the countries, labour productivity in agricu:ture . 
is about a third compared with industry, inspite of wide variations in income levels. 
An interesting comparison is between China (T) and Thailand, where the productivity 
per worker in industry is about the same, but the productivity per worker in ~ricul­
ture in China (T) is three times as high as in Thailand. The Philippines represents· 
an extreme case of nearly the same productivity in all sectors. 

! 
. ~ 
~ 
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· Urban-Rural .Distribution of Population. 

2.16 The urban-rural distribution of the population is an important factor 
which influences,and is influenced by, the structural change in an economy. To 
study this, some recent statistical data on the subject is given in Table 2.12 
below for the coumtries of the region. 

Country/ 
Year 

(1) 

Burma 
1957/8 

Cambodia 
1962 

China (T) 
1965 

I ndonesia 
1961 

S .. Korea 
1966 

\v .Malays ia 
1957 

Phi lippines 
1966 

Tha i l and 
1963 

S .Vietnam 
1965 

Table 2.12,Urh~n Population and Urbanization D1 ESEA Region. 

Proportion of 
Population in 
Ci ties of size 
over 100,000 

(2) 

5.4 

J0.4 

30.1 

10.8 

12.0 

7.8 

11.0 

Primacy Index 
pl p2 

(3) (4) 

5.4 73 

100 

2.3 30 

2.9 31 

3.3 43 

1.8 47 

35 

6.2 78 

8.7 81 

Perc en tag e of 
Population in 
Urban areas 

tl965) 
5) 

16.2 

10.5 

60.6 

15.4 

32.8 

50.3 

31.2 

13.6 

2Q.9 

Speed of 
Urbaniza­
tion 

(6) 

0.7 

1.~ 

1.5 

5.1 

5.5 

1.3 

2.1 

2.3 

Source: (l) UN Demographic Yearbook 1967; (2) UN Population Division,"Progress 
in t he I nterim Revision of Urban and Rural Population Projections," 
POP/SC/ WP/9,Sept 1969. 

Column (5) of the above t able shows the proportion of the population living in 
urban areas , as defined by national authorities,as of 1963. This definition varies 
fr om country t o count ry and therefor e the results are not strictly comparable. 
An attempt has t heref ore been made in column (2) to compile a comparable index 
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of the extent of urbanization from the available data by applying a uniform 
criterion; this index shows the percentage of the total population living 
in cities of s"5._~;je over 100,000. It may have been interesting to consider 
population living in small er sized towns, but comparable data is not available. 
China (T) and S. Korea are the most highly urbanized countries. This is partly 
due to their high level of industrialization; it may also be due to the small 
size of these countries. In the case of Malaysia, another s~~ll country, we 
have data only from 1957; apart from this, the low urban ratio is probably · 
due to the f act that the large industrial sector is mainly connected -vrith 
mining production . 

2.17 A feature of the urban situation that has been found 
characteristi c of underdeveloped countries is a high degree of primacy -
i.e. a tendency f or a big gap between the size of the largest city and that 
of the other t0\1r1S of a country. This is partly due to a tendency for all 
industrial and commercial activities t o crowd into the main city, because 
of poor communica tions from other pla ces and because govern."'Tlents tend to 
give special preference to the main city in providing various urban facilities. 
This is also partly_due to a general lack of commercial and industrial activ­
ities catering to t he agricultural s ector or the rural economy. Table 2 .12· 
shows two indices of primacy . The index Pl in Column (3) is the ratio of 
the popul ation in the maLn city to the average population of two other cities 
next in size. The index P2 in ColUITill (4) is the percentage of the population 
of m.s.in c ity to the total population of all cities of 3ize over 100,000. 
The highest degree of primacy occurs in the predominantly agricultural countries 
of Burma., Thailand and South Vietnam . The degree of primacy is quite high in 
the other countries too. The low primacy in Malaysia is probably because 
nearby Singapore has performed some of the functions of a primate city. In 
the case of IndonesiaJ the low primacy may be explained by the fact that the 
country should be considered as consisting of a number of ecological systems. 

2 .18 Column (6 ) of Table 2.12 shows the "speed of urbanization". 
The speed is measured by the difference in the rate of growth of urban and 
r ura l populations . U.N. demographers have hypothesized that this index tends 
to remain fairly stable and are engaged in making projections of urban popu­
l ation on tha. t basis. 

Structure of Foreign Trade 

2.19 The relative share of the foreign trade sector and its 
changing ~nportance is shown in Table 2.13 below for the countries of the 
region. Countri es of the reeion generally tend to have a large foreign 
trade sector, the extreme case being M3.laysia . There does not seem to be 
any significant r elationship between the relative share of the foreign trade 
sector and the size of the country. It is interesting to note, however, 
that the most rapid rise in the share of foreign trade has occurred in 
countri es such as China (Taiwan) and South Korea, where this share was 
initially very small. 

- .:;.J'",-~~·-- ., r 

I 

I _______ , 

I 

I 



Country/Year 

Burma 
1950 
1963 

Cambodia 
1963 
1966 

China (T ) 
1953 
19.67 

Indonesia~ 
1955159 
1966 

Korea 
l95J 
1967 

Malaysia 
1955 
1966 

Philippines 
1950 
1967 

Thailand 
1953 
1967 

- 16 -

Table 2.13 Changing Role of Foreign Trade 

(Percentage Share in Gross National Product) 

Exports 

19 
16 

17 
8 

9 
22 

12 
16 

2 
12 

52 
41 

15 
18 

19 
20 

South Vietnam 
1960 7 
1966 12 

Imports 

1.5' 
16 

21 
13 

14 
24 

11 
20 

10 
22 

33 
37 

13 
21 

21 
21 

·14 
27 

Source: U.N. Yearbook of National Accounts Statistics 1968. 
~ percentage to GDP. 

. ! 
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2. 20 The change in the share of foreign trade may also be studied by 
compa r ing rates of growth of exports and of total production. The available 
da ta is shown in Table 2.14 below. 

Table 2.14 Rate of Growth of Real GNP and Real Exports 
(1960 - 67) 

Rate of Growth (Real Terms) 
Domestic Use 

Country GNP ExEorts Production 

China (T) 10.4 20.8 8.6 

s. Korea 7.8 27.7 6.7 

Malays ia 5.8 5.4 6.2 

Philippines 5.1 11.4 4.0 

Tha iland 7.6 7-9 7-5 

s. Vietnam 5.4 12.6 -4.7 

Source : U. N. Yea rbook of National Accounts Statistics, 1968. 

Ther e ha s been a certain amount of controversy about the role of the growth 
of exports in bringing about gro-vrth in the economy as a whole, i.e. _ about 
the role of f ore i gn trade as an 11 engine of growth 11 • This is a complex 
problem, and it is unlikely, to begtn wit~ that there will be any single 
ans~-;e r appl icable to all types of countries at different levels of develop­
ment. In any cas e, it i s doubtful whether the answer can be obtained by 
any s tati s t ical correlatio~ between ratroof growth of income and of exports 
for a group of countries.~ For instance, there is a correlation of 0.57 
between GNP growth rates and export growth rates shown in Table 2.14. However, 
a positive correlation i s to be expected an~~y from the fact that exports 
are a part of GNP. What is more interesting is to see if rapid growth of 
exports in some countries also leads to higher growth in the other sectors 
of these countries. To check this, the rate of growth of production for 
do1nestic us e in these coLmtries was calculated and is shown in Table 2.14. 
We find that the correlation between the rate of growth of exports and of 
production for domestic us e was only 0.16. None of these correlations are 
l ikely to be us eful in r evealing the actual relationship, which has to be 
considered case by case. 

1/ See e. g . the I.B.R.D. study cited in O.E.C.D. "Development Assistance, 
1968 RevievJ11 p. 12 7. For a sample of 40 developing countries used in 
this s tudy, the correl ation between gro-vrth of· exports and of outputs 
i s 0. 72 but bebv-een growth of exports and domestic use production is 
only 0.20. 
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2.21 In addition to the volume of exports and imports in relation to 
total GNP, it is also useful to consider their composition; some data for 
the recent period are shown in Table 2.15 and 2.16. In the mid-fifties the 
exports of these countries were mainly primary products, and this is still 
true for most of them; though the share of manufactured exports has increased . 
In the case of China (Taiwan) and South Korea, industrial products now 
constitute more than half of all exports. The considerable proportion of 
industrial products in the exports of Malaysia and Thailand is mainly due 
to export of tin. 

2.22 The imports of these countries consist predominantly of manufac­
tures, though the share of pri~mary products is quite high. The pattern of 
imports has remained fairly stable, even for China (Taiwan ) and South Korea , 
whose exports have changed so greatly. The most significant change in import 
pattern has occurred in Malaysia where the import of primary products has 
declined considerably in importance. 

Table 2.15 Changing Composition of Exports (percentages) 

Agri- Fuel Primary Chemi- Manufac- Machinery& Industrial Miscel­
culture etc. Products cals tures Trans.Equip. Products laneous 

SITC Code: 0-2.4 
Country 

3 0-4 6 + 8 7 5-8 9 

Burma 
1954 
1966 

China (T) 
19.58-9 
1967 

Indonesia 
1954 
1963 

Korea 
1953-.54 
1967 

Malaysia 
1953-54 
1967 

Philippines 
1953-54 
1967 

Thailand 
1954 
1967 

98 .1 0.1 
9.5 .4 0.4 

75.9 
41.5 

72.8 
60.7 

87.8 
32.2 . 

62.3 
63.6 

97-9 
88.1 

98.8 
82.8 

1.0 
0.8 

26.7 
39.0 

1.3 
0.6 

12.2 
1.9 

0.6 

0 
0.6 

98.2 
95.8 

76.9 
42.3 

95.5 
99.7 

89.1 
32.8 

74.5 
65.5 

97.9 
88.7 

98.8 
83.4 

0.3 
0.1 

4.1 
3.4 

0.3 
0.2 

5-3 
0.7 

1.4 
1.6 

0.3 
0.6 

0 
0.1 

1.5 
4.1 

18.6 
44.9 

0.1 

5.1 
62.0 

20.9 
29.6 

1.8 
9.2 

1.2 
15.4 

0.4_ 
9-P 

0.1 

0.2 
4.4 

2.4 
2.1 

0 
0.1 

1.8 
4.2 

23 .1· 
57.3 

0.4 
0.3 

10.6 
67.1 

24.7 
33.3 

2.1 
9.8 

1.2 
1).6 

Source: U.N. Yearbook of International Trade Statistics, various years. 

0.4 

0.1 

0.4 
0.1 

0.8 
1.2 

0.2 
1.0 
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Table 2.16 Chan~ing Composition of Imports (Percentage) 

Group: Agri- Fuel Primary Chemi- Manufac- Machinery & Industrial Misce1-
culture etc. Products ca1s tures TF.ans.Equip. Products · laneous 

SITC Code: 0-2,4 3 0- 4 5 6 + 8 7 5 - 8 9 
Count 

Burma 
--1954 20.5 ).0 23 . 5 5.6 55.2 15.3 76.1 0.4 

1966 15.3 7.1 22. L~ 7.8 40.) 29.4 77.5 0.1 

China (T) 
1958-9 )1.0 7.4 38.4 21.4 16.8 23.0 61.2 0.4 
1967 )1.4 4.2 35.6 12.2 18.7 33.1 64.0 0.4 

Indonesia 
1954 18.6 7.6 26.2 6.) 48.7 18.6 7).6 0.2 
1962 :L4.4 6.3 20.7 11.9 . 38.6 28.7 79.2 0.1 

Korea 
--1953/54 )9.0 0.8 )9.8. 15.8 35.1 8.5 59.4 Q. rl 

1967 )1.2 6.2 37.4 11.3 20.2 31.1 62.6 

Malaysia : 
19~/54 56.6 19 .1 66 .6 ).6 20.2 8.4 32.2 1.2 
1967 33.1 7.8 40.9 8.8 25.9 22.2 56.9 2.2 

Philippines 
1953754 21.3 11.1 32.4 8.2 41.9 17.4 67.5 
1967 21.4 8.8 30.2 8.9 25.2 35.5 69.6 0.2 

Thailand 
1954 13.1 8.5 21.6 7.9 49.3 20.8 78.0 0.4 
1967 9.1 7.2 16.3 11.9 34.5 35.1 81.5 2.2 

Source: U.N. Yearbook of International Trade Statistics, various years. 
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2.23 One final analysis that may be made of the foreign trade of the 
countries of this region is to consider the distribution of the exports 
bet~een develcped and developing countries. Some recent data is summarized 
in Table 2~17 belm1 ~ 

---· 

Tabl a 2 .17 Exports to Developed Market Economies.!/ 
as Percentage of 'Jlotal Exports {1965) 

Fe.rcenta~ of Exports to Developed Market Economies : Manufactures as 
Cou.l'ltry All Ex::ports Prima,ry Products M~'l'lufactures % of all Export 

China (Taiwan ) 66.2 80.0 47.5 42.5 

s. Korea 74.) 8).0 68.6 61.0 

Malaysia 59.4 · 52.7 72.1 34~3 

Philippines 95.3 95.4 93.4 . 5~6 
. . . , . 

Thaila.'1d h5.8 45.1 59.0 S:2 

~/ Countries grouped as Economic Class I in the ffi{ report on Commodity Imports. 

Source: (1) Atsushi Murakami,"Two Aspects of the Export of Manufactured Goods 
from D~veloping Countries", The Developing Economies, September 1968, 
pp. 261-283~ (2) Malaysia Trade Statistics 1965. 

The above table is quite informative. Of the two countries whose exports 
consist predominantly of primary products, alsmost the entire exports of 
the Philippines go to the developed countries while the corresponding 
proportion for Thailand is l ess than half. The large share of developing 
countries in the exports of Thailand is because these exports consist so much 
of food items which are in deficit in many developing countries. In the case 
of Malaysia, as not~d previous ly, the large share of manufactures is accounted 
for mainly by tin blocks; and the relatively low proportion of exports to 
developed countries, as shom1 in the above table is largely due to the fact 
that over 20% of the exports go to Singapore. In fact, if these exports are 
left out, then as much as 75% of Malaysia's exports go to the developed countries. 
Of the t ·w-o coW1tries, China (Taiwan) and S. Korea, which have a high proportioil. 
of manufa ctures in their exports, it is interesting to note a rather lmt proportion 
of their exports is sent to the developed countries. Both countries exhibit an 
interesting pattern in their foreign trade. Most of their primary exports to the 
developed countries, but the ir manufactured exports tend to be equally divided 
between developed and developing countries~ Atsushi Murakami has tried to 
distinguish various categories of commodities, according to their principal markets.}/ 

_!/ op. cit •• 
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Re::n.une"' 

2.23 At this ~tage , it may be useful to recapitul~te the present 
pos.i tion of the individual co1u1tries in the various aspects of structural 
change stud-Led above . For t his purpose, ~·re leave out the small coun.tries 
Cambodia c~n d Laos., fo.c which \-J"e do not really have suffic ient. information, 
and also Singapore , because of its special circumstances. V.le also leave 
out South Vie tnam, because -of its disturbed condition. 

2.2h Burma and I ndones ia have been des cr ibed as the "inward-looking 
countri es". They o.re among the poorest countries of the region, and have 
als o had the loHes t grm..rth rates in the recent period . It mus t , however, be 
noted that both countries have suffered severely from economic damage during 
~l!orld Har II and frow considerable internal nnrest since theno They have · 
shown a capacity fo·c rapid gro-.-rth during particular periods.. For instance, 
Indo!1esia achieved remarkable progress in the period 19.55-19)8. During the 
decade of the fif ties, Burma achieved a real growth rate of GDP as high as 
5. 8% per_, &;:.r.~.um , and a~ r ate of growth of J1. 7% per a!lnum in industrial pro­
duc tion . .±/ In rec ef'.._t times, ho:,rever, bo th couJJ.tries have sho-r..Jn a poor record 
of gro-vrth for many reEuons, including political unrest in Indonesia and an 
attempt t o organize ~ s ocialist economy in Burma . ·The flow of external aid 
to thes e countries has only been a trickle. For the purpose of t he present 
discussion, hmfever, th interesting features of thebe countries is that 
both attempted a policy of import substituting industrialization largely 
with their o~·Jn resources. ""'lhile some observers have argued that the failure 
of this effort in thcce countries showed the weakness of this approach to 
structural change in general , it may be fairer to say that the experiment 
did no t really get a fair trial. In any case , it does seem that the indus­
trialization policies of these countries 1-1ould have benefitted greatly from 
simul taneous effor t in promoting agricultur al development and greater build­
up of infra.structural fac ilities. As of now, the present economic position 
and policy attitudes of these countries are not at all clear and until more 
information is available , i t do es not seem fruitful to speculate about their 
future prospects. 

2.25 The five other countries of the region have all shown rapid growth 
in the r ecent period . They have also all received a substantial inflow of 
external ass istance. Such assistance has, of cours e ) contributed to the 
high rates of grot.Jth of these countries, but in the present state of our 
understanding it does not seem possible to say how crucial has been the 
role of such assistance . Apart f rom these common f eatures, we have seen that 
there are considerable differences among theoe fast growing countries. 
Income levels are vridely different ; the per capita incomes in Malaysia and 
the Philippines are double that of the other conntries , but at the same 
time they have gro~m less rapidly. \ihile all these countries have also 
increased their exports at a high rate, the exports of Halaysia, the Philippines 
and Thailand are still predominantly of primary products and still mainly 
directed tortrard the developed countries. The very high rate of grat-rth of 
exports in Chi..11a (T) and South Korea , on. the other hand, has included a 

1/ U.N. Yearbook of National Accounts Statistics , 1968, Table 5 B. 
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large expans ion of exports of manufactures, with a considerable fraction 
going to other less developed countries. As a result, these two countries 
have experienced the mos t rapid structural change, so that their future 
gro1-rth is more l ikely to be self-sustaining, though at present South Korea, 
especially, would neod more external assistance for strengthening its infra­
structure. In the case of the other countries, while their economic growth 
has not led t o a corr esponding amount of structural change, insofar as their 
growth is built around their primary exports, especially to the developed 
countries, it raises t he question of whether such grow·th is self-sustaining 
in view of the doubtful prospects of such prL~ary products in world trade. 
It seems clear, therefore, that these countries need greater efforts to 
promote industrial development . The Philippines and Thailand have fairly 
large populations, compared,, for example, with China (T), and may therefore 
be cons idered to have greater possibilities of industrialization by way of 
import substitution. But even so, they represent small markets for manu­
factures under moden1 conditions and so may find it useful to follow the 
example oi ' China (T) and South Korea in building up exports of manufactures. 
In any such effort, some form of cooperation among themselves, of the type 
they are currently e:x:.ploring, would certainly be useful. In bringing abo:u t 
satisfactory structu:t"'a l change .i.n these countries, it is not sufficient to 
cons ider only the industrial sector. Improvement in the agricultural sector 
is a lso esoential. This is particularly obvious :in the case of Thailand, 
where l abour productivity in agriculture is so much lo~v-er than in industry; 
the present high degree of urban primacy suggests that development of smaller 
towns to erve rural needs, and to moderate the further expansion of the 
metr opoli.tan a rea of Bangkok-Thonburi would greatly help to modernlze and 
iJnprove agricultural ccndi tions. :Malaysia enjoys the advantage of a high 
productivity of labour in the plantation and mining sectors; its future 
needs are to achieve a rise in productivity in the domestic sectors, both 
agricultural and industrial. Productivity of labour is the same in both 
agriculture and industry in the Philippines; so it may be able to follow a 
balanced program of fu ture growth in the two sectors. 
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III. Prospects and Problems of Stn1ctural Change 

in the E. S.E .A. Region 

I 
I. 

3.1 The .l ong-term prospects of structural change in a country depend, 
at le:1st to some extent, on its own policies and on the cooperation it gets 
from developed and other developing countries . As background for the con­
sideration of such policies, it may be useful to examine alternative strategies 
for struc tural change that a country may f ollow. A full discussion of all 
such alternatives is not possible here , but as a preliminary to such a dis­
cuss ion, He examins one possible projection of future developments in some 
of the countries of the region. 

3.2 One si.rnp1e approach to make such a proj ection is to use the "normal" 
pattern do.s:· ived by Professor Chenery and other scholars from inter-country 
comparisonso V.Te shall, in fa. ct , use the B-equations for large cml)'ltries 
sho1<-ring :the cr.oss-sec tion r esults in his 1968 paper with Taylor.Y These 
equations are of the f orm 

- (1) 

where x is the relative share of a sector, y the per capita GNP in US $ and 
£.J is the population in millions. Chenery and Taylor estirna te that 

2 .0328, /\. = - 0.1422, y· = 0 .0839 for industry sector, and 

f1
1 

- 0.0368, f32-= - 0.0402 and?( = - 0.0238 for primary _sector. 

\ve shall assume tLa t the equation applies equally to the base period 1967 
(indicated by a suff ix 0) and to the final period 1985 (indicated by a suffix 1). 
Then we use the result 

(Xl) 
ln (XO ) 

(2) 

to estimate Xl fr om xo. In fact, it is found tha t the fit of the equation 
to the countries of the region is rather poor. We have, therefore, used the 
above approach rather than apply equation (1) directly to 1985 _data. The· 
method used here amounts to assuming that the error term is the same in both 
periods for any country . The method was applied only to the primary and 
industry sectors; the share of services sector was taken as a residual. 

1/ Hollis B. Chenery and Larice Taylor, !'I£velopment Patterns: Among Countries 
and Over Time ." RevievJ Econ . & Sta ts. November 1968 pp. 3 91-416. 
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3 .3 t;t~e have take some provisional U.N. projections (medium variant) 
for 1985 populat ion e:.~timates . We have then derived estimates of per capita 
GNP in 198:} by a::suming that total GNP has increased from 1967 to 198.5 at 
6% per ar .. .Tllun . The da ta and results of the projection are sho-~"'11 in Table 3.1 
below f or the A-countries of the region. 

Table J. l Projection of Sector Sh2res of GNP 
in Countries of E.S.E.A. Region 1967 - 198.5 

Share of Gross ·Product by Sector 
Country Per Capita 

(Years ) Income Population Industry Primary Service 
us $ ~ mj_llions ) 

China 
1967 274 1].1 29 24 47 
1985 52 9 l9J~ 38 17 4.5 

Korea 
1967 162 29.8 24 3.5 41 
1985 JOO 45.9 34 26 40 

Halaysia 
1967 328 8.6 2.5 28 47 
1985 593 13.6 31 20 49 

Philippines 
34.7 1967 278 24 33 43 

1985 430 64.0 30 26 44 

Thailand 
1967 155 32.7 22 31 47 
1985 251 57.7 34 24 42 

3.4 The above projection is intended only as a basis for studying 
the problems of structural change that countries of the region are likely to 
face. Therefore, they are not to be interpreted as an estimate of what is, 
in fact, li..1{ely to occur in these countries over the next one and a half 
decades . In particular, it is not necessarily implied that countries with a 
faster grot·rth than 6% per annum t..;ill experience a slow-down or that countries 
-vrith a sloHer gro1-rth rate will accelerate their growth. Just as we are using 
the nnorrr..al " pattern of structural change as a basis of study, we are also 
using the 6% grGwth ra te for an illustrative purpose only. 

3.5 This particular model of -projection is based on a division of a 
6% grov1th rate into two parts -- one a population growth rate and another the 
growth rate of per capita GNP. The effect of population growth rate is shown 
by a constant elasticity, -+<084 for industry and - 0.024 for primary sector • .. 

~ 
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The effect of per capita GNP gro-vrth is quite strongly affected by the non­
linear terrn. The small change in the Philippines is due to the small income 
effect brol;_ght about by high population growth. The small change in Malaysia 
and to s ome ·3xtent als o in China (Taiwan) is due to the diminishing influence 
of the income effect El t their higher incomes levels. The large change in 
Thai l and and Kor ea is mainly due to the income effect at the relatively low _­
income levc;l. 

3.6 The extent of the change implied in the above projection may be 
summarized as follm·rs: 

Country 

China 

Korea 

I'-falaysia 

Philippines 

Thailand 

Table 3-? Annual Change in Percentage Share 
of Outpu t in Major Economic Sectors (1967-8.5) 

Change in Sector 
A IC 

-.39 +.50 

-.so +.56 

-.44 +.33 

-.39 +.33 

-.39 
I 

+.67 I 
/ 

I 

s 

-.11 

-.06 

+.11 

+.o6 

-.28 

This table shows the extent of structural change required by the 11normaltt 
development pa ttern. These r esults may be compared with Tab.e 2.3 showing 
the corresponding fi~tres for the past experience. As far as this broad 
comparison goes , the r equired change is smaller than past achievements in 
the cas e of China (Taiwan) and Korea and greater in the Philippines and, for 
the industrial sector, in Thailand. The required change is also smaller than 
past record in the .case of Malaysia. 

3.7 Before dra1{ing any final conclusions on the prospects of structural 
change from the above comparisons, a factor to be considered is the role of 
foreign trade . From t he data of 2.16, we can calculate the share of primary 
and industrial exports in GNP. The results are shovm in Table 3.3 below. 
This shows that the l arge industrial sector of China (Taiwan) and South Korea 
is to some extent due to the high proportion of industrial products exported 
by these countries. Similarly the large agricultural sector of Thailand and 
to a lqrge extent of the Philippines, may be attributed to the high proportion 
of exports of primary products. The future prospects of structural change 
are therefore likely to be greatly -influenced by this trend in the exports 
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Table 3.3 Share of Primar;r and Industrial Ex:£orts 
to t he GNP of E. S .E .A. Region _ _Ll96 7) 

Exports as Percentage of GNP 
Pr:L'rnary Products Industrial Products -

9.46 12.54 

3.96 8.04 

27 .o6 13.94 

Philippines 16.20 1.80 

Thailand 16.80 3.20 

of these countries . If t heir agricultural exports do not expand as rapidly 
as in the past, then t he Philippines and Thailand v:ould have to place greater 
emphasis on the expans i on of their i ndustrial sector. In the case of China 
( Tai~van ) and South Korea , i t was found that while manufactures were a high 
proportion of total exports , a considerable part of their exports of manu­
f actures -v;ent to other developing countries - the future prospects of these 
expoTts therefor'•3 depend considerabl y on the economic growth of these countries 
and the extent to 1-vhich they depend on imports of such manufactures. In the 
case of Halaysia, both primary and industrial sectors have largely been pro­
duc ing f or export a considerable part of the industrial exports being in the 
form of processing of tin. If foreign demand for these exports should fall 
off , a greater effort woul d have to be made for increasing production in both 
primary and i ndustrial sectors for domestic consumption. 

3.8 We have so far been considering the changes in the share of output 
origina ting in the different sectors of the economy. From the employment 
point of view, t hese changes can be divided into two parts - the change in 
t he productivity of labour in these sectors and the change in the allocation 
of l abour to thes e sectors. A method of studying these two asnects is suggested 
by the analysis given by Professor Kuznets in his 1957 paper.lf We define the 
follo-vJi.l1g syrnbols: 

1/ 

p. 
l 

s hare of output in agriculture; 

Mi s hare of output in non-agriculture ; 

c. 
l 

share of l abour in agriculture; 

D· l s hare of labour in non-agriculture ; 

i 0 in base year 1967; l in final year 1985 

S. Kuznets , 11 Quantitative Aspects of the Economic Growth of Nations: II. 
Industrial Distribution of National Product and Labour Force." Economic 
Development and Cultural Change July 19.57 Supplement. 

! 

t 
I 
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rt = rate of increase of labour productivity in whole economy 

ra rate of increase of labour productivity in agriculture 

i.e. 

ra 
Pl Co (1 + rt) 

- 1 
Po cl 

Ib rate of increase of labour productivity in non-agricul ture 

i.e. 
Ml Do (1 + rt) 

- 1 ~ 
Mo~ 

X shift of labour from agriculture to non-agriculture 

. i.e-; 

3.9 Suppose we take ra =A Ib throughout the period 1967- 85. Let 
us consider three cases: 

A 1.0 a balanced development of productivity; 
I 

A 0.5 an industry- oriented development; 

A 1.5 a primary oriented development. 

For each of these cases -vre wish to consider the extent of the shift x • . 

3.10 By making a number of rough adjustments, the share of output and 
of labour in the two major sectors as of 1967 are estimated as sh01{TI in 
Table 3.4 below. The latter also shows the output shares as of 1985, derived 
in Table 3.1 on the assumption of a normal pattern of growth. As a rough 
approximation to rt, the table shows the percentage growth of per capita 
output also derived in Table 3.1. 

Table 3.4 Basic Data for Estimatin~ Shift 
of Labour Force 1967 - 85 

(percentages) 

Country Po pl Mo Ml co Do rt· 

China 24 17 -76 83 43 57 93 
Korea 35 26 65 74 55 45 85 
Malaysia 28 .20 72 80 50 50. 81 
Philippines 33 26 67 74 60 hb 55 
Thailand 31 24 69 76 68 22 62 

l 

I 
i 

·. t 
! 
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From this data, the shift factor is calculated and shown in 
Table 3$5 below. · 

COU..'Ylt 

China (Tai-wan) 

Korea 

Malaysia 

Philippines 

Thailand 

Table 3.5 Shift of Labour Force 1967-85 
(percentage) 

Shift Factor Growth of Agricultural Productivitl 
o.5 A= 1.5 A= o.5 A= l.S A= A= 1.0 A=l.O 

. 3.5 10.1 14.1 49 79 103 

3.8 10.6 14.8 47 70 88 

5 11 15 44 66 85 

3 8 11 29 41 50 

3- 7 9 30 38 42 

3.11 It is useful to compare the shift of l~bour force bet~reen agriculture 
and other sectors with the increase in the urban ratio projection on the basis 
of the speed of urbanization defined in Section 2.12. The results are shown 
in Table 3.6 below. 

Table 3.6 Increase in Urban Ratio ~Percenta~e) 

Urban Ratio 
196~ 1985 Increase 

Countr : 

China (Taiwan) 60.6 69.0 8.4 

Korea 32.8 56.6 13.8 

Malaysia 50.3 74.9 24.6 · 

Philippines 31.2 36.5 5.3 

Thailand 13.6 18.9 5.3 

- ---·-·-. r 
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3.12 'l'he above analysis has been based on the assmnption of a "normal 11 

pattern of structura] change, as defined in the present context. This does 
not, of course, imply that this is optimal for any of the countries of the 
region. W11atever may be the desired pattern of structural change, the present 
analysis may suggest the role of some of the significant issues and the sort 
of problems that may arise, and in turn suggest modifications of the desired 
pattern of structural change itself. The key elemen~ studied here are the 
rates at which it is attempted to increase productivity in the two sectors 
of the economy and the extent of the shift of population and labour from 
one sector to another. This may be thought of as the distinction bet·ween 
widening and deepeni1'1g of the industrial sector. The study of these elements 
1-vould help in forming suitable long-range policies about infrastructural 
investment, educational and training programs , and other aspects of capital 
accumulation.. The rate of ~ncrease of productivity in any sector depends 
on the rate of capital accumulation and on the rate of technological progress. 
For instance, the "green revolution" may make it easier to increase produc­
tivity in agriculture in many of these countries. This would be particularly 
applicable in cases where agricultural productivity is lagging. The question 
of allocation-of investment to the two sectors has been the subject of con­
siderable discussion already, especially on the question of wheGher there is 
an excessive allocation to the industrial sector or not. The prese~t type o.f 
analysis may be useful in this connection as a v.ray of quantifying s ome aspect 
of long-term policy neetled for this problem. 

l 
·j 

I 
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