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PREFACE

The 1976 Survey is the thirtieth annual report on the region
produced by the Economic and Social Commission for Asia and
the Pacific (ESCAP), and the third biennial review of economic and
social developments during the Second United Nations Development
Decade, i.e. the 1970s.
The purpose of these biennial reviews is to monitor progress
by the developing countries of the ESCAP region towards the goals
established by the International Development Strategy for the Second
United Nations Development Decade. However, the format of the
current biennial review is somewhat different from those of previous
years (1972 and 1974) in that the actual review exercise is confined
to one chapter, while the main body of the Survey dwells on the
emerging priority areas of development. The Survey was prepared
mainly during 1976, and with more than half of the decade elapsed,
it was thought an appropriate time to be re-assessing these priority
areas which are taking on an increasing urgency. The key to them
is self-reliance which involves wider participation in the development
process, a fairer distribution of its benefits, but also the attainment
of greater collective self-reliance through enhanced co-operation
among developing countries.
The 1976 Survey is organized into five major chapters. Chapter
I is concerned with the over-all view of developments in the countries
of the region, while chapters II to IV examine in detail the major
priorities to which development strategies must address themselves.
The final chapter is an attempt to bring together the highlights of
the preceding analysis and point the way along the paths desirable
for future development.
This Survey is published on the sole responsibility of the
ESCAP secretariat. Although its contents have benefited from the
comments of both experts and official representatives from member
countries, the views expressed herein are not necessarily those of
the Commission or the Governments of its member countries.

Bangkok, April 1977
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EXPLANATORY NOTE
T he term “ESCAP region” is used in the present issue of the Survey to include Afghanistan, Australia, Bangladesh, Bhutan, Brunei, Burma,
China, the Cook Islands, Democratic Kampuchea, Fiji, the Gilbert Islands, H ong Kong, India, Indonesia, Iran, Japan, Lao Peoples’ Democratic
Republic, Malaysia, Maldives, Mongolia, N auru, Nepal, New Zealand, Pakistan, Papua N ew Guinea, the Philippines, the Republic of Korea,
Samoa, Singapore, the Socialist Republic of Viet N am , the Solomon Islands, Sri Lanka, Thailand, Tonga, the T rust Territory of the Pacific Islands
and Tuvalu. T he term “developing ESCAP region” excludes Australia, Japan and N ew Zealand.
T he designations employed in this publication do not imply the expression of any opinion whatsoever on the part of the Secretariat
United Nations concerning the legal status of any country or territory or of its authorities, or concerning the delimitation of its frontiers.

of the

Reference to “tons” indicates metric tons.
T he term “billion” signifies a thousand million.
In the tables, three dots ( . . . ) indicate that data are not available or are not separately reported, a dash (— ) indicates that the amount is
nil or negligible, and a blank indicates that the item is not applicable.
In dates, a hyphen (-) is used to signify the full period involved, including the beginning and end years, and a stroke ( / ) indicates a crop
year, a fiscal year or plan year. T he plan years of the ESCAP countries coincide with their fiscal years as given in the table
below:

C o u n try

A f g h a n i s t a n ........................................
A u s tr a l ia ...............................................
B a n g l a d e s h ........................................
B h u t a n ...............................................
B r u n e i ...............................................
B u r m a ...............................................
China ......................................................
Cook I s la n d s ........................................
Democratic Kampuchea . . . .
F i j i .....................................................

F isca l y e a r

21 March to 20 March
1 July to 30 June
1 July to 30 June
1 April to 31 March
1 January to 31 December
1 October to 30 September
1 January to 31 December
1 April to 31 March

I n d i a .....................................................

1
1
1
1

In d o n e sia ...............................................
I r a n .....................................................
J a p a n ......................................................

1 January to 31 December
21 March to 20 March
1 April to 31 March

Lao Peoples’ Democratic Republic .
M a la y s ia ...............................................
M a ld iv e s ...............................................
M o n g o lia ...............................................
N a u r u ...............................................
N e p a l .....................................................

1 July to 30 June
1 January to 31 December
1 October to 30 September
1 January to 31 December
1 July to 30 June
16 July to 15 July
1 April to 31 March
1 July to 30 June
1 July to 30 June
1 July to 30 June
1 January to 31 December
1 January to 31 December
1 April to 31 March

H ong K o n g ........................................

New Z e a l a n d .................................
Pakistan ...............................................
Papua New G u i n e a ...........................
P h i l i p p i n e s ........................................
Republic of K o r e a ...........................
S a m o a ...............................................
S i n g a p o r e ........................................
Socialist Republic of Viet N am .
Solomon Is la n d s .................................
Sri L a n k a ........................................
T h a i l a n d ...............................................
T onga
...............................................
Source:
N ote:

January
January
April to
April to

to 31 December
to 31 December
31 March
31 March

C u rre n c y a n d a b b re v ia tio n

O p e ra tio n a l rate o f
e x c h a n g e fo r $U S 1
as o f 1 A p r il 1977

Afghani (Af)
Australian dollar ($A)
T aka (T k)
N gultrum (N u)
Brunei dollar ($Br)
Kyat (K )
Yuan Renminbi (¥RM B)

47.50
0.906
15.45
8.70
2.45
6.70
1.90

New Zealand dollar ($NZ)
Rial (R)
Fijian dollar ($F)
H ong Kong dollar ($H K )
Rupee (Rs)
Rupiah (Rp)
Rial (Rls)
Yen ( ¥ )

0.9402
4.70
8.70
415.00
70.35
277.00
200.00

Rupee (Rs)
T ughrik (T )
Australian dollar ($A)

3.93
3.30
0.906
12.45
1.04
9.90
0.80
7.40
480.00
0.80
2.45

Rupee (Rs)
New Zealand dollar ($NZ)

1 January to 31 December
1 January to 31 December
1 October to 30 September
1 July to 30 June

Rupee (Rs)
Baht (Bht)
Pa’anga (P)

United Nations quarterly list of exchange rates, 15 April 1977.
a As no official communication has been received it is impossible to state an operational exchange rate.
b Prior to reunification, the Republic of South Vietnam ’s fiscal year was from 1 January to 31 December.
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Kip Liberation
Malaysian dollars ($M )
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Australian dollar ($A)

b

1.04

2.52

a

0.906
7.30
20.15
0.9724
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I.

OVER ALL VIEW OF DEVELOPMENTS1

1. During the years 1975 and 1976, the countries
of the ESCAP region turned an important economic
comer. There were clear signs of recovery from the
depths into which many of them had been plunged
by the world-wide recession, which had followed
closely on setbacks in the agricultural sector. Fortuitious climatic conditions were an important factor in the surge in agricultural output in South Asia.
Industrial output clearly underwent an upward turn
in most countries, including those comparatively
more highly industrialized. There was a revival of
external trade. The second half of the decade seems
to be setting off on a better footing.
2. Improved prospects in the short-term, however,
must be seen against the gloomy backdrop that the
decade has so far provided in terms of development
progress. Even if the Second United Nations Development Decade began on a note of optimism, results
hitherto have been disappointing. Whatever targets
were set, either individually or collectively, for the
countries of the ESCAP region, most have recorded
a deceleration in the progress of GDP during the
decade, as compared with the second half of the
1960s.
3. In many countries, the “villain” has been the
agricultural sector on which the livelihoods of the
great majority of Asian people depend. Unfortunately, no new innovative “revolution” has appeared to fuel the momentum of agricultural expansion
achieved in the 1960s. Yet, not merely expansion,
but an acceleration of output trends is becoming
steadily more urgent in the face of the paucity of
rural incomes and of low nutritional standards and
in order to break the constraints on continued
growth in other sectors. The need is for a major
new departure, however, since the costs of the technology-based “green revolution”, in terms of bypassing the smaller and more impoverished farmers,
have been widely recognized. The situation in many
countries points to agrarian reform, not merely to
effect a redistribution of resources, but also to bring
small farmers within the process of modernization.
Growth with social justice, as visualized throughout
this Survey, implies achieving more widespread
development participation, particularly at the rural
level. Social and institutional changes continue to
be made, although the beneficial effects of them
often take time to show. Weather and the incidence
of natural disasters meanwhile play a hazardous role
1 This chapter is a summary of a scries of detailed studies on macroeconomic and sectoral developments in countries of the region, to be
published in Economic Bulletin for Asia and the Pacific.

in agricultural development but their relative importance can be reduced through greater intrinsic efficiency in the rural sector.
4. The maximum mobilization of resources at the
rural level is at the core of a development process
that embraces not only greater social justice but also
a measure of national self-reliance, since internal
solutions must be found for rural development. Thus,
the pursuit of self-reliance becomes an important
link between economic development and social justice.
5. Developments in the international sphere have
been uncertain in recent years. The external payments positions of most developing ESCAP countries
have been under strain since the increase in the price
of oil after 1973 and the advent of sharp fluctuations
in export revenues. Moreover, recourse to expensive
sources of financing their deficits has been necessary
in some countries in the general absence of a sufficient increase in concessional flows from developed
countries at the time of greatest need. To reduce
the unfavourable impact of external developments
and to have more control over the areas and conditions of resource flows, developing countries must
redress their unequal relationship with the developed
world. This implies more self-reliance also in the
international sphere.
6. Self-reliance is, therefore, another implicit theme
of the Survey.
With stress on rural development
internally and a new international economic order
extrenally, self-reliance is an important goal on which
the developing countries of the region should focus in
the late 1970s, just as economic conditions appear
to be turning in their favour again.
A.

GROWTH OF GDP

7. In 1975 ESCAP countries attempted, with widely varying degrees of success, to stave off the adverse
consequences of global economic recession closing a
half-decade that had been fraught with instability
and disappointments in economic performance. In
1976 they were beginning to harness themselves to
a wave of recovery with reported growth rates rising
above the previous year in most cases and, indeed,
returning to the levels more prevalent during the
late 1960s.
8. For several ESCAP countries, 1975 was a year
of modest economic expansion, well below the
achievements of two years previously when many
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countries enjoyed a spurt in growth. However, the
two largest countries of the ESCAP region provided
exceptions to this trend: China’s real product is believed to have grown by over 9 per cent in 1975
while India’s rate of expansion in that year (commencing 1 April 1975) was over 5 per cent, better
than in any previous year during the decade (see
table 1).
9. In both countries — relatively less dependent
upon the vagaries of external demand — an important factor in these developments was agriculture,
with foodgrain output the highest it had ever been.
These growth figures were not merely a reflection,
therefore, of recovery from previously low output
levels, although 1974 had been a poor year for India.
10. Two further countries, both of them much more
trade-oriented, achieved impressive growth rates in
1975. Despite the unforeseen slump in world demand for crude petroleum, Indonesia nevertheless
achieved an estimated 7 per cent increase. Much
more spectacular was the performance of the Republic of Korea which, in spite of carrying an enormous balance of payments deficit for most of the
year, saw its growth policies rewarded by an export
revival towards the end of 1975. As in Indonesia,
expansion of the economy in that year was maintained at the same level as in 1974.
11. For most other ESCAP countries, 1975 was a
year of relative stagnation and the three developed
countries of the region were not excluded from this
trend. Australia recorded a negative growth rate,
while Japan recovered little from the previous year’s
decline. Both countries suffered from weak private
consumption and investment as price inflation continued at high levels. These performances brought
the Second United Nations Development Decade to
its somewhat gloomy half-way stage.
12. Collectively, the developing countries of the region recorded an average growth rate of 5.6 per
cent, over the first half of the decade while for the
three developed countries, the figure was 5.2 per cent.
During this period, China and Indonesia were the
only two of the highly populated countries of the
region to have surpassed the United Nations target
of 6 per cent real growth annually; high averages
were also attained by Iran and the Republic of
Korea, and Thailand and Malaysia also met the
target.
13. However, for the whole South Asian region, and
for the countries of the Indo-Chinese peninsula, the
first half of the decade was marked by slow expansion. If South Asia is broadly defined so as to
include Afghanistan and Burma in addition to the
sub-continent, then none of these countries came

near to achieving the 6 per cent real growth target
over the five-year period and only in a few instances
was this growth rate surpassed in individual years.
In growth terms, South Asian economies made a
poor start to the decade while 1974 was a generally
more satisfactory year. The fortunes of the agricultural sector — which is so predominant in the
economies of Bangladesh, India and Nepal — played
an important part in these trends.
14. Growth in Democratic Kampuchea, Lao People’s
Democratic Republic and the Socialist Republic of
Viet Nam was affected by the disruptions resulting
from war in the region and internal political changes
during the period. Recent years have seen comprehensive economic reconstruction, yet official data
are as yet not readily available.
15. The two most gloomy aspects to emerge from
table 1 with regard to growth patterns during the
first half of the decade are, first, that income disparities within the ESCAP region as a whole have
widened as a result of the slower economic growth
of several of the largest countries and, secondly, that
even among some of those achieving higher real
growth rates, performances were below the levels of
the second half of the 1960s. Examples are China,
the Republic of Korea, Thailand, Hong Kong and
Singapore, although Indonesia, Iran and Malaysia
provided exceptions to this trend.
16. As official estimates become available of economic performances in 1976, evidence is emerging of
strong recovery in many countries of the region.
Among the larger countries, it would appear that
China was on course to achieving expansion in
excess of 6 per cent prior to the Tangshan earthquake in July. With continuing good harvest prospects, and sustained industrial expansion, India was
expected to achieve real growth in 1976/77 of around
6 per cent, thus maintaining the buoyant level of
the previous year. Pakistan also appears to be
returning to a higher growth path with an increase
of 4.4 per cent in 1975/76 (ending in June), while
an estimated 10.7 per cent rise in the physical product of Bangladesh in 1975/76 means that its
economy will have grown by one-third in the four
years from mid-1972 to mid-1976. The pace of
growth in Indonesia quickened in 1976 to nearly 8
per cent, above the levels of the two previous years.
17. Among other ESCAP developing countries, the
Republic of Korea is officially estimated to have
attained a rate of expansion in 1976 of nearly 15
per cent; in Hong Kong the rise was even higher,
while in two other countries dependent upon external demand — Malaysia and Singapore — growth
was 8.5 and 6.8 per cent respectively. Moreover, in
each of these countries growth is expected to be at

Notes:
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2.9
1.8
3.5
2.1

4.9
0.2
0.2
6.3k
3.4
8.9
7.9
—0.2k
2.1
1.0
3.6

- 0 .1 k

2.4“
- 1 .7
1.2
5.0
- 1 1 .7
1.4
5.8
0.7
5.7
15.9

C om p o u n d C o m p o u n d
C om pound
g ro w th rate g ro w th rate
g ro w th rate
o f GDP
of
o f GDP
p opu la tio n
p er capita
(1970-1975)
(1970-1975) (1970-1975)

ma r k et

4,760
3,880

100
100
90
300
70
720
1,540
130
150
1,060
70
660
110
130
440
310
470
2,120
170
320
130
300

GNP
per capita,
1974
(cu rre n t
%US )

13.50
111.57
3.09

0.19
13.99
41.87

19.28
76.82
30.34
838.80
8.11
0.57
4.37
598.10
136.04
33.02
3.30
11.90
12.57
70.26
2.76
42.51
34.66
2.25

P opulation
1975
( m illio n s )

Asian Development Bank, Key Indicators (Manila, April 1977, Vol. VIII, No. 1); Economist Intelligence Unit, Quarterly Economic Reviews (London);
International Monetary Fund, International Financial Statistics (Washington, D.C., May 1976); IBRD, World Bank. Atlas, 1975 (Washington, D.C.); United
Nations, Monthly Bulletin of Statistics, Vol. XXXI, No. 1, January 1977 and No. 4, April 1977; Population Division, ESCAP; and national sources.
* Provisional.
b Figures relate to GNP.
c Fiscal year beginning 21 March.
d 1972-1975.
e On factor cost basis.
f Fiscal year ending 30 June.
g Fiscal year ending 30 September.
h 1968-1970.
i Fiscal year beginning 1 April.
j Year beginning in March.
k 1970-1974.
l Fiscal year ending 16 July.
m1971-1975.
nInform ation relates to only th a t p a r t of the countryform erly u n d e r th e a dm inistration of the Republic of South Viet-N am.
oThe regional averages of growth are weighted according to population size.
p 1970-1973.
Vertical bar denotes discontinuity.
Parentheses denote estimate.

Afghanistanb,c . . . .
Bangladeshe ,f .........................
Burmag ................................
C h i n a ................................
Democratic Kampucheab
Fijib ,e ......................................
Hong K o n g ..........................
Indiab , e , i ................................
Indonesia................................
Iranj ......................................
Lao PDRb
..........................
Malaysiae ................................
Nepall
................................
Pakistane , f ..........................
Papua New Guinea .
P h i l i p p i n e s ..........................
Republic of Korea
Singapore
..........................
Socialist Republic of Viet Namn
Solomon Islandsb
Sri Lankae ..........................
T h a ila n d ................................
Developing ESCAPo .
Australiaf
..........................
Japanb , i ................................
New Zealand
. . . .
Developed ESCAPo

C om pound
g ro w th rate
o f GDP
(1965-1970)

Table 1.
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least sustained at these levels through 1977. Two
important agricultural countries, Burma and Thailand, each grew by 6 per cent; in both countries this
represents an improvement on the two previous
years; in Burma this rate is the highest annual increase of the decade.

spectacular manner. In 1976/77, Japan’s economy
may still expected to achieve a growth rate of between 5 and 6 per cent, assisted by a modest injection of public funds. The Australian economy did
not enjoy the same leap forward as did that of
Japan in early 1976 and its recovery, as with that
of New Zealand, has been somewhat slower, though
perceptible.

18. Individual developing ESCAP countries, particularly in Southeast and East Asia depend quite
heavily for their pace of expansion on developments
in Japan. During the first half of 1976, the strong
upward trend of Japan’s business cycle was a major
factor in the rapid recovery of die economies of
the Republic of Korea, Malaysia, Singapore and
Hong Kong; during 1976, the value of imports into
Japan from its major trading partners among
developing ESCAP countries was up by more than
a quarter compared with 1975 and Southeast Asia
considerably improved its trade balance with Japan.

20. When the real growth performances of developing ESCAP countries are compared with projections
contained in the development plans that straddled
the 1975-1976 biennium, the results are quite favourable. Of the 12 countries represented in table 2,
half have succeeded in fulfilling the growth targets,
at least during the years so far completed, although
in some cases, the targets were below the 6 per cent
level established by the International Development
Strategy. In the other countries, some (e.g. Indonesia, Philippines and Thailand) have come close to
fulfilment and have nevertheless achieved real growth
over 6 per cent per annum during the respective
periods. Tentatively, it may be stated that ESCAP
developing countries in their most recent development plans, have been guided by pragmatism in
establishing growth targets.

19. At one stage in 1967, Japanese growth was appearing to stall ominously, but assessments were
partly based upon a failure of the economy to maintain the abnormally high rate of expansion recorded
in the first quarter of the year when consumer expenditure and exports had suddenly recovered in a

Table 2.

Pl a n n e d

SELECTED

C o u n tr y a n d p la n n u m b e r

A fg h a n is ta n

(IV )

C u r r e n t p la n p e r io d

1972/73-1976/77

a n d

GDP i n c r e a s e s
ESCAP C O U N T R I E S

a c t u a l

D E V E L O P IN G
P la n n e d
a n n u a l rate
o f GDP
g r o w th
( p e r c e n ta g e )

P e rfo rm a n ce d u r in g y e a rs o f p la n
( p e r c e n ta g e s )
1

5.0

2

3

4

3.8

3.5

9.0

10.7

(I)

1973/74-1977/78

5.5

12.1

0.5

B u rm a

(II)

1974/75-1977/78

4.5

4.8

6.0

In d ia

(V )

1974/75-1978/79

5.7

0.1

8.5

In d o n e s ia a

(II)

1974/75-1978/79

7.5

7.2

5.2

7.9

Ira n

(V )

1973/74-1977/78

25.9

33.4

41.6

(17.7)

(II)

1971-1975

6.5

8.2

6.6

12.3

( I II)

B a n g lad e sh

M alaysia

in

5.4
4.2
7.2
30.5
6.7

1976-1980

8.4

8.5

1975/76-1979/80

4.0-5.0

4.0

P a k is ta n

(I V )

1970-1975

6.5

0.1

P h ilip p in e s b

(I V )

1973/74-1976/77

7.0

8.7

4.9

6.6

6.4

R e p u b lic o f K o re a

( I II)

1972-1976

8.6

7.4

17.1

8.8

T h a ila n d

(III)

1972-1976

7.0

4.3

10.3

4.6

Sources:

5.4
7.6

(V )

N epal

5

A v e ra g e
p e rfo rm a n c e
( p e r c e n ta g e )
( yea rs
a v a ila b le)

3.5

7.4
8.5
4.0

0.9

7.0

N a tio n a l d e v e lo p m e n t p la n s o f listed c o u n trie s .
a P e rf o rm a n c e s c o rre s p o n d to c a le n d a r y e ars i.e. 1974 c o rre s p o n d s to y e a r 1 o f p la n .
b P e rf o rm a n c e c o rre s p o n d to c a le n d a r y e ars i.e. 1973 c o rre s p o n d s to y e ar 1 o f p la n .

5.6

1.7

3.0

8.8

14.6

11.3

5.5

6.2

6.1

6.6

I.

Over-all view of developments
B. DEMOGRAPHIC DEVELOPMENTS

21. The growth rates of population for a number
of countries of the ESCAP region during the period
1970-1975 are given in table 1.2 Compound growth
rates of GDP per capita, fell short of the Second
United Nations Development Decade target of 3.5
per cent in nearly all those countries that did not
meet the over-all economic growth rate level of 6
per cent. Exceptions were provided by two smaller
countries that were among those successful in restricting demographic growth to more moderate
levels: Hong Kong and Fiji. However, for much of
the developing ESCAP region, the growth in population continues at rapid rates, giving increasing
urgency to family planning programmes which have
been expanded and implemented vigorously.
22. Past declines in mortality rates are at the heart
of the rapid demographic expansion, which is continuing despite reductions in fertility rates.3 Data
for recent years indicate that since 1970, fertility
rates have also been declining not only in those
countries which experienced substantial fertility falls
in the 1960s, but also in most other countries where
fertility levels remained more or less unchanged in
the 1960s.
23. Registration statistics show that between 1970
and 1974 the crude birth rate declined from 37 to
33 per thousand in Brunei; from 29 to 27 in Sri
Lanka; from 20 to 19 in Hong Kong; from 23 to
20 in Singapore; and from 29 to 27 in the Republic
of Korea. In peninsular Malaysia the crude birth
rate recorded a decline from 40 in 1970 to 33 in
1974, while in India estimates indicate that the birth
rate declined from 38 in 1970 to 35 in 1974.
24. According to a 1973 survey, the average number
of children per woman in Indonesia declined from
6.4 in 1969/70 to 5.2 in 1971/72. While the actual
size of the reported decline — nearly 20 per cent in
two years — may be exaggerated, there seems little
doubt that fertility did decline. In Thailand surveys
conducted in 1969/70 and 1972/73 showed a 10
per cent decrease in the total marital fertility rate
from a projected completed family size of 9.6 to
8.6 children per woman aged 14-44 years. In the
Philippines, the preliminary results of the 1975 population census imply a growth rate of about 2.5 per
cent between 1970 and 1975 compared with rates
2 T he figures have been tabulated using the most recent population
data available from individual countries; where necessary they depend
on projections, particular in the case of countries which have not
undertaken national censuses for several years.
3 However, the decline in mortality rates has slowed down or
ceased, particularly in countries which previously experienced the
most marked falls in this index. Indeed in a few developing ESCAP
countries the rate has increased slightly in recent years, reflecting
changing age structure, as well as a deterioration in health and nutrition standards.

5
of 3.0 per cent for the 1960s. One study suggests
that between 1972 and 1974 in the Philippines the
total marital fertility rate declined in urban areas
from 11.2 to 10.0, and in the rural areas from 11.6
to 9.0.4
25. As of 1975, 19 out of 35 member and associate
member countries situated in the ESCAP region had
official population or family planning policies and
national family planning programmes. Another eight
countries had no stated policy but they supported
or permitted family planning activities. Almost 97
per cent of the region’s population live in these 27
countries. Family planning programmes (see table
3) were begun in most countries of the region in
the late 1960s, but it was only after 1970 that
sufficiently large amounts of funds and contraceptive supplies were made available for their implementation.6 Experience so far indicates that at least
five years are required for the programmes to be
properly organized (in terms of arranging funds,
recruiting and training staff, obtaining supplies etc.)
and even more time is usually necessary for programmes to reach full strength.6
26. An important aspect of the national family
planning programmes in the 1970s has been the
adoption of new contraceptive techniques to the
specific requirements of individual acceptors. Since
1972, a number of countries which once limited
their programmes to one or two methods expanded
the range of options open to acceptors by introducing other forms of already available contraceptive
technology.7 A more liberal attitude towards abortion has been adopted in many countries of the
region.8
27. In addition to the adoption of new contraceptive technology, there has been the introduction of
various alternative delivery systems, especially for
4 Reported in I.R.T. Ravenholt and J. W. Brackett, “Impact of
family planning programmes on fertility in developing countries” ,
paper presented at the annual meeting of the Population Association
of America, Montreal, April 1976.
5 D uring the five year period 1970-1975, ESCAP countries have
budgeted approximately $US 1,058 million from their domestic and
external resources for their national family planning programmes, i.e.,
roughly US 70 cents per capita for the five years.
6 For instance, the Indonesian programm e was begun in 1968 with
a total of $US 345,000 in domestic and international funds. In 1969
and 1970, more than |U S 2 million was allotted for each year. For
1971, the funding amounted to nearly $US 9 million and by 1975 the
total figure reached above $US 26 million. T he quantity of oral
contraceptives delivered to Indonesia followed a similar pattern of
increase, rising from 191,000 cycles in 1968 to 25.5 million in 1975,
with the greatest increment occurring in 1973.
7 For example, starting in 1973, three of the most populous countries in this region — India, Pakistan and Bangladesh — introduced
oral contraceptives into their national family planning programmes.
8 In addition to China and Japan, during the past few years three
countries have liberalized their abortion laws: Singapore (1969),
India (1971) and the Republic of Korea (1973). Iran and Bangladesh have now under consideration the liberalization of abortion
legislation.
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Table

3.

D e m o g r a p h ic t a r g e t s o f n a t io n a l

F A M IL Y
IN

P L A N N IN G

PROGRAM M ES

SELEC TED C O U N T R IE S O F T H E

C o u n tr y

lte m b

ESCAP

R E G IO N a
L e v e lc

B a n g l a d e s h ..................................

RNI

I n d i a ...............................................

CBR and RNI

From an estimated 39 in 1968 to 30 by 1979
and to attain an annual grow th rate of 1.37 per
cent by 1986

In d o n e sia ........................................

CBR

Reduce to 50 per cent of the current level by
the year 2000

I r a n ...............................................

RNI

From 3 per cent in 1967 to 1 per cent (by
around 1995)

M a la y s ia ........................................

RNI

Decrease to 2 per cent by 1985

N e p a l ...............................................

CBR

From 42 in 1975 to 38 in 1979

P a k i s t a n ........................................

CBR

From 41 to 43 in 1970 to 33.2 in 1975 and to
25.0 by 1985

P h i l i p p i n e s ..................................

CBR

From an estimated 43.2 in 1970 to 35.9 in
1977

Republic of Korea

.

.

.

.

From 3.0 per cent to 2.8 per cent by 1978

RNI

From 1.7 per cent to 1.3 per cent by 1981

S i n g a p o r e ..................................

CBR

From 32 in 1964 to 20 in 1970 and to 18 by
1975 (to achieve replacement level by 1980)

T h a i l a n d ........................................

RNI

To 2.5 per cent by 1976 and 2.0 per cent by
1981

CBR

From an estimated 41 in 1972 to 33 in 1976

a B ased o n t h e c o u n t r y s t a t e m e n t s m a d e a t t h e E S C A P R e g io n a l P o s t - W o r l d P o p u l a t i o n C o n ference Consultation meeting, Bangkok, January 1975, and updated from Dorothy N ortm an,
"Population and family planning programmes: a factbook” , Reports on Population/ Family
Planning (N ew Y ork), No. 2 (7th edition), October 1975.
b CBR = crude birth rate; RNI = rate of natural increase.
c Targets as of 1975, unless otherwise specified.

th e r u r a l p o p u l a t i o n , a n d e d u c a t i o n a l a n d m o t i v a tional measures such as intensive educational campaigns and incentive schemes. Since a majority of
the population inhabit rural areas, there have been
in many countries notable increases in programmes
to extend and strengthen family planning services
in rural areas. Further, economic incentives or disincentives have been used as motivational devices to
strengthen family planning policies and programmes.9
28. The recent fertility experience of developing
countries in the ESCAP region suggest that family
planning programmes when vigorously implemented
have had a role in reducing fertility rates even
before countries have achieved a satisfactory level of
9
For instance, in India, Pakistan, the Republic of Korea and a few
other countries, monetary payments are offered to acceptors to compensate for the loss of earnings resulting from a vasectomy operation
or the side effects of their methods. In Singapore, the disincentives
include limitation of income tax relief to the first three children,
restriction of paid maternity leave to the first two pregnancies, an
increase in child birth costs after the first two deliveries and priority
to small families in the allocation of public housing. In the Republic
of Korea, revisions have been effected to the income tax structure
whereby families may receive deductions for up to three children,
while in Malaysia, paid maternity leave to female employees has been
withdraw n for pregnancies beyond the third.

economic development.10 In most of these countries,
a revolutionary increase in the availability of effective means of fertility control has occurred, although
all effective means are not yet made fully available.
(It may also be noted that documentation of the
efficiency of family planning is hampered in most
countries by lack of accurate and complete data.)
29. Against some underniable progress, however, are
ranged the demographic pressures exerted by changes
in population structure. First, there have been
changes in the sex composition of the population.
In the past, the masculinity ratios, or the number of
males per 100 females, in these countries have been
10
Studies indicate that in those countries where there are strong
and extensive family planning efforts and easy availability of contraceptive services and information, the acceptance rates tend to be
higher.For instance, the num ber of acceptors is highly correlated with
m anpower input as estimated by the num ber of personnel-years family
planning workers deployed in the programme. See Bernard Berelson,
“T he present state of family planning program m es”, Studies in Family
Planning (N ew Y ork), No. 57, September 1970. Regarding the
extent to which program m e acceptors have contributed to fertility
reduction, studies indicate that the levels of acceptance and continued
use of contraceptives are highly correlated with the reductions in the
crude birth rate. See Potter and Rao, “ Future family planning
impact: method and data requirem ent” , paper presented to the Second
Asian Population Conference, Tokyo, 1972.
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I. Over-all view of developments
high. With the drastic fall in crude death rates
during the period since the Second World War, there
have also been substantial declines in female mortality in most of these countries, resulting in an
increase in the proportion of women in the total
population of most countries11 over the years, which
is significant in the case of women in the reproductive ages.
30. Secondly, high fertility and declining mortality
have resulted in a changing age-composition of the
population in most ESCAP countries, the younger
age groups expanding faster than the older ones
(see table 4). For the ESCAP region as a whole,
children below 15 years constitute about 40 per cent
of the total population (compared with about 25
per cent in Europe, 27 per cent in North America
and 23 per cent in the USSR). A heavy concentration of population in the very young and dependent ages has economic and demographic implications for, for instance, the size of the labour force
and the future natural rate of increase in population.

Table 4.

32. The rapid increase in the urban population of
the ESCAP countries has been due to three factors:
(a) natural increase of the urban population itself;
(b) inclusion of new areas as urban in successive
censuses and (c) rural to urban migration. Though
the level of urbanization in the ESCAP region is
low, its share of the world’s urban population is
nevertheless higher than that of any other area because of its large total population. With further
substantial increases in the population of rural areas
in the coming years, it is anticipated that there will
be a still larger exodus to the urban areas. Estimates indicate that during the next 25 years, migration from rural areas alone would account for a
net addition of about 600 million to the population
of urban centres in the ESCAP region, from the
estimated 561 million in 1975 to 669 million by
1980 and to 1,375 million in 2000. Such prospects
provide still another challenge to development planners and policy makers in the region.
11 In some countries like India, female mortality is still very high
and the proportion of males to females has over the years been increasing rather than decreasing.
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1973
1975

.

I n d i a ...........................
Indonesia
I r a n ...........................
Japan ...........................

1974
1971

Malaysia (peninsular)

1971
1974
1973

N e p a l...........................
Philippines
Republic of Korea

1971
1975
1972

Singapore
Sri Lanka
Thailand .

1974
1971
1970

Source:

.

.
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COU NTRIES
P ercen tag e o f to ta l p o p u la tio n on
th e a g e-group

Year

Brunei
. . .
H ong Kong .

0-14

15-64

65 a n d o ver

42.8
31.4
40.1

54.0
63.1

44.0
47.1
24.4

53.5
49.7

3.1
5.5
3.2
2.5
3.1

56.7

67.9
53.8
56.5
53.9

42.7
40.4
43.2
39.9
34.3
41.9

56.7
61.9
54.5

45.1

51.7

7.7
3.4
3.1
2.8
3.4
3.8
3.6
3.2

United Nations Demographic Yearbook. 1975 (Sales
No. E /F.76.X III.1).

Table 5.
31. Thirdly, the most conspicuous feature of the
accelerated growth in ESCAP’s population is the
rate of urbanization. Estimates indicate that
whereas the total ESCAP population increased at an
average annual rate of 2.04 per cent between 1950
and 1975, the urban population increased by about
3 per cent. This rate has, however, varied from
country to country (see table 5).

Pe
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g r o w t h

POPULATION , SELECTED

o f

t o t a l

a n d

u r ba n

ESCAP COUNTRIES
R ate o f g r o w th o f p o p u la tio n

C o u n try

Burma
India . .
Indonesia

.

P eriod

1953-1973
1961-1971
1961-1971

.

Nepal . . . .
Philippines
Republic of Korea

1961-1971
1960-1970
1949-1955
1955-1960
1960-1966
1966-1970
1949-1970

Sri Lanka

Thailand .
Source:

1946-1953
1953-1963
1963-1971
1960-1970

T o ta l

U rban

2.09

4.36

2.24

3.29

2.02

3.76
3.70
4.01

2.30
3.01
1.08
2.91
2.68
1.90

5.89
7.23

2.13
2.84

6.02
2.77

2.65

4.88
4.23
3.35

2.20

2.76

5.92
5.36

ESCAP, Population Division.

C. GROWTH IN AGRICULTURE
1. Production trends
33. The experience in the first half of the Second
United Nations Development Decade in agriculture
in the ESCAP region has been one of disappointment. The expectations built on the success of the
“green revolution” in many countries in the region
during the last three or four years of the First United
Nations Development Decade were not fulfilled.
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34. Over-all growth of the sector fell short of the
4 per cent target established for the Second United
Nations Development Decade in all countries except
Iran, Malaysia and the Republic of Korea, while
Indonesia was the only other country to come close
to achieving this target (see table 6). The rates of
growth in agriculture in the early years of the
decade were generally lower than during the First
United Nations Development Decade, exceptions
being Indonesia and the Republic of Korea,
although it must not be ignored that in a few instances output was reduced by design (e.g., Malaysia
in 1975, when rubber and timber production were
kept down to maintain stable prices).

1970-1976 was on the whole no better than 10 to
15 years previously (see table 7). These included
countries with large populations such as Bangladesh
and India as well as a number of other countries
such as Afghanistan, Burma, Democratic Kampuchea, Nepal and Sri Lanka. Among those countries
showing an increase in per capita terms, peninsular
Malaysia did outstandingly well in raising agricultural yields.
36. In food production per capita, most countries
had advanced beyond the 1961-1965 average by
1976; only two, however — peninsular Malaysia and
the Philippines — recorded significant gains within
the present decade. In some countries, the combination of low food production, low import capa-

35. There were several countries moreover, in which
the per capita output of agriculture in the years

Table 6.
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a t e s

o f

g r o w t h
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s
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C om pound annual
ra te o f g r o w th
1961-1970

B u r m a ..................................

1970 pv

F i j i ........................................
I n d i a ........................................
In d o n e sia ..................................

1968 pv
1960/61 fc
1960 mp

M a la y s ia .................................
I r a n ........................................
Lao P D R .................................
P a k i s t a n ..................................

1970 prices
1959 fc

P h i l i p p i n e s ...........................
Republic of Korea .
Sri L a n k a ...........................
T h a i l a n d ..................................
Sources:

Note:

1968 prices
1959/60 fc
1967 fc
1970 mp
1959 fc
1962 mp

1970-1975

1.8“
2.3c
1.7
2.7

2.5b
—0.4b
0.1
3.9b
5.9

4.4
1.0

4.0

5.6e
4.1
3.7
3.0
6.0

0.3f
2.6
4.4
1.1
4.3

P e rc e n ta g e c h a n g e o v e r p r e v io u s year
1971

1972

1973

7.4
—4.1

1.8
—0.8
— 1.3
2.1

—7.4

9.2

6.3
—7.6
5.6
14.2

—3.5

0.5

7.8

-3 .8

6.4
3.7
5.5
—6.7
0.0

2.8
9.0
—0.5

—3.1
0.1
3.3
—2.8

3.5
1.0
1.7
5.0

5.7
0.5
1.7
7.7
3.6
2.6

5.4

0.8

10.6

1974

(4.1)
6.4
5.9
1.3
0.5
5.8
5.0
2.1

1975
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1976

(7.3)
8.0

1.1
6.8
—2.0
4.1
7.1
1.2
4.5

4.0
7.1

3.2g

United Nations, Yearbook, of National Accounts Statistics.
M onthly Statistics of Korea, January 1976.
T he Bank of Korea, Economic Statistics Yearbook. 1976.
Statistical Pocket Book of Indonesia, 1970 and 1971.
M onthly Statistical Bulletin of Indonesia, September 1975.
Bank Markazi Iran, Bureau of National Accounts, National Income of Iran 1338-1350 (1959-1972), Mordad 1353.
Bank Markazi Iran, A nnual Report and Balance Sheet 1351 and 1353.
Government of Pakistan, M onthly Statistical Bulletin, April 1972, July and August 1975; Pakistan Economic Survey 1975-1976,
(Islamabad, 1976).
Central Bank of Ceylon, A nnual Report, 1970, 1974, 1975.
Fiji Current Economic Statistics, January 1975.
Philippines, The Statistical Reporter (M anila), April-June 1969.
NEDA, Statistical Yearbook, 1974.
Government of Thailand, National Income of Thailand 1969-1970; 1976 (Office of the National Economic and Social Developm ent Board), Bangkok, 1976.
Government of India, National Accounts Statistics 1969J70-1972/73; Economic Survey 1975-1976.
T h e National Incom e of Laos, 1968-1972, preliminary estimates.
Central Bank of the Philippines, Forty-seventh A nnual Report 1975 (Manila, 1976).
Third Malaysia Plan 1976-1980 (Kuala Lum pur, 1976).
Parentheses denote an estimate, pv — producer’s value, fc — factor cost, mp — m arket prices.
a 1963-1970.
b 1970-1974.
c 1968-1970.
d 1970-1972.
e 1969/70-1974/75.
f Pakistan and Bangladesh.
g Estimated.
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cities and depleted world stocks12 must have resulted
in the diminuation of total food supplies in the
mid-1970s as compared with a decade earlier.13
Production of rice — the staple agricultural commodity in the ESCAP region — had progressed rather
little by 1975 as compared with the early 1960s. In
Bangladesh, Burma, Democratic Kampuchea, Nepal,
the Socialist Republic of Viet Nam and Sri Lanka
domestic rice output had increased by less than a
quarter over the whole period of production in 1975
as compared with the 1960-1965 average. Wheat
and maize did somewhat better in the major producing countries over this period, but in India the
levels of both in 1975 were below those of three
years earlier. In Indonesia, the output of maize in
1975 and 1976 was below the average level during
the period 1961-1965.
37. In 1976, the foodgrain production situation certainly improved in several countries, while none
suffered sharp falls in output of these three major
crops. In India, wheat tonnage is estimated to have
risen by over 11 per cent, in Iran, both wheat and
rice increased to record levels; rice production in
Democratic Kampuchea has recovered from the low
levels recorded throughout the decade; rice production in the Republic of Korea rose 10 per cent and
in peninsular Malaysia, the Philippines and Sri
Lanka by more than 7 per cent; in Pakistan, wheat
production rose by over 9 per cent.
38. There are four non-food agricultural products
for which the ESCAP region as a whole produces
the bulk of the world output: coconut, jute and
jute-like fibres, rubber and tea. Among the four
commodities, tea and jute are sold in markets which
are expanding very slowly or declining. Tea output
in India has been increasing while in Sri Lanka it
has remained virtually static. In the case of jute,
output either declined or remained static. In contrast, natural rubber output has gone up in India,
Malaysia and Thailand, although in Indonesia and
Sri Lanka it has not shown much growth. There
has been an increase in the output of coconuts in
most countries, but they exclude Fiji, Indonesia,
peninsular Malaysia and Sri Lanka. In Malaysia,
however, the output of palm oil has expanded nearly
25 per cent per annum during the period 1970-1975.
39. Diversification of agricultural production was a
clearly observable feature in most countries in the
12 Total cereal stocks as a proportion of world consumption fell
from 19 per cent in 1971/72 to 12 per cent in 1974/75, recovering
slightly the following year to 13 per cent. FAO estimates, however,
that in 1976/77 stocks of wheat and coarse grains will rise quite
significantly.
13 In Sri Lanka for example, the availability of all foodgrains fell
from 1,901,000 tons in 1970 to 1,738,000 tons in 1974 and the supply
of sugar fell from 23.4 kg per person per year in 1971 to 4.6 kg in
1974.

region. Apart from the attempts at developing
fisheries and livestock, there were several successful
attempts at diversifying crop agriculture itself. In
some instances these policies were reactions to conditions imposed from outside such as a freeze in
import capacity. Perhaps, the clearest example is
Sri Lanka, where there was a rapid growth in output
of vegetables in the early years of the decade as a
consequence of a contraction in imports of these
items. There was a further upsurge in the output
of tubers and other substitutes for the staple food,
rice, when its supply fell considerably in 1973. In
several other countries new crops were introduced
more as a matter of deliberate policy. Cases in
point are the oil palm in Malaysia, maize in Thailand and rice in Fiji. In all these instances, the
new crops have provided a force of strength to the
agricultural sector.
40. The performance of Asian agriculture must be
viewed in the light of the adverse circumstances that
have prevailed during the current decade. The early
years witnessed a high incidence of flooding, drought,
disease and typhoon and climatic conditions generally took their toll on agricultural production. Then,
in the wake of the oil price rises, many countries
were forced to cut back drastically on purchases of
fertilizers.
41. It is the relative absence of such adversity that
has contributed to much improved crop out-turns in
1975/76 and 1976/77. However, FAO remains generally pessimistic regarding future cereals deficits in
developing ESCAP countries. By 1985, it is estimated that the domestic production shortfall in cereals,
as a proportion of consumption, will be 11 per cent
in India, 17 per cent in the Philippines, 30 per cent
in Bangladesh, 35 per cent in Iran, 38 per cent in
Sri Lanka and 41 per cent in the Republic of Korea.
42. Asian agriculture still seeks a springboard for
future rapid expansion, particularly of food crops.
The accumulation of stocks is one means of tiding
over supplies to provide for lean years14 but such
measures do not supplant the need for more fundamental changes.
43. Malaysia has pursued an active policy of land
development and settlement under the Federal Land
Development Authority and its allied agencies.
During 1971-1975 it was planned to open up more
than 1 million acres for cultivation. The countries
of the Indo-Chinese peninsula have substantial agri14 In India, two years of good harvests have enabled the country to
build up foodgrains stocks of about 20 million tons, m uch higher than
ever before. T he Government has chosen to continue food imports
— at a time when foreign reserves are at a high level — in order to
facilitate the stock-building process and now the m axim um levels that
can be securely stored have been reached.
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Bangladesh, considerable progress was made up to
1973/74 although there is still much scope for extension. HYV rice penetration has reached comparatively high levels in the Philippines, Sri Lanka,
Indonesia and Pakistan, but in the latest year of
data, the further spread was limited. There continues to be an urgent need for research in appropriate varieties for monsoon rice and cash crops and
the dissemination and quality control of improved
seeds. The introduction and spread of HYVs have
led to increasing mechanization. Of the over-all
impact of such mechanization on displacement of
labour, only an indeterminate picture is available.
There has however been widespread recognition of
the need for selective mechanization.

cultural areas which need costly rehabilitation.
During the Fourth Plan period, in China, there are
reports of substantial increments to cultivable land.15
With the limit to expansion of land in many countries, attempts have been made to increase the intensity of land use. Two or more crops a year are
being grown during the year in place of one, there
is more intercropping, cattle are being raised on
land with a standing crop (such as coconut) and
mixed farming is being practised; in various ways
the productivity of land is being increased.
44. The use of high-yielding varieties (HYV) is one
area where progress has slowed significantly since
the beginning of the decade (see table 8) although
gradually wider use is being made of new varieties.16
By 1974/75, wheat HYV had spread to some 62
per cent of the sown area in South and East Asia,
while the penetration in rice was lower: 26 per cent.
In Nepal, HYV penetration in wheat has continued
to grow steadily, reaching high levels, while in

45. During the first half of te decade several countries in the region undertook important additions to
their irrigation supply capacity. There continued
to be substantial tapping of ground-water supplies
and expansion and renovation of minor irrigation
channels; however, the increase in oil prices adversely affected programmes like tube-well expansion. There is growing recognition of the need to
exploit more fully the potential created by the headworks through greater attention to water management and the removal of socio-economic factors inhibiting such exploitation.

15 It has been reported (Peking Review, 2 April 1976) that, during
1975/76, 2.0 million hectares were added to irrigated and improved
land.
16
Data as given in Dana G. Dalrymple: “Development and spread
of high yielding varieties of wheat and rice in the less developed
nations” (m im eo.), August 1976. They cover dw arf and semi-dwarf
fertilizer-responsive varieties developed by CIMMYT, Mexico and
IRRI, the Philippines and direct descendants of these varieties developed in national breeding programmes.
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N e p a l ........................................
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4.2
5.2
1.9
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7.2
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38.0

7.6
30.1
33.5
43.0

11.3
35.9
43.0
52.3

11.8
41.1
52.3
56.7

17.7
51.4
65.6
56.5

23.1
57.4
75.5
59.0

23.4
61.7
84.9
62.5a
61.7

—

0.7
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2.6

4.6

4.9

2.9
11.3
10.4

11.0

6.7
3.6
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3.3
7.3
2.4
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5.1
25.6
36.6
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6.4
29.9
40.3

6.0
30.9
5.8
36.6
50.3

3.3
35.8
6.3
50.0
56.3

19.9
4.6
0.4

25.9

5.5
37.1
14.8
43.7
54.0
15.6
32.1
33.2
4.2

36.7
17.1
42.1
63.4
11.7
31.1
64.5
5.0

2.5
—

10.0

14.7
—

2.7

—

0.2

20.6

0.3
21.2
—

0.3

0.2

20.1

3.7
19.8
30.4a

26.4
4.4
29.9
43.5

1.6
1.0

8.3
3.9

_

2.6

14.6

0.2

10.6

1.3

4.2
23.2

1974/75
( p r e lim in a r y )

18.6
40.3
64.0
25.5
29.9*
52.8
5.5
26.4

”

Dana G. Dalrymple, “Development and spread of high yielding varieties of w heat and rice in the less developed nations (m im eo),
August 1976.
a Based on unofficial estimates of HYV area.
b Information relates to only that part of the country formerly under the administration of the Republic of South Viet-Nam.
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46. From the beginning of the decade, inorganic
fertilizer consumption increased rapidly in several
developing ESCAP countries, not only among more
intensive users — such as Malaysia and the Republic
of Korea — but also low ones — such as Afghanistan, India, Indonesia, Iran, Nepal and Pakistan. In
1974/75, however, consumption in the ESCAP region failed to increase for the first time in 10 years.
Mainly, this was due to a decline in consumption
among major agricultural countries such as China
(slightly), India ( —8.7 per cent) and even Japan
( —8.4 per cent). However, consumption did increase quite significantly in Indonesia, Iran, Malaysia, the Republic of Korea, Sri Lanka and Thailand.
47. Credit to agriculturalists, particularly small
farmers, continues to be dependent on the informal
as well as on the formal markets as credit supplies
in the formal market often serve only a limited range
of requirements. In general, commercial banks have
not proved a successful means in spite of special
assistance and encouragement by some governments
and of central bank guidance and, in some South
Asian countries, nationalization. Many countries
have used co-operative societies as distributors of
credit, running them as multipurpose institutions;
however, in spite of various reforms, they continue
to serve the interests of the rural elite.
48. The volatility of price movements of agricultural commodities in recent years has brought forth
various policy reactions from governments. On the
domestic front these included a rise in support or
procurement prices to compensate for the rise in the
production costs or to encourage higher procurements in the face of import restrictions; government
prices for rice increased substantially in India,
Pakistan, Bangladesh and Burma in 1974/75 and
in India and Burma in 1975/76, while the rises were
modest in Indonesia, the Philippines and Sri Lanka
in both years. On the other hand, in the case of
rice in Thailand, where it is also a major export
item, domestic prices have been kept down and
supplies diverted to the home market through taxes
on exports.
49. The basic rural institution is the ownership pattern of land itself, and it has come to be recognized
in many countries that inequitable land distribution,
apart from being socially undesirable, is also uneconomic. Where improved technology and inputs
are channelled to the larger farmers — by virtue of
their ability to pay and greater weight within a rural
community — resources may be less effectively used
(e.g. yields per hectare are often lower).17 More17 See evidence for Sri Lanka, Thailand and Indonesia in Keith
Griffin, T he Political Economy of Agrarian Change (London, Macmillan, 1974), pp. 37-45. Commonly, output per hectare and output per quantity of technical input (e.g. fertilizers and pesticides) are
lower on larger farm-holdings; productivity (output per m an) may
be lower too.

over, the surpluses generated by larger farmers are
more likely to be diverted away from the agricultural sector, thus draining it of investment resources.
50. In the ESCAP region, there have been several
attempts at reducing the disparities in the distribution of the ownership of land. Bangladesh enacted
land reform legislation in 1972, although success in
implementing these measures has been reportedly
low.18 India has attempted to enforce, with greater
vigour, the land reform measures which have been
enacted for some time, and it is probable that more
has been achieved since 1975 than during many
years previously. In Pakistan 2.8 million acres have
been taken over by the Government under the Land
Reform Laws of 1973 and 1.3 million acres had been
distributed among the landless19 up to 30 April 1976.
In the Philippines, in 1972, tenants on rice and
maize lands were legally deemed to be owners; this
measure would affect nearly 1 million tenants and
1.5 million hectares.20 Far-reaching changes have
been brought about in Sri Lanka under the Land
Reform Laws of 1972 and 1975, whereby a substantial proportion of the cultivated land has been
distributed among the landless, another part assigned
to group or co-operative farms and still another
managed as State enterprises.21 In Thailand, the
Land Reform Bill for agriculture was passed in
early 1975. In addition, there have been attempts
in several countries to regulate the relations between
landlord and tenant, without interfering with the
ownership pattern.
2. Nutrition
51. Until 1975, the failure of domestic food production in many countries to increase faster than population growth, combined with declining food aid and
import capacities due to balance of payments difficulties, has meant that little progress has been made
in the developing ESCAP region towards raising
nutritional intake above persistently low average
levels. Increased harvest out-turns in 1976 will have
brought about some small improvement, especially
in the more populous countries, but nutrition remains one aspect of economic development’s race
against time where there is little cause for optimism.
52. Only in a very few developing ESCAP countries
to average nutritional levels comfortably exceed
18 I. N. Mukerji, “Agrarian reforms in Bangladesh”, Asian Survey,
vol. XVI, No. 5, May 1976.
19 Pakistan Economic Survey, 1975/76 (Islamabad, Finance Division, 1976), p. 30.
20 For progress in implementing this law see, R. J. Cheetham and
E. K. Hawkins, T he Philippines, Priorities and Prospects for Developm ent (W ashington, D.C., IBRD, 1976), pp. 477 et seq.
21 Central Bank of Ceylon, A nnual Report, 1974,1975.
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minimum health requirements: the Republic of
Korea is an example. In many countries, calorie
intake per capita had barely progressed, or was
even lower in 1974 compared with the first half of
the 1960s; this was true of India, Bangladesh, Nepal,
the Philippines and Sri Lanka.
53. However, there is great danger attached to
gauging nutritional levels from date of national
averages. Because of the highly skewed distribution
of available supplies of food within many of the
developing ESCAP countries, significantly more than
half the population receive less than the amounts
indicated as national averages of food intake, which
themselves often fell short of estimates of minimum
required levels.
54. These developments have underlined the urgency
of raising domestic food production and of ensuring
that distribution of available food supplies within
countries is not dictated by criteria of ability to
pay for, or even ability to grow, food. Also there
is perhaps scope for ESCAP countries to examine
carefully the means by which nutritional needs may
be satisfied through the consumption of a broader
range of locally grown commodities, of which tubers
and dark-green leafy vegetables are only two
examples.
D. GROWTH IN MANUFACTURING
55. Viewed against the background of the 1960s,
the growth of manufacturing output in the developing
ESCAP economies appears to have accelerated
modestly during the first half of the 1970s. This
pattern resembles that of developing market economies generally, but contrasts with the performance
of developed market economies.
56. Despite the broadly favourable performance of
the key industrial sectors in developing ESCAP
economies, there have been wide variations in the
performance of the manufacturing industry from
country to country. The reasons for the variations
in patterns are diverse, as might be anticipated given
the considerable economic diversity among the
developing countries in the region. Summary data
have been assembled in table 9 in order to display
both the broad patterns and the inter-country variations.
57. As a point of reference, the target growth rate
for industrial production stipulated in the International Development Strategy for the Second United
Nations Development Decade was set at 8 per cent
per annum. Since the announcement of this target,
the Lima Declaration of 1975 adopted by the Second
General Conference of UNIDO has expressed cor-
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responding targets in terms of shares of world industrial output. The Lima Declaration has sighted
upon an ambitious one-fourth of world industrial
output by the turn of the twentieth century.
58. The annual rates of change in manufacturing
production in individual ESCAP countries show that
in several countries during the 1960s, manufacturing
sectors expanded at very high rates. For the countries for which data are available for the first half
of the 1970s, lower rates of manufacturing growth
are typical. However, the period 1970-1973 appears
to be one of accelerated growth in manufacturing
for a majority of the countries. The impact of the
world-wide depression is visible in 1974 and 1975
in about half of the economies for which it has
been possible to obtain information.
59. There has been considerable variation from
country to country in the impact on the manufacturing sector of the international recession. Countries which depend on primary products exports were
generally strongly affected by the downturn, especially perhaps because it followed in the wake of
an explosive commodities boom. The impact on the
manufacturing sectors in these countries was largely
indirect; direct effects stemmed mainly from sharply rising costs of manufacturing inputs.
Others
which depend more importantly upon the export of
manufactures seem by and large to have suffered
rather mildly. Still others, such as India and Pakistan, for which exports do not contribute heavily to
GDP have suffered the ill effects of rising costs of
investment goods and the increased prices of petroleum products.
60. Although few countries survived 1975 unscathed, by mid-1976 industrial recovery was well under
way in several, despite the slow pace of revival of
the industrial countries outside the region. As the
Indian economy began to recover in 1975, with the
record harvest in foodgrains, industrial production
began to improve and by mid-1976 a rapid upswing
was under way. Power shortages had begun to be
relieved, exports of engineering and other products
rose significantly while labour unrest diminished. In
Pakistan, the monsoons brought near-record harvests
with the exception of cotton, a major industrial
input. Recovery of textile mill production from a
recession brought on by the decline in world market
demand for cotton fabrics and in their prices, remained slow. Performance of most other industries
improved considerably as the production index reveals.
61. In both India and Pakistan, measures were
taken by the government to support the recovery.
Particularly in India, monetary and fiscal management brought price stability, while in Pakistan, the
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Sources:

U nited Nations M onthly Bulletin o f Statistics, October 1976; U nited Nations Yearbook o f N ational Accounts Statistics,
1974; National sources.
Notes:
Annual percentage changes in indexes of m anufacturing production, with exceptions as indicated. Italicized figures
are unofficial estimates.
a Estimated from 1970 value-added by m anufacturing converted to a common currency.
b 1968-1970.
c East and west wings before 1970.
d Three quarters.
e 1966-1970.
f Four quarters.
g Gross value of output at constant prices.
h 1964-1970.
i Value-added at constant prices.
j 1963-1970.
k Includes m ining and m anufacturing; excludes petroleum.
l Data from central planning authority.
m 1965-1970.
n Preliminary, whole year.
° Broken series.
p 1970-1972.

rate of inflation was reduced to one-digit levels.
Government and private savings began to increase
and with them industrial investment began to recover in 1975/76. Stabilization of prices in Bangladesh was also conducive to improvement in industrial activity. Though exports of raw jute and jute
manufactures increased in value as world markets
were restored, recovery in other industries was generally slow or wanting.
62. Recovery of the industrial sectors of the ASEAN
economies, while far from uniform, was fairly general in 1976. After zero growth in 1975, industrial
production in Malaysia appears to have advanced
at unprecedented rates during the first half of 1976.
Manufacturing growth in Thailand accelerated
modestly in successive years to 1976, while Singapore
reversed the decline of 1975 and the Philippines
recovered from two years of industrial decline.
Partial returns from Indonesia show gains in manufacturing output over a broad array of industries

in 1975/76. W hile in d u stry in Indon esia is p re dominantly geared to home-market demand, recovery of manufactured exports shared importantly
in the nascent upswing in the other ASEAN countries. Hong Kong’s manufacturing recovery in
1975/76 was predictably based on improved exports.
Manufacturing performance in the Republic of Korea
can scarcely be said to have suffered from the recession; the growth rate of manufacturing production
fell from near 30 per cent in 1974 to a mere 17
per cent in 1975, recovering to 29 per cent in the
first half of 1976.
1. Manufacturing and structural change
63. The rapid rates of manufacturing growth which
have occurred in many countries in the region over
the past decade or more reflect a part of a symbiotic process. Other commodity-production sectors
have developed concomitantly, some of them for
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longer or shorter periods at rates exceeding those of
manufacturing, Rates of growth in the output of
the mining, construction and utilities industries have
not infrequently been higher than those in manufacturing. Where manufacturing production has
grown rapidly, it has usually displayed the characteristics of a leading sector, from which growth
impulses emanate, stimulating growth elsewhere in
the economy. Cause and effect are interwoven in
this process of cumulative causation.

ficant changes in the share of manufacturing have
taken place.22 In a few instances the change is
negative: for India in the period 1965-1970, and for
Pakistan, Sri Lanka and Burma in the period since
1970.
65. Clearly, neither sub-period is sufficiently long
to permit much in the way of meaningful structural
change; some of the recorded changes may be
ephemeral. Except for Malaysia and Pakistan, for
which the geographical coverage differs between the
two periods, the comparison of the manufacturing
shares of GDP is more appropriately made over the
whole 10-year period. Rapid rates of manufacturing
growth have produced marked changes in several
economies. As the countries have been listed in
descending order of the rate of manufacturing growth
in the 1965-1970 period, the larger changes in the
manufacturing share of GDP tend to cluster at the
top of the list.

64. Structural change may be variously measured;
the most accessible measure is to compare the shares
of the several sectors over a time period sufficient
to permit meaningful differences in sectoral structure to emerge from the growth process. Generally
a period less than a decade is likely to be insufficient
to permit substantive changes in economic structure.
However, when growth rates are relatively high, this
rule-of-thumb may perhaps be applied fairly flexibly.
Table 10 presents the share of manufacturing in
gross domestic product at three points of time:
1965, 1970 and 1975. In most of the economies
listed in the table, what would appear to be signiTable 10.
E C O N O M IE S :
TO

GROW TH

OF

S ELECTED

22 It may be noted that these shares are reckoned from value added
data at constant prices. T he percentage shares will therefore not often
be precisely the same as the corresponding ratios in data at current
prices.

ESCAP DEVELOPING

C O N T R IB U T IO N

TOTAL

REAL

G ro w th rates
( p e rce n ta g e p e r a n n u m )

Republic of Korea
Singapore

.

.

.

.

I r a n .................................
T h a i l a n d ...........................
Malaysiab

.

.

.

.

Pakistanc ...........................
Sri Lanka

.

.

.

.

Indonesiad

.

.

.

.

Philippinesd .

.

.

.

Indiae

...........................

Burmaf

...........................

Sources:
Notes:

Mfg
GDPfc
Mfg
GDPmp
Mfga
GDPfc
Mfg
GDPfc
Mf g
GDPfc
Mfg
GDPfc
Mf g
GDPfc
Mf g
GDPfc
Mf g
GDPfc
Mfg
NDPfc
Mfg
GDPfc

OF

M A N U F A C T U R IN G

PRO D U CT,

1965-1970 AND 1970-1975

Share o f m a n u fa c tu r in g in GDP
( p e rce n ta g e )

Share o f m a n u fa c tu r in g
in G D P g r o w th
( p e r c e n ta g e )

1965-1970

1970-1975

1965

1970

1975

1965-1970

1970-1975

21.3
10.6
19.7
12.9
13.4
11.1
10.8
8.7
9. 9
5.5
7.8
5.1
7.3
5.3
7. 2
5.8
6.8
4.6
3.5
4.6
2.8
1.8

18.6
9.6
10.6
9.5
17.0
8.8
9.9
6.4
10.9
7.4
2.4
3.3
1.9
2.7
10.8
7.7
7.2
5.3
3.1
2.0
0.9
2.6

12.0

19.1

28.4

29.9

44.4

15.3

20.5

21.5

26.8

23.2

12.4

13.8

19.8

15.6

31.2

15.5

17.1

20.1

20.0

28.5

14.3

20.4

19.3

15.3

17.0

11.4

12.4

12.8
12.2
12.1
16.0
13.6

13.1

17.9

9.5

8.4

9.3

10.5

10.6

13.9

17.5

19.4

20.9

26.9

27.3

16.8

16.1

16.9

12.4

25.5

10.3

10.7

10.0

15.6

3.6

10.4
10.7

(i)
(ii)
(i)
(ii)

United Nations, Yearbook, of National Accounts Statistics, 1975; United Nations, M onthly Bulletin of
Statistics; National sources.
GDP = Gross domestic product; GN P = Gross national product; N D P = N et domestic product;
fc = Factor cost; mp = Market price. All rates based upon constant price product data. Countries
listed in order of m anufacturing growth rates during 1965-1970. Differences between growth rate
figures in this table and in table 1 may be explained by the use of different sources, and by subsequent
revisions of published data. In the case of Iran, no satisfactory GDP deflator series has been computed and data are provisional.
a Includes m ining; excludes petroleum sector.
b (i) 1965-1970: peninsular Malaysia; (ii) 1970-1975: Malaysia.
c (i) 1964/65-1969/70: East and West W ings; (ii) 1969/70-1974/75: present-day Pakistan.
d Terminal year: 1974.
e 1965/66-1969/70-1974/75.
f 1964/65-1969/70-1973/74.
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66. A convenient though admittedly rough measure
of the importance of manufacturing in the growth
of total product is found in the right-hand columns
of table 10. These percentages show the share of
manufacturing in the increment to GDP over the
stated periods. This measure reflects more clearly
all three components of the relationship: the share
of manufacturing in GDP in the initial year, the rate
of growth of the manufacturing sector and the corresponding rate of growth of non-manufacturing.
The last of these is implicit in the relative rates of
growth in manufacturing value added and in total.
Again, the larger proportions tend to cluster near the
top of the table because of the original ordering by
growth rates in manufacturing. The influence of
the initial size of the manufacturing sector is highlighted in these columns in respect of India and the
Philippines.
2. Changes within manufacturing
67. Differences in resources endowment and technology, in patterns of domestic demand and in the
amount of production for export will all influence
the relative importance of sub-groups within the
industrial sectors of developed and developing countries alike. Characteristic of the manufacturing
structure of developing economies is the predominance of consumer goods industries; the subordinate
position of the engineering and metal products industries contrasts with the pattern typical of industrially developed economies.
68. A comparison of the percentage share of manufacturing in GDP in the 1960s with that in the
1970s shows an increase in virtually all the developing ESCAP countries for which data are available.
Changes are also apparent in the relative importance
of several industry groups within manufacturing.
The food, beverage and tobacco products group is
relatively large where the manufacturing sector is
small. As the manufacturing sector has grown, the
foods, beverage and tobacco group has typically
declined in relative importance. In contrast, the
relative size of the textile, garment and leather products group typically increased between the 1960s
and the 1970s. At the other end of the spectrum,
the industry group producing basic metals, metal
products, machinery and transport equipment have
expanded with the growth of the manufacturing sector. Demand for the output of these groups and
others, such as chemicals, rubber products and petroleum refining, can be expected to grow as the size
and complexity of the manufacturing sector increase.
69. During the 1960s and the 1970s, the shares of
both the metals and the engineering industries expanded with the growth of manufacturing sectors in

developing ESCAP economies; in several countries
this growth was exceptionally rapid in the 1970s.
Nevertheless, certain reservations are necessary in an
assessment of the economic significance of these
changes. Production indexes for the machinery,
electrical machinery and transport equipment industries in the five economies which displayed the
greatest increases in these groups reveal that the
electrical machinery industry expanded more rapidly than any other during 1970-1975. In the years
since the mid-1960s, the assembly of radios, television sets and of electronic components for other
equipment, manufactured in industrial countries, has
come to dominate the electrical machinery industry in many countries of East and Southeast Asia.
The assembly of electronics components, using cheap
labour and imported parts and exporting the completed sub-assembly, is a part of an international
‘putting-out’ system with minuscule linkages to other
production units within the economy.
70. At rates of growth second only to electrical
machinery in many developing ESCAP countries,
the transport equipment group has expanded rapidly in recent years, with motor vehicle assembly
frequently predominating. Lacking a substantial
proportion of local content in most countries, interindustry linkages are consequently few. Although
automotive assembly has clearly greater potential
spread effects than electronics component assembly,
yet its contribution to interdependent industrial
growth is relatively small. The rapidly increasing
shares of total manufacturing output from such
industries as these gives a misleading impression of
the strength of manufacturing growth and structural
change.
E.

SOCIAL DEVELOPMENTS

71. The current decade has witnessed the pursuit
by developing ESCAP countries of a trend towards
greater central government responsibility for social,
as well as material, development on a broad basis.
72. Social expenditure by central governments —
including the fields of education, health and welfare
— assumes the same comparative importance in
many developing ESCAP countries as in their developed counterparts. Allocations to social services
account for 7 per cent or more of GDP in Australia
and New Zealand, as well as in Hong Kong,
Pakistan and Malaysia; and for between 4 and 6 per
cent in Japan, India, Iran, Singapore, Sri Lanka
and Thailand. At the other end of the scale lies
the Philippines for which the corresponding figure
is less than 3 per cent. In terms of dollars per
head of course, the differences remain very wide.
In 1974/75, social expenditure was about $US200
per head in Japan, against $US12 per head in India.
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73. The pattern of priorities accorded by individual
governments is illustrated by the respective percentages of total government expenditure assigned to
education, health and welfare.
Out of 10
developing ESCAP countries, all devoted the highest
proportion of their central budgetary expenditure to
education, although this share varied widely.

Singapore, Sri Lanka and Thailand — the ratio in
1970 was below the level of 1965, although it was
above 97 per cent. (There is also wide variation
among countries of the ESCAP region with regard
to the entrance age to formal schooling. In only
three developing countries it is as early as 5 years —
Bangladesh, India and Pakistan).

74. In recent years, there has been a tendency for
social spending budgetary allocations to rise proportionately in Japan, Malaysia, Thailand, Singapore
and Hong Kong, although it is never very clear
whether budget spending decisions, particularly on
individual items, are in response to primarily
economic or political factors.
However, some
governments have taken conscious decisions to
divert proportionately more revenues to social ends,
among which Thailand and Hong Kong are recent
examples.

78. At the second level of education, enrolment
ratios rose for all countries within the region,
although over-all growth was slower in the period
1970-1974 than during the previous five years (excluding the developed countries).
In the former
group of countries, however, the average ratio was
still below 10 per cent in 1974. At the third level
a similar pattern emerges, with a rise in enrolment
ratios, but a slowdown in growth, except for the
later group of countries.23

75. In reality, budgeter allocations of resources
devoted to different fields of social expenditure do
not accurately reflect either size or progress since
there are large variations between and within
countries in the quality of the social services provided, as well as in the proportions of the population
with access to them. However, tangible indicators
of progress in education, health and welfare, and
housing would appear to reflect that in fact only
limited progress has been made on these various
fronts since the beginning of the decade.

79. Despite the hopeful signs of progress indicated
by enrolment data — as well as the fact that literacy
rates are generally on a slowly rising trend in the
region — there is also partial evidence of stagnation
and decline in educational quality. For example in
India, where enrolment growth has been particularly
rapid, the student:teacher ratios have also been
rising.
Nor is the country alone in this respect.
Again, resources expended per student have
stagnated in real terms in many countries during
the 1970s and the dominant rural sector remains at
a disadvantage compared with the urban in terms
of educational opportunity.

1.

Education

76. It is difficult to gauge true “progress” in
educational standards without some detailed
knowledge of qualitative changes and also the
spread of educational facilities to less privileged
areas within individual countries. In the absence
of such information, however, a superficial impression may be gained from statistics of enrolment.
These provide evidence that since 1970 a higher
proportion of children in the ESCAP region has
been enabled to avail themselves of education at
the three different age-levels as classified by
UNESCO, although wastage continues at high levels
in some countries.
77. The enrolment ratio at primary level in the
region as a whole rose more than 1.5 per cent from
1970 to reach 78 per cent in 1974. These figures,
however, are weighted by the inclusion of the
In the group
developed countries of the region.
of countries comprising Afghanistan, Lao People’s
Democratic Republic, Nepal and Papua New Guinea
the ratio in 1974 had risen slightly but stood at
only 30 per cent. In another group comprising the
Republic of Korea, Malaysia, the Philippines,

80. In fact, the greatest progress in the educational
field has probably been in a so far intangible form,
through an increasing realization by governments of
the region of these problems of quality and the relevance of education to the development process.
Most graphically, educational incompatibility is
seen in the swelling of the educated unemployed.
Reports emanating from India, Malaysia, the
Philippines and Sri Lanka have been able to confirm
statistically a phenomenon becoming increasingly
manifest. Many governments have been prompted,
therefore, to diversify education at the secondary
stage — creating vocational, technical, agricultural
and other emphases better adapted to employment
needs and opportunities — and to limit the expansion of education at higher levels. This refashioning
process is beginning to take local needs and work
conditions into account and non-formal education is
also gaining increasing attention, although as yet
progress is slow.
23 In the region as a whole enrolment ratios for girls are lower than
those for boys at all educational levels, although there has been progress in narrowing the gap.
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2.

Health and social welfare

81. Health and welfare profiles for individual
countries — let alone whole regions — are difficult
to draw in any meaningful manner. The charting
of progress therefore must rely to a large extent on
the behaviour of certain measurable indicators
which are available for several countries within the
region.
82. Within the region, the picture in recent years
has been one of stagnation. Many reasons can be
adduced for the static relationship between levels of
development on one hand and health and welfare
on the other, according to which most developing
ESCAP countries are subject to poor health
standards. But even as economic growth proceeds
— at best slowly in many cases — there are factors
ensuring that these standards remain low in Asian
countries, such as stagnation in food availability,
rapid urbanization and so on.
83. Evidence of this lack of progress is not hard
to find. Infant mortality rates remain at high levels
in several countries, although crude death rates have
declined steadily in each of these countries and life
expectancy has increased. Again, the incidence of
a widespread disease, malaria — for which detailed
data are available for many countries — has also
increased (sometimes sharply) since 1970 in
Afghanistan, Bangladesh, India, Indonesia, Malaysia,
Nepal, Pakistan, Papua New Guinea and the
Philippines.
84. These adverse trends are in spite of the higher
percentages of government expenditure being
devoted to health, compared with the 1960s, and
the fact that ratios of population to the numbers of
beds and of medical personnel have moved
favourably.
Essentially, the continuance of poor
health standards is indicative of a less than optimal
use of resources available.
Some aspects of this
are the emphasis on curative, as opposed to preventive, techniques embodied in the existing hospital
systems, the inadequate development of indigenous
medicine systems on which there is continued reliance, and the limited coverage of available medical
facilities, particularly in rural areas. There is scope
to widen the participation of rural people in sanitary
measures through group action and for training of
people within the rural milieu to undertake health
care delivery.
85. Planning of social welfare has increasingly
taken place in ESCAP countries. In those countries
which have formulated national development plans,
social welfare usually occupies a distinct section,
and those countries having no comprehensive deve-

lopment plans have formulated social welfare plans
separately.
86. A number of countries have also recently
enacted laws and resolutions in the field of social
welfare. This new legislation reflects the particular
social situations of respective countries, but there
has been an emphasis on the interests of children
and youth. These laws are often aimed at developing social welfare services more systematically, for
instance through formulating and enforcing standards
for welfare services under the supervision of governmental agencies.
3.

Housing

87. Habitat: United Nations Conference on Human
Settlements, held at Vancouver in May and June
1976, drew the world’s attention to the parlous state
of housing conditions in the developing world. In
the ESCAP region, it might be more realistic to
discard the term “progress” when discussing housing,
in favour of “degree of lack of progress”.
The
absence of reliable data does not conceal the fact
that in many countries the situation is continuing to
deteriorate. One of the goals of the First United
Nations Development Decade was the achievement
by ESCAP countries of 10 new dwellings per 1,000
population annually for a concerted period in order
to alleviate the housing deficit. During the 1960s
one developing ESCAP country, Singapore, achieved
this rate; Hong Kong came near to it, Iran and the
Republic of Korea reached half way, while all other
countries built at only a small fraction of the rate.
Even if the target was over-generous, it could be
confidently assumed that by the early 1970s, the
housing availability situation in many countries was
on a worsening trend. In the face of rapid population increase, and urban population growth which
in some areas is more than double national rates of
increase, immense efforts are now required to increase building rates to levels aimed at reducing
deficits of an alarming size.
88. In 1960, it was estimated that the backlog of
needs in the Asian region was 22 million dwelling
units in urban areas and 125 million in rural areas.
By 1975, these figures had grown to 72 million and
219 million respectively. In nearly all Asian
countries, required house building rates to clear the
backlog in the 1970s are double those of the
previous decade.
89. It is in major urban areas that the housing
situation is felt to be at its worst, as individual
cases show. In metropolitan Calcutta, at least 2.2
million people out of a total of 6.2 million were
living in slums or squatter settlements in 1961,

I.

Over-all view of developments

while 10 years later the figure was 5.3 million out
of a total of 8 million.
In Manila, the squatter
population increased from 360,000 in 1962 to
1,540,000 in 1972. In Seoul, it is estimated that
the slums and squatter settlements were growing at
a rate of nearly half a million a year at the beginning
of the decade.
The percentage of dwellings with
proper amenities is also in decline in many ESCAP
countries particularly in urban areas.
This has
been true for Hong Kong and urban Sri Lanka.
90. Housing problems need to be viewed as part
of those of human settlement in general.
Rural
housing remains of poor quality in many parts of
Asia, but community-oriented programmes have
shown the way towards a solution in places such as
India (e.g., in Kerala), Indonesia and the Republic
of Korea (where impressive results have been
achieved through Saemaul Undong (see paragraph
203 below). Unfettered suburban growth and the
socially non-optimal use of land resources consequent upon the urbanization process have led
some countries to pass land-use legislation.
The
enforcement of such legislation, however, is proving
difficult.
F.
1.

INTERNAL RESOURCES

Investment and domestic savings

91. The International Development Strategy for the
Second United Nations Development Decade fixed
a goal of annual expansion of the ratio of gross
saving to gross product of half a percentage point,
so that this ratio rises to around 20 per cent by 1980.
A summary of progress during the first part of the
decade for devloping ESCAP countris is contained
in table 11.
During the period 1970-1974, it is
apparent that over-all savings performance resulted
in a few countries already rising over the 20 per
cent threshold — Iran, Papua New Guinea, Philippines and Thailand — while various others, such as
Singapore, Malaysia, the Republic of Korea and
Indonesia fulfilled the target in terms of the average
annual progression of the savings ratio.
92. Also included in table 11 are GDP growth rates
covering the same period. Typically, the growth in
real product is associated with increasing or at least
constant rates of saving, although rates of investment are rather less consistent in this regard.
93. The countries that have met the savings targets
of the International Development Strategy are
generally those that have attained sustained growth
in all three variables — GDP, savings and investment.
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94. The savings ratio in Iran has risen markedly
since 1970, but the ratio of gross investment to
gross product hovered around 20 per cent until 1973
and 1974, when it appears to have fallen as the
growth of gross product accelerated. From 1973
onwards the rapid rise in petroleum prices has
A
generated sharply increased rates of savings.
net lender on international account, Iran’s surplus
position has been greatly increased. In 1974 foreign
lending far exceeded the rate of domestic capital
accumulation.
95. A similar upsurge in savings has accompanied
a rapid rise in gross product in Papua New Guinea.
The export of copper at prices which rose sharply
from 1972 to 1974 was largely responsible for the
rapid rise in gross product. The investment ratio,
which rose sharply in 1969/70 and 1970/71, fell
equally abruptly in the succeeding three years.
96. Indonesia, with a far broader economic base,
displayed a sustained rise in both savings and investment ratios during the early 1970s. By mid-decade,
however, the economy, in common with other
primary products exporters, felt the damaging impact of world recession and inflation.
97. Although their economies are widely different,
the recent growth experience of the Republic of
Korea and of Singapore reveals broad similarities
with regard to the growth of real product and in
saving and investment behaviour. Both have been
subject to cyclical influences generated abroad and
these have been reflected in their saving and investment ratios, not least during the last two years’
recession and inflation.
98. Malaysia, the Philippines and Thailand, in
varying degrees depending upon the export of primary
products, sustained respectable rates of real product
growth in the early 1970s, and their savings and
investment rates were reasonably well maintained.
Diversification of commodity exports has helped to
maintain export earnings but the deleterious impact
of falling demand and prices for primary products
exports has been reflected in savings and investment
ratios. This cyclical impact was particularly marked
in the boom of 1973/74 and the subsequent recession, accompanied by the sharp jab of inflationary
forces, largely generated abroad in the advanced industrial countries which comprise their major
markets and the sources of supply for their major
imports. The role of government in these economies
has been considerable and has generally increased,
which has probably enhanced both ratios.
99. A second group, in which real growth and
savings and investment ratios appear to have been
less well sustained, includes the three developed
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Table 11.
IN

P a t t e r n s o f a g g r e g a t e s a v in g s a n d
IN V E S T M E N T IN GROSS PRODUCT
SELECTED ESCAP CO U N TRIES, 1970-1974

E S C A P co u n trie sa

A u s tr a l ia ...........................
New Zealand .
J a p a n .................................
Singapore
.
Hong Kong .
I r a n ..................................
M a l a y s ia ...........................
Republic of Korea .
Papua New Guinea .
Philippines
.
T h a i l a n d ...........................
Sri Lanka
.
I n d i a .................................
P a k i s t a n ...........................
Indonesia .
B u r m a ...........................
Sources:
N o te s :

GD P
g r o w th rate
1970-1974
( p e rce n ta g e
per a n n u m )

4.7
1.9
5.4
10.8
6.1
25.0
8.2
10.6
8.4
6.2
6.2
2.6
1.4
3.1
8.5
2.6

S a v in g s ra tio
1974
le v e l

1970-1974
ch ange

II
II
I
III
III
I
III
III
II
II
II
III
III
III
III
IV

—0.25
nil
—0.25
0.8
— 0.25
4.5
0.9
1.5
5.0
1.0
0.8
— 1.2
0.25
—0.6
1.5
- 0 .7

I n v e s tm e n t ra tio
1974
le v e l

ii
ii

I
I
ii

III
ii
ii

III
ii
ii
ii

III
III
III
III

1970-1974
change

— 0.2
( )
0.2
0.7
0.4
—0.2
0.6
0.5
—7.0
(+ / )
0.4
— 0.7
— 1.5
—0.6
0.5
- 0 .5

–

–

United Nations, IBRD, IMF and national sources.
R a ti o l e v e ls
R a ti o c h a n g e s
I = over 30 per cent of GDP.
Average percentage-point changes per annum
II = 20 and 30 per cent of GDP.
for period indicated.
III = 10 and 20 per cent of GDP.
IV = below 10 per cent of GDP.
( —) Negligible decline; ( + ) Negligible increase; ( + / — ) N o clear tendency;
(nil) N o discernible trend.
a Ranked in descending order of per capita GDP in 1974.

economies and, with some qualification, Hong Kong.
In these countries rates of real product growth
appear to have slackened in the early 1970s. Except
for New Zealand, the real growth rates attained
since 1970 well exceeded rates of population growth.
Not only did real growth rates fall for the countries
in this category, but the associated changes in
savings and investment ratios generally declined or
at best increased only slightly.

porate and government savings over this period,
coupled with a persistent though interrupted rise in
foreign savings, suggests that domestic and foreign
sources may sometimes have been competitive. A
decline in the external deficit in 1972 and 1973,
followed by a massive increase in 1974 suggests that
the foreign contribution might have fallen further
had it not been for the reversal brought on by the
world inflation and the sharp rise in petroleum prices.

100. A third group, including Burma, India and
Pakistan, is also characterized by low rates of real
growth. In addition, savings and investment figures
suggest virtually no trend patterns. In Burma,
savings and investment ratios tended slightly downwards; in India, while saving rates were maintained
in the vicinity of 10 per cent of GDP, the investment
ratio moved downwards in the early 1970s.
In
Pakistan, from 1969/70 to 1973/74, the tendency
in both ratios seems to have been downwards, though
preliminary estimates for 1974/75 suggest an increase in the rate of investment.

102. Since about 1970 investment in the Republic
of Korea in infrastructure has declined as a share
of total capital accumulation while the shares of
plant and machinery, transport equipment and of
residential and commercial construction have risen.
The Singapore economy in recent years has been
capable of attracting sufficient private foreign capital
to finance a persistently large current account deficit. In contrast to the recent experience of the
Republic of Korea, the share of government in total
saving in Singapore has been on the increase, though
with irregularities related to cyclical fluctuations.
Since 1970, the direct government contribution to
the accumulation of productive capital has undergone a relative decline as the infrastructural investment of the 1960s has gradually been phased down.
The dependence of the Hong Kong economy on
foreign sources of saving was being reduced during
the early phases of the more recent upswing, but the
increased fuel and materials costs which have
occurred, especially since 1973, seem to have re-

Sources and uses of gross saving
101. In the Republic of Korea, Singapore and Hong
Kong, external sources of savings have been
quantitatively important. Between 1965 and 1974
in the Republic of Korea external sources of
savings were of the order of a quarter of the total.
The apparent tendency for a relative decline in cor-
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versed the tendency.
Data showing the composition of fixed capital accumulation suggest that the
public sector share diminished appreciably during
the earlier boom. Limited largely to public housing
and other public works, the relatively small public
sector component of gross fixed investment expanded
in 1973 and 1974.
103. For Malaysia, the Philippines and Thailand,
private sector savings have typically constituted a
major share (and often the largest single component)
of gross domestic savings.
Government savings
have contributed rather modestly in all three
countries and have been cyclically sensitive.
The
government contribution has apparently decreased
during the 1970s in the Philippines and Thailand.
In Thailand and Malaysia inflation had a negative
impact on domestic saving and investment in 1975.
The external contribution to the financing of gross
accumulation has not been great and has fluctuated
rather widely following cyclical variations in foreign
trade. For Thailand and the Philippines at least,
year-to-year changes in the foreign contribution to
gross financing, more often than not, were likely to
be partially offset by countervailing changes in
domestic savings.
104. For Thailand and the Philippines, investment
in construction has declined in the long term. This
has been the case as well in respect of public works
which comprise important infrastructural investment. For Thailand, this pattern is paralleled by a
decline in the share of the public sector in gross
fixed investment over the greater part of the period.
In Malaysia, there was a marked increase in government investment activity in the early 1970s and a
sustained high rate to mid-decade.
In all three
economies the sustained share of investment in
transport equipment reflects the rapid growth of
private road transport.
In the Philippines and
Thailand, investment in machinery and equipment
has claimed an increasing share of total fixed capital
formation.
In Thailand, the component which
accounts for the expansion is largely comprised of
office equipment.
Only in Malaysia has a large
component of fixed capital investment been made in
land development.
105. With no serious inflation before 1973, the rate
of investment in Iran had been about 20 per cent of
GDP, though the ratio has fallen slightly since 1973.
More than half of this total has been in the public
sector since 1968, with the greater portion of public
sector investment in construction.
106. In India, household saving accounts for a
dominant four-fifths of total domestic saving, influencing heavily the course of gross financing of
capital accumulation in India. While the share of
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the corporate sector in total capital formation has
generally comprised about a third and that of
government a fifth or more, the share of the household sector has ranged mainly between 40 and 50
per cent. Thus the share of real accumulation by
the household sector is markedly smaller than the
sector’s share of gross finance, implying a net flow
of financial resources out of the sector and into the
government and corporate sectors.
107. During the period 1970/71 to 1973/74, private
sector ownership of new capital formation in
Pakistan accounted for roughly half the total.
Government-owned fixed capital formation expanded
from about one-seventh in 1970/71 to over a fifth
in 1973/74, at the expense of a relative fall in the
share accounted for by autonomous (quasi-public)
bodies and government enterprises. The increased
government share appears as a larger proportion of
fixed capital formation in the broad tertiary
(services) sector.
The decrease in the share of
quasi-governmental bodies is reflected in the decline
in investment in manufacturing and utilities and in
smaller part, in the fall in the agricultural share.
Infrastructural investment increased over the period,
despite a smaller investment in utilities. Large increases in transport and communications and smaller
ones in construction combined to increase appreciably the investment in infrastructural activities.
2.
(a)

Skill formation

Vocational training

108. By the mid-1970s most developing mixed
economies in the ESCAP region had, often with the
assistance of the United Nations system and bilateral
donors,24 laid the foundations of a basic institutional
framework for vocational training in such fields are
industry, hotels and tourism, agriculture, and
fisheries, as well as maritime, port and deck personnel training and rural prevocational and cooperatives training. Modest beginnings were also
made in the vocational rehabilitation of the disabled.
109. Established more in spontaneous response to
immediate needs than in relation to longer term projections of skilled manpower requirements or development plans the pattern of vocational training
provides a complex picture varying greatly in terms
of objectives, orientation, methods and systems from
country to country but also within individual
countries.
While much of vocational training
carries the characteristics of formal institutional
education, a great deal is of the non-formal type
such as in-service training, vocational preparation
programmes, refresher and upgrading courses, on
24 ILO, 15th Session of the Asian Advisory Committee, August
1973 “Review and evaluation of the ILO’s activities in Asia” (A A C /
X V /1 /1 ).
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the spot instruction in less sophisticated production
methods and the like. In each country, specific types
of formal or non-formal training is provided by a
larger network of technical schools, training centres,
colleges or institutions under the auspices of competent ministries such as labour, education, agriculture, industries etc.25 Notwithstanding the broad
spectrum of vocational training offered by such institutions, as well as similar facilities in the public
and private sectors, facilities are still inadequate in
terms of capacity, quality and outreach to cope with
the demand for skilled workers. Consequently skill
training by means of traditional methods in small
establishments and workshops in the urban and
rural sectors continues to be the predominant feature
in developing Asian countries.
110. More recenly, based on increasingly sophisticated data from manpower surveys and capacity
studies of the vocational training system,26 several
Asian governments have been taking steps to design
and implement integrated national training systems
linking vocational training schemes with national
education plans and, generally, to gear the human
resources development effort to national development priorities, in particular employment. Examples
are the National Programme for Development of
Training of Manpower for Employment in the
Philippines and the national programmes for
planning vocational training in Bangladesh and
Pakistan which also envisage increasing the capacity
of the system and extending the network especially
to rural areas. These efforts go hand-in-hand with
measures to improve the planning and operational
capacity of the co-ordinating agencies; for example
in Pakistan the Government has recently created a
full fledged Manpower Division to serve as an
effective machinery for centrally co-ordinated
planning and action in the field of manpower and
employment. Similarly, in Bangladesh, the Manpower, Employment and Training Bureau was
established to cover both the training and employment aspects of human resources development. In
the Philippines, the National Manpower and Youth
Council acts as the central agency for the design
and implementation of manpower policies and programmes in relation to the development plan.
111. Attention is also gradually turning to more
sophisticated and advanced skills and new and less
costly training methods (for example, modular
training) often in production conditions.
Efforts
in several countries to expand the training of
2 5 ILO, Study on Co-operation in Labour and Related Fields
(Geneva, 1976).
26 ILO, “Towards an employment strategy in Pakistan” (Geneva,
1976); National Manpower and Youth Council of the Philippines,
1973 Comprehensive M anpower Assessment Survey (2 volumes),
(Manila, 1973) and Interim M anpower Plan 1974-1977 (Manila,
1974).

foremen, supervisors, technicians and instructors
and to meet the specific training needs in newer industrial sectors, such as chemicals, electronics and
plastics, and the non-manufacturing services trades
sectors, including hotel and catering, are being
vigorously pursued in India, Indonesia, Nepal, the
Republic of Korea and the South Pacific countries.
Similarly, vocational training systems are being
broadened to include vocational counselling and
guidance, occupational standards, trade skill testing
and certification e.g. in Malaysia, the Philippines,
the Republic of Korea, Singapore and Thailand.
112. Vocational training for “exporting” skilled
manpower has been gaining in importance since the
traditionally considerable flow of permanent or
semi-permanent skilled emigrants to predominantly
industrialized countries such as Canada, the United
States of America, the United Kingdom and other
West European countries was augmented by a surge
of demand from the oil-exporting countries;
aggregate figures are not available. However, it is
indicative of this trend that Iran has recently concluded agreements with the Republic of Korea and
the Philippines to hire 90,000 workers; half of the
work force is foreign in Bahrain and Abu Dhabi
and in Qatar the proportion of foreigners is about
four-fifths, most of them from the South Asian subcontinent.
There are about 600,000 Pakistani
workers abroad, of whom about 150,000 are in the
United Kingdom and the remainder mainly in the
ECWA region.27
113. Asian governments have reacted in diverse
fashion to both the shorter and longer term migration. While most recognize the heavy cost of
educating and training skilled persons, only to have
them carry the investment to another country for
use, few have moved actively to resist it. Generally
governments have taken a positive attitude towards
migration, and in some countries it can result in a
large positive contribution to the invisible overseas
trade balance through income remittances. In the
first half of 1975 for example, “unrequitted private
transfers” on the credit side accounted for 14 per
cent of Pakistan’s visible and invisible exports; an
important part of this would have been remittances
by expatriate Pakistanis.
Indeed, a crash programme is being started in Pakistan with 30 selected
technical training and vocational institutes to train
about 50,000 workers over five years. Most
governments are concerned with putting a check on
illegal or abusive recruitment practices. Thus, the
Philippines have established a government bureau
to facilitate the “export” of surplus skills.
Bangladesh, Pakistan and the Republic of Korea
have moved in the same direction, and Sri Lanka
27 ILO, Study on Co-operation in Labour and Related Fields
(Geneva, 1976), p. 73.
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has proposed the establishment of a regional manpower pool for skilled personnel.
114. In order to meet rising costs and to provide
expanded training facilities, several countries are
seeking external financial loan support to supplement allocations from their own national budgets.
One example is the National Service for Technical
Skill Promotion and Job-Entry Training for Industry
Project in Thailand, which is extending operations
to establish three regional vocational training centres in rural areas with funding from UNDP and a
loan from ADB for provision of equipment.
A
similar loan is part-financing the project for
strengthening manpower, youth and skill development programmes under the National Manpower
Youth Council in the Philippines, where an IDA
loan is matched by an allocation from UNDP. With
the government input of over $US27 million this
is one of the largest training projects ever undertaken in an Asian developing country. A further
example is in Indonesia, where three projects in
which the ILO is participating are receiving support
from the International Bank for Reconstruction and
Development.
115. At the regional level, preparations are now
completed for the creation of an Asian Manpower
Skill Development Programme (AMSDEP).
The
programme’s objectives will be closely related to the
socio-economic development objectives of Asian
countries and aim at increasing employment and
productivity by assisting national programmes in
organizing, upgrading and developing vocational
training schemes, courses, teaching techniques and
staff, and at facilitating the exchange of expertise
and information among participating countries.
Through this project, the participating countries
will be assisted in the strengthening and further
development of technical/vocational skills by
systematizing training materials, methodology, trade
standards, trade skill testing, vocational guidance
and counselling within a network of inter-country
co-operation.
Eleven countries have expressed
support for the project and four have shown interest
in providing host facilities.
116. Similarly a project to strengthen co-operation
among Asian training and research institutions in
the manpower and labour field will become
operational in 1977 as a means for promoting exchange of experience and making more efficient use
of scare training and research facilities.
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sufficient priority is soon given by governments to
the further development of the institutional infrastructure and appropriate legislation is instituted
to motivate and effect management development,
education and training.
118. Recent field studies have found that in most
developing countries in Asia there is a growing
scarcity of well-designed, well-staffed and wellequipped training programmes for practising and
aspiring managers. Some management training
programmes fail to provide a continuum in management subjects through which participants can regularly and steadily progress to higher managerial
skills. There is also lack of collaboration among
business, governments, universities and others concerned with managerial development in the consideration of needs, programme design and promotion of management education and training. There
is the tendency to concentrate management development facilities in metropolitan areas, thus depriving
the non-metropolitan urban areas and rural populations of needed training facilities for their managerial
resources.
119. International organizations (UNESCO and
ILO) have assisted, during the past two decades, the
governments’ efforts to implement management
development programmes.
For instance, 32
management development and productivity centres
and small-scale industry institutions have been
established in 14 developing countries of Asia, with
ILO assistance. It is estimated that each year over
10,000 managers, entrepreneurs, technicians, government officials and others concerned with management, including trade union executives or work
leaders, receive in these institutions training in
management approaches and techniques.
This
assistance has been provided mainly to train trainers
in management and in management consultancy.
The emphasis of training has varied with the type
of economy of each country and their priorities of
development, as perceived by the government development planners. In some countries, with a mixed
economy, the management development efforts of
the government is oriented toward upgrading the
managerial personnel of its public enterprises and
government. Nevertheless, in the countries of free
market and free enterprise economy, the governments put emphasis on assisting the managers/
entrepreneurs of small-scale enterprises.
G.

EXTERNAL RESOURCES
1.

(b)

Management training

117. All the developing countries of Asia now have
a substantial need for well-trained or professional
managers. This need will grow in the future unless

Balance of payments

120. Since 1973, developments in the world economy
resulted in a general deterioration in the current
accounts positions of virtually all of the countries
in the ESCAP region (see table 12). These deficits

24

Biennial Review and Appraisal of the International Development Strategy
Table 12.

Ba

l a n c e

o f

pa y m e n t s

COU N TR IES BY

M A IN

o f

se l e c t e d

ESCAP

C O M PO N EN TS

($US million)

C ountry/year

Balance o f goods
and services
including
private transfers

(1)

C entral
governm ent
capital and
transfers
(2)

Private
long-term
capital
(3)

Basic
balance
(4)

Short-term
capital, errors
and om issions
( 5)

Over-all
balance
(6)

International
liq u id ity as
percentage of
im p orts c .i.f.
(7)

MSA countries

Bangladesh
1973 ........................
1974 ........................
1975 ........................
1976a (2 quarters)
Burma
1973 ........................
1974 ........................
1975 ........................

-4 8 7
—716
-9 5 1
—290

367
621
956
282

— 120
—95
+ 4
—8

— 11
— 17
+ 13
7

— 131
— 112
+ 17
—1

16.4
12.6
11.4

—76
—20
-9 5

80
53
56

4
33
-3 8

30
31
—7

34
64
—45

94.3
119.7
119.8

—237
—561

439
516

—3
—44

199
—89

—332
—22

— 133
— 111

52.8
35.5

— 116
- 1 ,0 3 9
- 1 ,1 4 8

226
745
721

52
48
164

162
— 246
-2 6 3

27
100
52

189
— 146
—211

49.2
26.6
18.9

India

1972 ........................
1973 ........................
Pakistan
1973 ........................
1974 ........................
1975 ........................
Samoa
1973 ........................
1974 ........................
Sri Lanka
1973 ........................
1974 ........................
1975 ........................

— 11.5
—7.1
—38
— 178
— 186

7.1
5.5
64
114
174

3.4
4.9

— 12

— 1.0
3.3
27
-6 4
—24

0.4
- 3 .7

—0.7
—0.4

23.4
22.7

2
46
—4

29
— 18
—28

20.5
11.3
8.2

Other non-oil developing countries
Fiji
1973
...........................
1974
...........................
1975
...........................
Malaysia
1973
...........................
1974
...........................
1975
...........................
Philippines
1973
...........................
1974
...........................
1975
...........................
Republic of Korea
1973
...........................
1974
...........................
1975
...........................
1976b (3 quarters)
Singapore
1973
...........................
1974
...........................
1975
...........................
Thailand
1973 ...........................
1974
...........................
1975
...........................
1976c (3 quarters)

—64
—34
— 18

31
14
7

26
40
49

—7
20
38

12
14
10

5
34
48

33.6
40.4
55.2

91
—286
—201

49
101
356

198
380
218

338
195
373

— 114
1
—311

224
196
62

54.0
38.8
42.5

412
—283
—989

135
166
299

60
137
584

607
20
— 106

61
605
89

668
625
-1 7

58.1
43.5
35.4

—346
—2,094
— 1,955
—228

306
213
373
259

392
932
1,198
-7 2

352
—949
—384
-4 1

—2
777
752
40

350
— 172
368
—1

25.8
15.4
21.3
24.8

—617
— 1,122
—748

22
2

347
648
649

—248
—472
—99

659
766
509

411
294
410

44.6
33.6
37.0

-1 5 6
—92
—465
—324

59
32
17
129

38
376
263
159

—59
316
— 185
—36

292
161
173
99

233
477
— 12
63

63.9
59.1
57.7
66.4

Oil-exporting ESCAP countries
Indonesia
1973
1974
Iran
1973
1974

...........................
...........................

—793
42

560
590

278
457

45
1,089

294
—402

339
687

29.6
38.8

...........................
...........................

85
10,912

553
—2,463

—425
—2,035

213
6,414

208
-2 0 8

421
6,206

36.5
154.3

I.

25

Over-all view of developments
Table 12. (continued)

Country/ year

Balance of goods
and services
including
private transfers

Central
governm ent
capital and
transfers

(1 )

( 2)

Private
long-term
capital
(3)

Basic
balance

(4 )

Short-term
capital, errors
and om issions
(5)

Over-all
balance
(6)

International
liq u id ity as
percentage of
im ports c.i.f.
(7)

Developed ESCAP countries
Australia
1973
...........................
1974
...........................
1975
...........................
1976 (1st half)
. .
Japan
...........................
1973
1974
...........................
1975
...........................
1976 (1st quarter)
New Zealand
1973
...........................
1974
...........................
1975
...........................
Source:

797
—2,083
40
—349

-4 9 1
— 603
— 521
26

-5 1 5
997
508
188

—209
— 1,689
27
-1 3 5

— 118
58
—950
79

—327
— 1,631
—923
-5 6

75.4
34.3
29.3
53.9

74
—4,491
—419
—74

— 1,191
— 1,237
- 1 ,6 7 4
—241

-7 ,4 7 2
—2,560
1,333
702

- 8 ,5 8 9
—8,288
—760
387

2,261
9,529
158
1,007

—6,328
1,241
—602
1,394

32.0
21.8
22.1

210
— 1,129
— 1,392

-5 3
236
533

-23
305
439

134
—588
—420

—59
135
89

75
—453
—331

41.2
17.5
13.5

IMF, International Financial Statistics, September 1976.
a Bangladesh Bank, Economic Trends, October 1976.
b Bank of Korea, M onthly Economic Statistics, December 1976, pp. 14, 83, 84 and 96 (W on 484 = $US 1).
c Bank of Thailand, M onthly Bulletin, November 1976.

were largely attributable to adverse trends in the
balance of trade in goods.
In the past, most
developing countries in the ESCAP region have
been in current accounts deficit but recent deficits
have generally exceeded by a substantial margin
those experienced in earlier years and in previous
periods of downturn in world economic activity.
121. In addition to the recession which reduced
prices and volumes of exports from ESCAP developing countries, the huge deficits in trade of non-oil
developing countries during 1974 and 1975 were
due to the rise in prices of oil imports into these
countries, the disruption of the international
monetary system and serious inflation in developed
countries, with a consequent rise in prices of imports into the ESCAP developing countries. For
many countries in the ESCAP region, the current
accounts deficits led to serious problems of financing
external indebtedness. Many countries were forced
to borrow on harder terms, thus aggravating their
debt-servicing problems. At the same time, little
relief has been obtained through development
assistance from developed countries which continued
to fall short of “the 0.7 per cent target” set for the
Second United Nations Development Decade.
122. The recent upturn in economic activity in
developed countries is expected to provide some
improvement in the balance-of-payments positions
of the non-oil producing developing countries in the
ESCAP region, but for some, the outlook is till for
a continuation of heavy deficits, with many countries
having to reduce essential imports, which in itself

further depresses their growth prospects and the
pace of development.
123. The first group in table 12 is made up to some
of the most seriously affected (MSA) countries.28
Assuming an estimated current accounts deficit for
India of $US2,000 million in 1974 and $US2,750
million in 1975,29 the group’s current account deficit
rose from $US1,290 million in 1973 (a relatively
favourable year because of the commodity boom)
to $US3,860 million in 1974 and further to
$US5,145 million in 1975. The countries in the
second group in table 12 include most of the other
major non-oil producing developing countries of
the ESCAP region. This group’s current accounts
deficit also rose very sharply from $US762 million
in 1973 to over $US4,300 million in 1975.
124. Rises in central government borrowing, grants
and private long-term capital inflows have not been
sufficient to prevent the deterioration in the basic
balance of each of these two groups.
Short-term
capital movements covered these only in part and
thus over-all balances have also tended to worsen.
The effect on international reserve holdings was,
however, mitigated by recourse to special credit
facilities, particularly at IMF. Although in United
States dollar terms international reserve holdings of
both groups increased between the end of 1973 and
the end of 1975, the large rise in import payments
over the period meant (with a few exceptions) a
28 F o r t he o t h e r MSA c o un tri e s in t h e E S C A P r e gi o n — A f g h a n i s tan, Democratic Kampuchea, Lao People’s Democratic Republic and
Nepal — balance-of-payments data on a comparable basis are not
available.
29 See Morgan Guaranty Trust Company, W orld Financial Markets
(New York, January 1976).
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general fall in the ratio of reserves to imports. This
tendency was much more pronounced in the MSA
countries which also tend to have generally lower
ratios than other developing ESCAP members. The
weakening of reserve positions from this stand-point
— particularly in the cases of Bangladesh, Pakistan
and Sri Lanka — means that these countries need
to rely almost wholly on the continued availability
of external loans and grants to finance further deficits because the possibility of using reserves to
sustain the flow of imports has become severely
restricted.
125. Methods of financing the current deficits have
varied widely. In the MSA group, public borrowing
has been the principal source of funds (60-70 per
cent) with most of the balance coming from foreign
aid.
For Bankladesh, foreign aid was a much
higher component than it was for others of the
group, covering 69 per cent, 39 per cent and 40
per cent of that country’s current account deficit in
each of the three years, 1973 to 1975, respectively.
Private long-term capital net flows were virtually
negligible except in the case of Pakistan for which
in 1975 such capital covered some 14 per cent of
its current deficit.
126. In sharp contrast, private long-term capital
provided the largest share of loan funds for the
non-MSA developing member countries amounting
to 64 per cent in 1973, 83 per cent in 1974 and 74
per cent in 1975. Central government long-term
borrowing varied between 11 and 27 per cent over
the period while aid funds fell from 9 per cent of
the total current deficit in 1973 to 4 per cent of the
much higher level of deficit in 1975. In general,
private capital inflows have tended to be proportionately more important for the Republic of Korea,
Singapore and Thailand; at the same time, the Republic of Korea accounted for 43 per cent of central
government borrowing in this group over the period
1973-1975, the bulk of the remainder going to
Malaysia and the Philippines.
127. The worsened basic balances have also been
covered in various ways by the different countries
in both groups. Among MSA countries short-term
capital inflow has by and large been modest except
for Pakistan, but even in this case it was not
sufficient to prevent the emergence of an increasing
over-all deficit.
The same was also true in the
cases of Burma and Sri Lanka. In the Republic of
Korea large inflows of short-term capital were recorded in 1974 and 1975, as also occurred in
Singapore and to a lesser extent in Thailand. The
rather exceptional inflow into the Philippines in
1974 was not repeated in 1975 so that the over-all
balance for that country moved from substantial
surplus to a small deficit.
Over-all balances for

this group of countries generally remained positive
so there has been less pressure than in the case of
the MSA group to call upon special financing
facilities. Though there has been a general lowering
of the ratio of reserves to imports, these ratios, with
the possible exception of the Republic of Korea,
remain much higher than is the case with the MSA
countries.
128. The two oil-exporting countries in table 12,
Indonesia and Iran, stand in sharp contrast to
other developing ESCAP countries. A large current account deficit in Indonesia in 1973 changed to
a small surplus in 1974. With continued substantial external borrowing by the Government and
the public sector and a continued inflow of private
capital, Indonesia’s small surplus on basic balance
in 1973 was much greater in 1974, and despite
some outflow of short-term capital, the over-all
favourable balance doubled. For 1975, however,
with some decline in the volume of oil exports and
the continued rapid expansion of goods and services
imports, a large current account deficit was incurred
and the over-all balance was also unfavourable. In
the case of Iran the extremely large current surplus
in 1974 was only offset in part by government and
private capital outflows and the large over-all
positive balance was reflected in the very substantial
increase in reserves.
As with Indonesia, balanceof-payments data are not yet available, but with the
slackening of oil receipts in 1975 and the continued
rapid rise in imports, Iran’s current surplus is
estimated to have been virtually halved in that
year.
It is likely too that with continued capital
outflow on private and official account, the basic
and over-all balances were also much lower in 1975
in comparison with the very high surpluses achieved
in 1974. In 1976 a further reduction in the surplus towards approximate balance in external
accounts seems in prospect. In the first five months
internal prices resumed their strong upward trend
while over the same period import payments were
running at an annual rate of 35 per cent above that
of the same period in 1975.
Though the volume
of oil exports also picked up, prices have remained
reasonably steady.
129. Finally, the three developed countries of the
region, Australia, Japan and New Zealand, enjoyed
a moderate surplus on current account in 1973
which turned into a huge deficit the following year.
In 1975, the situation improved for Australia and
Japan, while New Zealand’s current deficit widened
still further. In Japan a turnround on the private
long-term capital account from a large outflow in
1973 to an inflow in 1975, led to a substantial reduction in the country’s over-all deficit and to a
large surplus at the start of 1976. The situation on
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the short-term capital accounts of Australia and
New Zealand was somewhat similar but both
countries had continuing over-all payments deficits
in 1975, exacerbated in the case of Australia by a
very unfavourable outflow of short-term capital in
that year.
Accompanying these trends, all three
countries saw sudden falls in their international
liquidity ratios.
The average figure for 1975 in
New Zealand revealed that reserves were at a level
below the value of two months’ imports.
130. In 1976, seceral developing ESCAP countries
reaped the benefits of expanding export revenues
through strengthening balance-of-payments conditions. While there was no world-wide expansionary
phase in foreign trade remotely resembling the trend
in 1973/74 and a stagnation or decline in some
commodity prices, some countries were able to
revise their estimates of export earnings upwards as
the year progressed. Limited available official data
is indicative of these developments (see table 12).
The trade balances of the Republic of Korea and
of Bangladesh certainly improved during the first
part of 1976. The export gains of the Republic of
Korea were spectacular and broadly-based and
Bangladesh’s raw jute earnings progressed well.
The steady rise in rubber prices has also assisted
export expansion in Malaysia, while manufactured
goods led the export resurgence in Singapore.
Despite lower world prices, the large increase in the
volume of rice contributed to rising export earnings
in Thailand, along with rubber, textiles, tapioca and
tin.
131. Circumstances were not so favourable in the
Philippines which encountered falling prices for its
two major export items, coconut products and sugar.
While the volume of coconut exports increased
strongly, however, sugar shipments slumped in the
early part of the year in which a decline of more
than a quarter in (centrifugal) sugar earnings was
recorded.
132. Accompanying the growth recoveries of many
economies, increasing import payments served to
limit the balance-of-payments benefits of rising export revenues, but the year provided two notable
examples of import restraint. During the first six
months of 1976 there was a very modest rise in
the Republic of Korea’s visible import bill, (although
purchases accelerated subsequently), while in India
imports of foodgrains and fertilizers fell impressively. In both countries, one result of these
favourable trends was a transformation of their reserves positions. By the third quarter of the year,
international reserves (relative to import payments)
in the Republic of Korea had regained the healthier
levels of 1973, while in India, reserves were
estimated to be about $US2,500 million by end-
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October, more than half the value of the country’s
estimated import payments in 1976.
133. Despite the emergence or enlargement of current account deficits in most member countries as
a consequence of the world recession, there has
been relatively little recourse to the intensification
of trade and exchange restrictions as a means of
dealing with the problems raised. One type of response adpoted by several countries was to seek a
greater degree of stability in their exchange rates by
abandoning pegged relationships to a currency such
as sterling or the United States dollar. The major
changes in rates related to the particular needs of
economies were, as far as possible, in relation to
national policies rather than in fortuitous response
to the domestic or foreign trade policies of any one
of the developed countries.
134. In India the link with the pound sterling was
cut in September 1975 and the rupee was repegged
to a weighted basket of currencies, with margins
being maintained within 2.25 per cent on either
side. This action was followed a few days later by
a similar measure by Malaysia in relation to the
United States dollar.
At the end of October,
Samoa also abandoned the dollar link, the tala
being repegged to the basket of currencies used by
New Zealand.
135. The effectiveness of the mixed basket system
in maintaining a degree of exchange rate stability
is by no means clear, but it is apparent that the
exchange authorities can have a considerable degree
of control over the movement in rates through the
adjustment of the basket components and weights.
136. Apart from adjustments of this kind in exchange systems in response to the floating rate
regime, a number of ESCAP members devalued
their exchange rates in 1975 to correct basic imbalances: Burma in January 1975 by 30 per cent;
Bangladesh in May 1975 by 58 per cent against the
pound sterling;30 the Nepalese rupee by about 18
per cent in October 1975 and the Lao kip by 25
per cent in March 1976. In October the breaking
of the link between the Samoa tala and the United
States dollar was accompanied by an effective
devaluation against the dollar of about 18 per cent.
In the Philippines where a free market is operated,
the value of the peso in terms of the United States
dollar depreciated steadily from mid-1974 to mid1976, the extent of the devaluation over this period
being about 15 per cent.
30 But two revaluations in the first half of 1976 brought the rate up
by about 11 per cent to counter the inflationary effects of continued
devaluation in company with the pound.
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137. In December 1976, the Australian dollar was
devalued by 17.5 per cent but there were subsequent
small revaluations in line with the Government’s
declared intention to have more frequent and smaller
exchange rate changes.
In August 1975, New
Zealand devalued by 15 per cent and in 1976 New
Zealand followed Australia’s devaluation with a 7
per cent depreciation against all currencies except
the Australian dollar. When Australia revalued by
2 per cent shortly after, New Zealand did likewise.
2.

them have in fact met these export and import
growth targets. Out of 14 countries, only three —
Indonesia, the Republic of Korea and Thailand —
enjoyed growth of exports in volume terms in excess
of 7 per cent per annum.
But of the three,
Indonesia’s import growth was higher than for exports, while only Thailand realized import growth
below 7 per cent (see table 13).
139. It is true that the exports of a few other
ESCAP developing countries besides the Republic
of Korea and Thailand grew faster than imports in
volume terms; for example India, Burma and Brunei.
However, the price movements of traded commodities in the last few years have shown up the
ambiguity of trade targets based upon volume
growth. The contrast in experiences of individual
ESCAP countries with respect to their terms of
trade (see table 15) is graphically illustrated by a
comparison of table 14 (annual trade changes in
value terms) with table 13.

External trade

138. The International Development Strategy for
the Second United Nations Development Decade
put forward as one of the targets for developing
countries, growth of less than 7 per cent in imports
and higher than 7 per cent in exports. The fortunes
of the ESCAP countries in recent years have been
extremely varied in external trade, but very few of

Table 13. GROWTH OF FOREIGN TRADE IN SELECTED ESCAP COUNTRIES,
1970-1975, AT 1970 CONSTANT PRICEa
(in percentages)
A nn u a l
com pound
rate

Afghanistan

.

Bangladesh

.

Brunei.............................
B u r m a ........................
Democratic Kampuchea .
I n d i a ..............................
Indonesia........................
I r a n ..............................
M alaysia.......................
P a k ista n ........................
Philippines

. . . .

Republic of Korea
Sri Lanka........................
T h ailan d ........................

Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports

6.2
6.9
— 17.3
—5.5
4.6
1.6
2.3
— 17.9
—25.4
— 1.1
4.5
4.5
7.8
21.1
5.4
28.1
1.5
7.0
—6.7
0.7
-1 .0
4.1
26.6
10.8
0.2
—2.6
8.3
2.5

Exports
Imports
Exports
Imports
Exports
Imports

3.9
-0 .5
11.5
4.1
0.6
5.9

Percentage change fro m preceding year
1971

1972

1973

1974

1975

4.9
35.7
—36.2
—43.7
- 1 5 .2
64.3
19.4
7.1
—59.0
33.3
—0.6
4.6
3.9
2.1
16.3
4.3
2.0
—5.8
— 11.9
— 18.7
10.8
0.2
24.2
10.7
— 1.5
—21.3
22.0
— 8.7

- 1 7 .4
4.6
—33.5
9.8
—6.4
—35.5
—3.9
—23.8
— 18.8
16.7
9.0
— 13.5
38.9
30.8
11.8
18.7
5.2
5.1
— 15.0
—22.3
2.7
—2.4
43.7
— 1.8
—6.0
-5 .9
21.3
7.4

22.5
— 8.8
30.0
29.0
17.8
3.4
—23.4
—44.9
—38.5
— 15.5
5.5
10.8
27.7
44.9
3.0
18.8
14.0
22.4
30.0
18.5
7.6
—0.8
70.2
35.9
3.3
— 1.4
— 10.0
15.2

27.6
- 5 .5
- 1 7 .5
— 11.2
11.6
—7.6
8.4
—7.9
—37.5
— 1.4
9.6
6.0
—8.4
12.1
5.9
34.0
— 18.8
28.2
— 18.2
16.9
—20.5
15.4
14.2
11.3
—20.4
—0.7
— 1.5
4.6

0.0
13.9
— 14.8
6.3
19.8
7.1
17.5
— 10.0
80.0
—27.4
—0.2
17.2
— 13.6
20.0
— 8.5
75.0
8.5
- 9 .7
— 11.5
18.4
—2.4
9.2
—6.3
1.8
25.3
20.9
13.5
—4.4

3.1
— 10.1
7.6
9.5
4.4
4.3

—2.5
24.8
4.4
19.5
—0.6
17.9

—3.6
15.2
20.5
4.2
—6.2
26.0

16.1
—21.7
5.3
— 11.6
6.0
— 14.2

JANZ countries
A ustralia........................
Jap an ..............................
New Zealand . . . .
Source:

7.6
—3.4
20.7
1.4
0.1
0.2

ESCAP calculations based on data taken from UNCTAD, Handbook of International Trade and Developm ent Statistics, 1976, tables 1.1 and 1.2.
* Deflated by comprehensive indices of unit values of exports and imports for individual countries.
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Table 14. GROWTH OF FOREIGN TRADE IN SELECTED ESCAP COUNTRIES,
1970-1975, IN CURRENT SDR TERMS
(in percentages)
A nnual
com pound

rate
1970-1975

Percentage change from preceding year
1971

1972

1973

1974

1975

1976

6.7
4.8
25.4
45.3
- 0 .6
- 2 7 .4
—9.0

58.8
22.4
—3.9
24.0
42.3
37.5

- 3 6 .2
17.8
— 11.6
— 15.4

—5.2
27.2
33.9
33.3
8.3
30.4
64.5
59.1
38.2
28.3
13.9
- 1 4 .9
58.4
39.3
2.2
35.2
28.5
33.7
113.2
—4.1
47.4
18.2
80.9
53.1
27.6
0.7
52.4
38.0
10.2
10.7
31.8
25.8
127.7
11.3

85.4
21.9
16.5
18.5
33.4
55.9
129.3
39.6
206.8
65.7
98.6
- 9 .6
40.5
64.5

15.2
75.6
35.1
45.0
48.1
93.9
37.1
60.0
84.2
13.3
57.1
61.4
26.8
62.0
56.3
47.3
38.9
53.2

- 6 .7
23.0
—32.3
18.9
— 15.6
10.9
12.8
5.3
- 4 6 .7
40.3
—8.4
- 3 .9
5.8
13.5
— 10.5
3.3

(16.2)
(4.0)

34.7
36.3
17.8
48.8
32.1
30.4

14.3
59.9
48.9
60.6
- 7 .2
66.1

6.6
- 1 1 .2
—0.5
—7.8

(31.9)
(33.1)

26.8
25.5

45.2
44.9

1.8
3.2

Developing ESCAP countries
Afghanistan

.

.

.

.

Bangladesh

.

.

.

.

B u r m a ...........................
Democratic Kampuchea .
F i j i .................................
Hong Kong

.

.

.

.

I n d i a ..................................
I n d o n e s i a ...........................
I r a n .................................
Lao People’s Democratic
Republic
M a l a y s i a ...........................
N e p a l ..................................
P a k i s t a n ...........................
Papua New Guinea
Philippines

.

.

.
.

.

Republic of Korea
S a m o a ..................................
S in g a p o re ...........................
Sri L a n k a ...........................
T h a i l a n d ...........................
Tonga ..................................

15.0

Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports
Exports
Imports

14.7
16.7
15.7
13.9
11.8
18.9
36.0
31.1
44.4
40.3
4.4b
-2 1 .5 b
13.4
15.6
11.1
10.1
11.4a
42.4a
30.6
10.7
12.0
21.5
38.0
24.7
2.9
14.9
23.3
22 2
6.1
8.5
20.7
15.9
18.0b
23.9b

Exports
Imports
Exports
Imports
Exports
Imports

15.4
12.6
18.9
20.3
7.9
15.9

Exports
Imports

18.3
17.8

3.9a
27.4a
5.0
—8.9

15.9
23.3

14.6
7.4
—71.9
5.2
1.2
23.7
14.0
16.4
0.7
13.5
11.0
9.8
45.4
12.4
- 1 4 .6
—28.3
—2.7
1.5
- 4 .5
- 1 8 .1

15.0
17.5
5.3
9.6
27.5
20.3
19.6
- 7 .4
13.1
15.1
—4.4
- 1 3 .9
16.7
- 0 .8
- 3 3 .7
16.3

12.7
4.2

—9.9
- 2 6 .4
- 4 1 .2
29.7
—0.9
13.9
10.8
5.4
11.4
— 14.4
33.1
30.8
15.1
18.8
—38.5
—31.3
—3.3
5.2
17.7
— 11.6

69.4
— 14.6
—9.0
—5.1
40.5
—2.7
—23.1
35.0
14.9
10.5
—4.8
—4.0
20.2
6.6
—7.5
18.8

12.8
— 1.0
5.3
— 1.0
8.5
20.4
- 1 6 .5
21.4
-8 .1
91.4

(18.0)
(23.9)

- 1 0 .5
- 1 5 .5

60.1
40.0
28.7
17.4

Developed ESCAP countries
A u s t r a l i a ...........................
J a p a n ..................................
New Zealand .

Source:
Note:

.

.

.

14.6
- 9 .2
10.0
10.0
11.0
21.6
8.0
4.3
W orld total
10.0
11.8
8.2
11.4
8.9
3.0
24.0
4.1

ESCAP calculations based on data taken from IMF, International Financial Statistics, vol. XXIX, No. 5,
May 1976 and No. 11, November 1976.
Figures in brackets represent an estimate.
a 1972-1975.
b 1970-1974.
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140. Turning to trade trends in value terms, the
period 1970-1975 taken as a whole was a favourable
one for the current payments balances of Indonesia,
Iran, Papua New Guinea, the Republic of Korea,
Singapore and Thailand, all of which enjoyed export
expansion faster than the world average, and Australia, Burma and Hong Kong, with a somewhat
slower rate of trade expansion. For a number of
other countries, however, trade trends were unfavourable during the first half of the decade. Some
of the MSA group of countries were among them —
India, Pakistan, Nepal, Samoa and Sri L anka—but
this was also true for Fiji, Japan, Malaysia, New
Zealand, the Philippines and Tonga.
141. The period was notable for an unprecedented
degree of volatility in the trends of trade values.
World trade expanded enormously in money terms
between 1972 and 1974, but in 1975 came close to
stagnation. 1973 was generally a favourable year
for the ESCAP developing countries, although experience was mixed. Where trade balances improved, this was due more to the volume expansion
of exports, than favourable movements in terms of
trade: countries such as Malaysia, the Philippines,
the Republic of Korea and Singapore demonstrate
this point well. However, if the oil exporting countries, Indonesia and Iran, and Thailand improved
their trade balances in that year, the main cause
was the rapid relative rise in their export prices.
The main casualties in 1973 were South Asian MSA
countries — Bangladesh, India, Nepal and Pakistan
— which saw a serious deterioration in their exportimport balances; yet Sri Lanka’s policies of import
restraint would appear from the data to have been
successful in keeping down its import bill. Among
the ESCAP developed countries, Australia and New
Zealand benefitted from a rapid improvement in
their terms of trade, while in Japan the reverse was
true and the trade balance suffered in consequence.
142. In 1974, the trade situation for most developing
ESCAP countries deteriorated, reflecting the global
tendency for trade surpluses to be transferred to oil
exporters. Indonesia and Iran were the major
exceptions, but the year brought into dramatic
perspective the urgency of the plight of the MSA
group of countries in South Asia; the trade balances
of each of the developed countries also worsened
in 1974.
143. A contraction in the volume of world trade
(and only a very small rise in value terms) made
1975 an awkward year. With few exceptions, there
was an intensification of the pressures on developing
ESCAP countries to finance a further widening in
their trade gaps. For a majority of those countries
listed in table 14, there was a decline in their total
value of exports, especially marked in the case of

the island economies of Papua New Guinea and
Samoa. Other than these two countries, the hardest
hit by falling export values and rising import bills
were Iran, Indonesia, Pakistan, Bangladesh and the
Philippines. For the two oil-exporting countries,
the import momentum of 1974 was carried over into
1975 when the volume of foreign purchases increased
again by substantial amounts. The unforeseen turnaround of trade fortunes in Iran has prompted that
country to seek more and more barter deals in
foreign trade, with exchange value terms being
negotiated bilaterally.
144. The volume of exports increased significantly
for several ESCAP developing countries in 1975 as
compared with the previous year, among them
Malaysia, Thailand, Sri Lanka, Burma, Brunei and
Democratic Kampuchea (although in the last case
trends were strongly influenced by the abnormal
circumstances of war in the area). Further deteriorations in the terms of trade of nearly all
countries in the ESCAP region, however, meant
that of these only Sri Lanka and Burma avoided
a negative trend in their trade balances. This
experience was shared, however, with Fiji and Hong
Kong whose import bills declined slightly, and 1975
also turned out reasonably well for the three
developed ESCAP countries due to quite large falls
in import bills in each case, notwithstanding further
marked deteriorations in their terms of trade.
145. The experiences of these seven countries put
into some perspective the consequences of the commodity price “ boom” for the exports of ESCAP
developing countries. In many cases, the commodity price inflation of 1973/74 brought limited
benefits to exporting ESCAP countries, but the circumstances were varied. In some cases, the price
increases were restrained, or accompanied by falls
in quantities exported, or again, were followed by
sharp falls.
146. While certain commodity prices rose to very
high levels for short periods during 1973-1975, the
annual average indexes for maize, pepper, tea, jute,
palm oil and rubber did not exceed 200 as compared
with 1970. Also, in some cases where the price
index went higher, the total value index remained
at more modest levels due to lower volumes of
exports compared with previous years. This was
true in 1974 of rice and teak exported from Burma,
rice and tin from Thailand, sugar and copra from
the Philippines and coconut oil from Sri Lanka.
147. Subsequently, there was a widespread fall in
commodity prices, with some of the sharpest declines
being recorded from commodities the prices of which
had risen furthest in 1974. In 1975, both the price
and quantity indexes fell for Malaysia’s and Thailand’s exports of rubber and tin, and Thailand’s
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total rice earnings also dropped sharply. The trends
in price and quantity of several other commodities
were again opposed, it is true, with the volume
index recovering as prices fell, for example, pepper
in Malaysia, rice (Burma), coconut oil and copra
(Philippines, Sri Lanka and Samoa) and palm oil
(Malaysia). But the most common trend was a
widespread decline in the value indexes of export
commodities in 1975, which was more serious when
converted to a “real” basis of import purchasing
power.
148. In 1976, the ecommodity export situation showed signs of improvement, but there was a mixture of
trends. Despite meeting lower prices on the world
market, the value of rice exports from Thailand was
36 per cent up on the previous year during the
first nine months of 1976. In Burma, rice exports
during the year ending September increased by no
less than 76 per cent. Exports of rubber during
January to September from Malaysia and Thailand
were significantly higher in volume and value terms.
Table 15.

Earnings of Bangladesh jute and jute products, and
of Sri Lankan copra advanced strongly in 1976.
Total timber exports from Malaysia were 39 per cent
higher in value, although total earnings were still
below the levels attained in 1973. But the volume
of exports of certain commodities shipped during
the first part of 1976 failed to increase or fell to
lower levels. Examples were Malaysian palm oil
and tea from Sri Lanka and India, which, however,
all enjoyed rising prices on the world market. The
situation for sugar was much more bleak. Despite
increased shipments, the value of (centrifugal) sugar
exports from the Philippines fell 26 per cent during
1976, in the face of plunging prices due to excess
world production. The fall in sugar receipts for
Fiji was even greater, at nearly 29 per cent.
149. Recent price movements of exported commodities have helped redress slightly the deterioration
in the terms of trade experienced by most developing
ESCAP countries since the beginning of the decade
(see table 15). South Asian countries were some

T E R M S O F T R A D E , B R O A D R E G IO N S O F T H E W O R L D , A N D

ESCAP COU N TRIES, 1970-1976
(1970=100)

S E L E C T E D D E V E L O PIN G

1970____________ 1971_____________1972____________ 1973____________ 1974____________ 1975____________ 1976

Broad regions of the world
Industrial countriesa .
Less developed areas:
Petroleum exportersb .
Othersb
...........................

100

100

101

98

86

88

100
100

116
93

115
94

129
103

158
100

147
93

57
154
132
97
81
476
83
109
97
76
105
69
111

53
117
126
99
67
487
68
67
65
69
102
55
88

Selected ESCAP developing countries
Bangladeshc,d
.
Burmac ..................................
Fijie ........................................
H ong K o n g ...........................
Indiac
..................................
I r a n ........................................
Malaysiag
...........................
Pakistanc ..................................
P h i l i p p i n e s ...........................
Republic of Korea
Singapore
...........................
Sri L a n k a ...........................
T h a i l a n d ..................................

100
100
100
100
100
100
100
100
100
100

96
86
93
103
104
127
86
90
85
99

...

93
92

100

72
II 100
106
111
128
79
82
71
99
II 100
89
90

II 100
84
96
105
101
150
87
96
90
94
106
77
121

102
105
69f
519
79h
71
53
76h
104h
89

ESCAP developed countries
A u s tr a l ia .................................
100
95
105
134
94
114
93
J a p a n ........................................
100
99
105
101
78
73
68
N ew Zealand
. . . .
100
103
120
143
82
108
Sources: Asian Development Bank, K ey Indicators of Developing M ember Countries of A D B (Manila),
Volume VIII, No. 1, April 1977;
For Australia, Iran, Japan and New Zealand: IMF, International Financial Statistics. (For
Iran export price index per crude petroleum divided by general import price in d ex );
For India: Reserve Bank of India, Report on Currency and Finance, Vol. II, 1975/76 (New
Delhi, 1976).
Notes:
T he vertical bar between data in the table indicates a discontinuity.
a IMF, International Financial Statistics.
b Computed from United Nations, W orld Economic Survey 1975 (E /5790/R ev.l :ST /E S A /49),
table 3; and Sum m ary o f the Data Relating to Performance under the International Developm ent Strategy (E /5 8 2 7 ), pp. 10-11. Petroleum exporters are Algeria, Bahrain, Brunei,
Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Nigeria, Oman,
Qatar, Saudi Arabia, Trinidad and Tobago, United Arab Emirates and Venezuela.
c Data are for fiscal year: e.g., 1974/75 corresponds to 1974 in each case except for Burma where
1974/75 corresponds to 1975.
d For 1973/74, base year shifted to 1973 = 100.
e For 1972-1974, base year shifted to 1972 = 100.
f Average of 10 months.
g Peninsular Malaysia.
h Average of three quarters.
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of the worst sufferers, especially Sri Lanka and
Bangladesh (which devalued its currency in 1975).
There were also sharp falls in the case of Malaysia,
the Philippines and the Republic of Korea. The
Republic of Korea had to pay very dearly for its
high level of imports of oil, but this unfavourable
experience was not shared with two other major
manufacturing exporters, Hong Kong and Singapore.
In the case of all the worst affected countries, the
terms of trade situation improved in 1976, but an
exception proved to be the Philippines in the face
of continuously declining sugar prices in the world
market.
150. Taking the period 1970-1974, years of rapid
expansion for which full data are available for the
most important, or the most dynamic, manufacturing
exporters of the developing ESCAP region, certain
manufactured categories have done particularly well.
These include textile yarns and thread (especially
in the Republic of Korea, Thailand, Malaysia and
Singapore), electrical machinery (especially in the
Republic of Korea and Singapore where it accounts
for a major proportion of exports, but also in
Malaysia, the Philippines and Thailand where it is
as yet much less significant), cement (Pakistan, the
Republic of Korea, the Philippines and Thailand)
and iron and steel (in the Republic of Korea, where
it is a major export, and in Pakistan, where it is
as yet a minor one).
151. Indeed between 1970 and 1975, the (local)
value of exports of manufactured goods (SITC 6,7,8)
grew faster — sometimes by a considerable margin
— than non-oil primary commodities in Indonesia,
the Philippines, Malaysia and Singapore.
152. The proportion of manufactured goods (excluding chemicals) in total exports has grown very
rapidly in certain developing ESCAP countries, most
notably the Philippines, where it grew from 7.5 per
cent in 1970 to over 15 per cent in 1975, and
Singapore, from 25 per cent to 40 per cent in 1974
(dropping back to 34 per cent in 1975 with the
expansion in the value of petroleum exports and
re-exports). In Malaysia some 30 per cent of export
earnings were from manufactures in 1975, compared
with 26 per cent in 1970, while in Thailand the
proportion grew from 16 to 20 per cent. In the
Republic of Korea, the ratio went over 80 per cent
and in Hong Kong nearly reached 90 per cent by
1975.
3.

Imports

153. The steep rises in the import bills of most
developing ESCAP countries between 1973 and 1975

can in large part be traced to the increasing costs
of key items, such as oil, foodgrains and fertilizers.
154. Oil cost rises were more than four-fold in this
two-year period for India, the Republic of Korea,
Pakistan, the Philippines and even Indonesia, despite
the fact that there was some levelling of the trend
in 1975 and in some cases a decline. By 1975, the
value of oil purchases for a number of countries
was around one-fifth or more of their total import
bills: India, the Republic of Korea, Nepal, the
Philippines, Sri Lanka, Thailand, Fiji and Singapore
(although in the last case a very large proportion
of the oil was refined and re-exported).
155. The cost of fertilizers, which is related to oil,
also rose dramatically for some, countries, the strong
upward trend continuing into 1975 for India and
Indonesia. In 1975, these two countries spent proportionately much more than other developing countries of the region— 16.9 and 8.5 per cent of their
total imports respectively.
156. Certain developing ESCAP countries also spent
significant sums on imports of foodgrains, most
notably Sri Lanka, where domestic agricultural output in 1975 did not benefit from the expansion in
other parts of South Asia. Other countries that
were large purchasers of foodgrains in 1975 included Lao People’s Democratic Republic, India and
Bangladesh.
157. With regard to the MSA countries of the region,
six countries, Afghanistan, Bangladesh, Burma, India,
Pakistan and Sri Lanka together paid nearly four
times more for their oil in 1975 than in 1973 —
$US1,639.3 million against $US410.9 and more than
four times more for their fertilizers ($US1,248.1
million compared with $US295.5 million); their
foodgrain bill also jumped from $US1,040.6 million
to $US2,184.3 million in two years. There was some
improvement in 1976, however. The situation
changed considerably for the better in India where
during the financial year starting in April, purchases
of foodgrains and fertilizers were well below the
values of the previous year. In Pakistan the cost
of foodgrains rose but only slightly, while there
was a substantial decline in the value of fertilizer
imports. In Bangladesh, improved domestic foodgrain output and diminished dependence on foreign
supplies helped significantly lower the total value of
imports during 1976 to a level below that of 1973.
158. With regard
regional exchange
remained roughly
between 1970 and

to the direction of trade, intrain the whole ESCAP region
stable in proportionate terms
1975; about 40 per cent of the
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total region’s exports were sold to other ESCAP
countries. This stability, however, conceals the declining importance of intra-developing ESCAP trade
(to below 20 per cent) and the growing significance
for the developing ESCAP countries of the developed
ESCAP market. Exports of developing ESCAP
countries to Australia, Japan and New Zealand grew
somewhat faster than trade amongst themselves.
Outside the ESCAP region, the major expansion
was to Western Europe, while Latin America, and
the non-ESCAP members of OPEC became of some
significance. Trade with North America on the
other hand declined relatively.
159. For the five main manufacturing exporters
among developing ESCAP members — India, Pakistan, the Republic of Korea, Singapore and Hong
Kong — Japan remained by far the single most
important destination of their exports, with the
Republic of Korea the principal supplier. However,
the United States market grew as fast as that of
Japan, with the Republic of Korea and India the
leading suppliers. More dynamic was the EEC
market (of nine countries) to which Hong Kong
remained the principal exporter. Since 1973, the
members of OPEC (excluding Indonesia) have also
grown rapidly in importance for these five exporters.
India is the leading supplier, the value of its sales
increasing seven-fold between 1970 and 1975. By
mid-decade, the members of OPEC were as big a
market for Indian products as was the EEC.
Pakistan, the Republic of Korea and Hong Kong
also achieved large increases in export sales to the
members of OPEC, particularly in the most recent
years. Finally, the centrally-planned economies, although relatively less dynamic, continued to represent
quite an important market for certain of the developing ESCAP countries, particularly India and
Malaysia.
4.

Foreign investment

160. During the first part of the decade, net direct
private foreign capital constituted a negligible share
of gross domestic investment in India, Pakistan and
Sri Lanka, was moderately important in the Republic
of Korea and Thailand, grew to great significance in
Indonesia and was of growing major importance in
Malaysia and Singapore. The pattern in Iran was
unique in that a moderately important net direct
foreign investment inflow up until 1972 became
reversed thereafter. Among the developed countries,
Japan manifested a small net outflow of private
investment (as compared with total domestic investment), while in Australia and New Zealand —
normally net recipients — there was high volatility
from year to year.
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161. During the 1970s,theworld economic boom and
rising inflation generated a sharply positive resonance
effect upon the developing ESCAP countries, stimulating the conditions for accelerated private foreign
investment inflows in increasingly speculative ventures. But as recessionary forces emerged in the
developed countries following 1973, capital outflows
— particularly to the developing countries — declined
sharply, contributing to the stagnation of total
investment in many countries of the region persisting
into 1976. By mid-1976, however, there were signs
of renewed vigour of private foreign investment,
encouraged by more positive attitudes by host
countries, indicating a return to the long-term upward trend.
162. While there is no strong evidence that changing
social or political circumstances had a significant
effect on private foreign investment flows on a
region-wide basis, it is clear that there has
also been a shift in capital flows within the
region. Thus during 1975 and 1976, for instance,
considerable capital migrated from Thailand to other
ASEAN countries and Hong Kong, as did much
capital originally destined for the Indo-Chinese States.
Similarly, policy realignments associated with changes
in India and the Philippines, among other countries,
led to increased private investment inflows, at least
a part of which would otherwise have been directed
elsewhere within the region.
163. So far as investment sources are concerned, the
DAC countries account for the largest share in
private foreign investment occuring in the ESCAP
region.
Net private foreign investment from the
DAC countries to the developing ESCAP countries
for the years 1969 to 1974 is shown in table 16.
Indonesia, Papua New Guinea and the Republic of
Korea have been the leading hosts to private foreign
investment, followed by Hong Kong, Malaysia,
Singapore, the Philippines, India and Thailand. The
high concentration of net private foreign investment
within the ESCAP region is perhaps the most
important single fact brought out in the table.
164. Another important feature is the virtually static
value of total net private foreign investment between
1969 and 1971, followed by an upsurge in 1972
and 1973 and a relatively small decline in 1974.
It is important to note in this regard that the
volatility was greater in individual developing
ESCAP countries than for the group as a whole.
The Republic of Korea, for example, shifted from
net importer to net exporter between 1969 and
1970, then returned to net importer in 1971 and
1972, encountering a nearly threefold increase in
inflows in 1973 alone, followed in 1974 by a decline
of nearly one-third. Indonesia, the region’s major
recipient country, showed similar though less extreme
year-to-year fluctuations. The potential domestic
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flow trends from the developed to the developing
ESCAP countries are of special interest and importance within the region. Direct private foreign
investment from Japan and Australia to ESCAPregion countries for the fiscal years 1973/74-1974/75
is shown in table 17. For the region as a whole,
the far greater quantitative significance of Japanese
investment outflows over those from Australia is
immediately apparent; even for individual recipient
countries, Japan played a more important role in
all but New Zealand (although Australia invested
more than Japan in Papua New Guinea in the years
preceding 1973/74). The 29 per cent decline in
Japan’s direct private foreign investment in ESCAPregion countries between 1973/74 and 1974/75
reflected the severity of the impact of the world
recession on the Japanese economy and demonstrates
one way in which recessionary forces were transmitted to the other ESCAP countries, with possibly
more severe and lasting repercussions than in Japan
itself. Nevertheless, even the reduced 1974/75
foreign investment figure of $US 890 million represents a substantial international capital flow into the
region emanating from one country. Though Australia’s direct private foreign investment in the region
is of far smaller magnitude, it is interesting to note
that, in contrast with Japan’s decline and despite
the recession, this figure increased by some 124 per
cent between 1973/74 and 1974/75, with almost total
concentration on New Zealand and the island
economies of Fiji and Papua New Guinea.

economic and social repercussions of such instability
of a key economic variable can be serious enough,
at least in some sectors, and helps explain one
possible cause of concern regarding private foreign
investment among policy makers in many developing
ESCAP countries.
165. During the first part of the decade, individual
source countries have predominated in the over-all
private foreign investment picture of certain developing ESCAP countries. The United States of America
has dominated the picture in Pakistan, Singapore
and Thailand, while in Indonesia and the Republic
of Korea the major source has been Japan. Both
investing countries have figured prominently in investments in Iran and the Philippines. Australia
accounted for the dominant share in Fiji and Papua
New Guinea, the Federal Republic of Germany in
Afghanistan, and the United Kingdom in Malaysia.
Whatever their cause, these source-country dominances seem to have contributed much to the recent
interest of many developing ESCAP countries in
diversifying their source-country foreign investment
portfolios by country of origin and in increasing
indigenous participation in foreign-invested operations.
166. Because of the developed ESCAP countries’
geographical proximity, economic complementarities
and close political relations with the developing
ESCAP countries, recent private foreign investment

Table 16.

D EVELOPING

ESCAP COUNTRIES:

IN V E S T M E N T FROM D A C

N E T PRIVATE FOREIGN

CO U N T R IES,

1969-1974

($US million)
Countries

A f g h a n i s t a n ..................................
B a n g l a d e s h ..................................
B u r m a .........................................
Fiji
. . . . . . . .
Hong K o n g ..................................
India ...............................................
In d o n e sia .........................................
Malaysia . .
.
N e p a l ...............................................
P a k i s t a n ........................................
Papua New Guinea . . . .
Philippines
.
. .
Republic of Korea
Samoa
........................................
S i n g a p o r e ..................................
Socialist Republic of Viet N am a
Solomon I s l a n d s ...........................
Sri L a n k a ..................................
T h a i l a n d ........................................
Iran

.

Source:

.........................................

1960

1970

4.64

0.36

1.74

—0.20
4.41
17.55
34.90
48 .76
13.02
0.13
30.10
42.96
16.03
52.16
0.03
7.62
0.32
0.05
0.46
35.95

—0.75
0.04
24.15
39.11
58.99
37.32

0.09
0.02
33.79
79.70
136.63
19.54
0.04
— 11.19
35.99
—51.33
71.47
0.01
25.77
2.19
— 0.17
1.11
2.31

— 16.65
142.03
30.26
- 2 9 .1 7
0.02
17.42
0.61
—0.44
23.92

1971

1972

1973

1974

6.27
—4.60
2.37
8.81
73.32
—6.04
204.13
81.63

5.30
0.10
—0.47
1.85
80.32
16.99
153.21
65.09
0.05
21.29
97.70
32.18
80.31
1.61
65.44
2.82
—0.01
5.45
17.66

—5.03
2.62
0.33
4.39
150.75
3.25
389.78
137.57
0.24
0.26
134.47
61.12
225.16
105.25
—2.93
0.70
— 5.43
26.71

—2.59
82.44
114.17
105.38
0.16
74.63
9.72
0.52
5.82
37.80

0.30

26.88

- 6 2 2 .4 4

Derived from OECD, Geographical Distribution of Financial Flows to Developing Countries,
annual issues, 1969-1974.
a Information relates to only that part of the country formerly under the administration of the
Republic of South Viet-Nam.
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Table 17.

J A P A N A N D A U S T R A L IA : D IR E C T P R IV A T E F O R E IG N
IN V E S T M E N T IN T H E E S C A P REGION, 1973/74-1974/75

($US million)a
Japan

Australia b

D estination
1973/74

1974/75

Developing ESCAP region
F i j i ...............................................
H ong K o n g .................................
In d o n e sia ........................................
I r a n ...............................................
M a la y s ia ........................................
Papua New Guinea . . . .
P h i l i p p i n e s .................................
Republic of Korea . . . .
Singapore
.................................
T h a i l a n d ........................................
O t h e r s ........................................
J a p a n ...............................................
A u s tr a l ia ........................................
N ew Z e a l a n d ...........................
Total . . . . .
Sources:

123 (9.8)
51 (5.7)
341 (27.1)
376 (42.3)
48 (3.8)
51 (5.7)
126 (10.0)
48 (5.4)
26 (2.1)
11 ( 1.2)
43 (3.4)
59 (6.6)
211 (16.8)
77 (8.7)
84 (6.7)
51 (5.7)
34 (2.7)
31 (3.5)
53 (4.2)
43 (4.8)
Developed ESCAP region

167

1973/74

1974/75

6 ( 8.8 )
8 ( 11.8 )
10 (14.7)

1 ( 0 . 1)
16 (10.5)
19 (12.5)

8 ( 11.8)
—2 ( —2.9)

11 (7.2)
—8C( —5.3)
4 (2.6)

5 (7.4)
1 (1 .5)
— (—)

11 (7.2)
5 (3.3)
27 (17.8)

1 (1 .5)
(13.3)

1 ( 0. 1)

1,257 (100.0)

51 (5.7)
41 (4.6)
890 (100.0)

31

(45.6)
68 ( 100.0 )

2 (1.3)
64 (41.2)
152 (100.0)

Derived from responses to enquiries to Australia, Australian Bureau of Statistics, May 1976,
and Japan, Administrative Management Agency, Office of Statistical Standards, April 1976.
a Numbers in parentheses are percentages.
b Because of exchange rate fluctuations, fiscal-year foreign investment statistics cannot be converted from $A to $US at open-market equivalents. A fixed conversion factor of $A 1 =
$US 1.4 has therefore been used in this table.
c D i s i n v e s t m e n t a t t e n d a n t u p o n P a p u a N e w G u i n e a ’sa t t a i n m e n t of i n d e p e n d e n c e . E a r l i e r
year’s figures are $US 35 (1970/71) and $US 72 (1971/72); 1972/73 data are not available.

167. Japanese direct private foreign investment
among ESCAP region countries is broadly distributed,
with one exception. Indonesia absorbed one-third of
the cumulative 1973/74-1974/75 total; the Republic
of Korea, the second most important single recipient
received only 13 per cent and no other country
received more than one-tenth. In contrast, Australia’s direct private foreign investment in the region
was far more concentrated, with New Zealand
receiving over two-fifths, Hong Kong and Indonesia
over one-tenth each, and the remainder divided
among a relatively few countries of the region.
168. Finally, with respect to the sectoral destinations
of private investment, there is a generally heavy
concentration in the manufacturing sectors of the
developing ESCAP countries. Taking Indonesia,
Iran, Malaysia, Pakistan, the Philippines, the Republic of Korea and Thailand as the more representative cases among those countries providing
data, manufacturing tends to absorb slightly over
half of total private foreign investment on average.
For this group of countries, a quarter of all private
foreign investment in manufacturing has in recent
years gone into the textiles and garment industries,
and another quarter has gone into the chemicals
and petro-chemicals industries. The engineering
industries (here broadly encompassing metals, metal
products, machinery, electrical equipment and transport equipment) have together tended to absorb
a bit less than another quarter of the inflow, leaving
the remaining quarter to be shared among the food,

rubber and miscellaneous manufacturing industries.
Of the non-manufacturing industries in this representative group of developing ESCAP countries, the
hotel industry has tended to absorb about one-tenth
of the private foreign investment inflow, while the
agricultural, mining, construction and transport sectors each have tended to absorb about one-twentieth
on average.
169. The pattern in other countries exemplifies the
wide variety of industrial emphases that may be
experienced as a result of peculiarities in factor
endowment and other circumstances. Afghanistan,
for instance, has concentrated what little foreign
investment has come its way wholly in its fledgling
manufacturing sector. Fiji has made a serious effort
to develop the large potentialities of its tourist
industry and related services, resulting in a concentration of nearly two-thirds of private foreign
investment in the services sector. Papua New
Guinea has had the advantage of starting with a
considerable known mineral wealth, which it has
sought to exploit by attracting foreign investment
into this sector, as reflected in its concentration of
over four-fifths of total private foreign investment
in mining.
Lastly, Singapore’s finely-balanced
economy has necessitated a major effort to attract
foreign investment into the manufacturing sector,
though considerable foreign investment has also
gravitated to the services (mainly hotels and banking)
sector. Over two-fifths of Singapore’s private for-
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eign investment in manufacturing has been in the
chemicals and petro-chemicals fields.
170. Recent years have seen rapid and major policy
developments concerning private foreign investment
throughout the ESCAP region. These changes reflect a growing awareness of the contribution that
private foreign investment can make to the development of specific industries, tempered by a growing
concern over its possible adverse macro-economic
effects. Two basic trends are discernible. First, a
widespread effort has been made to rationalize private foreign investment policy and its implementation
in keeping with over-all development plans and
strategies. Secondly, although the developing ESCAP
countries continue to be sharply divided between
those that emphasize the costs of private foreign
investment and those that emphasize its benefits —
resulting in policy packages that are in certain cases
narrowly restrictive, in others selective, and in yet
others extremely liberal — there are indications of a
gradual drift toward convergence of these differing
policy approaches.
5.

Development assistance

(a) Flows from D AC countries
171. On the whole, the bulk of external financial
resources for the ESCAP developing region came
from the member countries of the DAC countries,
either bilaterally or through multilateral institutions,
although in the case of some individual developing
countries the flows from centrally planned economies
may have been quite substantial, and, more recently,
the members of OPEC have emerged as a new and,
in the case of some countries, the most important
source of development finance.
172. The total value of the net flow of financial
resources from DAC countries and multilateral
agencies to selected ESCAP developing countries31
increased by more than 50 per cent in nominal
terms between 1970 and 1974 from $4.1 billion to
$6.7 billion. The bulk of this increase was in flows
of resources at concessional terms (about $1.8 billion
increase). The main components of the non-concessional flows, private investment and suppliers
credits, follow very closely the cyclical pattern of
economic activity in donor countries which makes
them a rather unstable and volatile source for the
developing countries.
173. The development assistance flows proper (ODA
flows), increased from about $US3 billion in 1970
31 T he selected countries comprise most of the developing marketoriented economies in the ESCAP region. Iran, due to its specific
position as a net donor country, is not am ong the selected countries;
however, for illustrative purposes is listed in table 18 separately.

to about $US4.8 billion in 1974 in nominal terms.
However, in real terms the ESCAP developing
countries received in both 1973 and 1974 less aid
than in 1970 due to the accelerated inflation in
developed countries. This can be clearly seen from
table 18 where the nominal values are converted into
real terms by using the average DAC deflator for
ODA flows.32
174. The preliminary data for 1975 indicate that a
substantial increase of more than $1.1 billion took
place in flows of resources at market terms from
DAC countries and multilateral agencies into the
ESCAP developing region. However, these increased
flows were heavily concentrated on a few of the
ESCAP developing countries, in particular the Republic of Korea and Indonesia. While ODA flows
to several ESCAP developing countries increased
substantially, the total for the ESCAP developing
region increased only marginally due to the drastic
reduction and/or discontinuation of flows to Democratic Kampuchea, Leo People’s Democratic
Republic and the Socialist Republic of Viet Nam.
In real terms, the declining trend in volume of ODA
inflows from DAC countries into the ESCAP
developing region continued in 1975. For the
ESCAP developing region, the trends for the ODA
flows envisaged by the International Development
Strategy for the Second United Nations Development
Decade have not materialized, the main reason
having been a rather disappointing performance of
the major donor countries in regard to “ the 0.7
per cent ODA target” .33
175. Over-all terms of DAC commitments hardened
slightly in 1974 with an average grant element
declining from 87.5 per cent in 1973 to 86.0 per
cent in 1974. However, 1975 saw a considerable
improvement with the grant element rising to 88.3
per cent which was well above the DAC target of 84
per cent.34 The share of tied financial assistance
32 This may not be the most precise procedure, but it seems to be
quite acceptable in view of similarities in ODA deflators among individual DAC countries.
33 T he O D A /G N P ratios of the m ajor traditional ODA donors like
the United States of America, the United Kingdom, the Federal Republic of Germany and Japan remained at low levels in 1975 despite
some recent improvement. In particular the United States of
America and Japan with 0.27 per cent and 0.24 per cent O D A /G N P
ratios exerted a very strong dow nw ard influence on the over-all DAC
average ratio which came to 0.36 per cent in 1975 in spite of a nu m ber of countries including Australia, Belgium, Canada, France, N orway and N ew Zealand recording O D A /G N P ratios around 0.6 per
cent, and Sweden and the Netherlands meeting the ODA target with
0.82 per cent and 0.75 per cent respectively.
34 The two m ajor donors to the ESCAP region did not comply
with the 1972 terms recommendation. T he United States of America,
although providing ODA with a high grant element (86 to 90 per
cent), did not comply on account of its low O D A /G N P ratio. Japan,
in addition to a low O D A /G N P ratio, recorded relatively low grant
element ranging from about 61 to 70 per cent in 1973-1975 period.
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I. Over-all view of developments
Table 18. N e t

r e c e ipt s

of

TERM S FROM

ODA

from

ESCAP

R ecipient

DAC

c o u n t r ie s

and

r eso ur c es

at

c o n c e s s io n a l

MULTILATERAL AGENCIES BY SELECTED DEVELOPING

1970-1975
($US million)

c o u n t r ie s ,

1974

197S

1974 p er capita
receipt
($U S)

1970

1971

1972

1973

28.19

55.96
223.80
44.35
614.33
30.19
304.89
57.92

57.11
421.73
70.77
779.58
35.38
264.66
58.03

31.74
486.76
67.55
1,122.60
32.26
366.63
80.75

47.20
921.85
90.05
1,389.22
42.23
426.42
137.10

1.69
6.49
2.23
1.91
2.62
5.38
5.90

South Asia
A fgh anistan ....................................
B a n g la d e s h ....................................
Burma...............................................
I n d i a ...............................................
N e p a l...............................................
P a k is ta n .........................................
Sri L a n k a.........................................

22.92
821.10
23.44
419.80
49.00

47.23
15.36
40.72
997.33
22.89
412.23
55.02

Southeast and East Asia
Democratic Kampuchea . . . .
Hong Kong ...................................
Indonesia.........................................
Lao People’s Democratic Republic .
M a la y sia .........................................
P h ilip p in e s ....................................
Republic of K o r e a ........................
Socialist Republic of Viet Nama .
Singapore.........................................
Thailand . ...................................

17.82
1.42
464.27
69.29
26.36
45.70
274.61
436.46
28.73
74.00

40.19
3.64
588.38
71.89
41.12
70.28
324.38
460.25
30.88
62.24

67.15
2.90
503.01
66.81
50.23
163.47
365.53
573.66
29.92
53.85

145.72
0.91
616.41
75.87
45.26
222.74
282.15
449.07
25.63
61.17

307.75
1.03
663.14
60.10
69.74
158.46
252.31
673.05
21.52
71.99

82.51
0.14
677.33
36.95
96.56
182.13
240.15
215.16
12.11
83.40

39.00
0.24
5.00
18.44
5.99
3.84
7.54
33.74
9.69
1.75

Oceania
Cook Isla n d s...................................
F iji.....................................................
Gilbert Islands and Tuvalu .
Papua New G u i n e a ........................
Sam oa...............................................
Solomon Isla n d s.............................
Tonga ...............................................

7.04
2.18
147.66
0.96
8.22
1.35

10.67
2.54
144.57
1.12
7.07
0.64

3.72
8.48
4.21
193.96
3.16
12.56
1.17

4.25
14.57
5.98
196.33
3.57
11.63
1.40

5.75
14.85
5.66
263.22
5.57
12.02
3.04

5.54
18.63
5.71
304.27
12.76
21.97
3.07

287.50
26.51
94.33
99.33
37.13
66.78
30.40

20.46

7.06

9.26

—2.96

9.94

—8.13

0.31

A. Total receipts of the above selected
ESCAP developing countries .

2,970.73

3,450.64

3,435.23

3,849.92

4,777.49

5,052.46

4.32

Receipts of countries with per capita
GNP less than $US 200b . . .
Percentage of A ........................
Between $US 200 and $US 300c .
Percentage of A ........................
Between $US 300 and $US 500d .
Percentage of A ........................
Over $US 500e ..............................
Percentage of A ........................

1,915.83
64.49
843.48
28.39
181.06
6.09
30.15
1.01

2,291.24
66.40
928.52
26.91
196.36
5.69
34.52

2,525.26
65.59
1,037.71
26.95
260.41
6.76
26.54
0.69

3,219.27
67.38
1,182.10
24.74
353.56
7.40
22.55
0.47

3,850.86
76.22
764.35
15.13
425.00
8.41
12.25
0.24

3.39

1.00

1,968.41
57.30
1,177.61
34.28
256.39
7.46
32.82
0.96

B. Total receipts of the above selected
ESCAP developing countries in real
terms (DAC average ODA deflator
used)
.........................................
Index (1970 = 100) . . . .

2,970.73
100.00

3,292.60
110.83

3,005.45
101.17

2,785.76
93.77

2,838.68
95.56

2,660.59
89.56

Iran

.....................................................

Source:
Note:

8.68
23.76
3.48

Calculated on the basis of data contained in OECD, D evelopm ent Co-operation Review , 1974 and 1976, Paris.
Countries have been ranked according to their per capita GNP in 1973. For the former Republic of South Viet-Nam per capita
GNP in 1970 was used.
* Information relates to only that part of the country formerly under the administration of the Republic of South Viet-Nam.
b Afghanistan, Bangladesh, Burma, Democratic Kampuchea, India, Indonesia, Lao People’s Democratic Republic, Nepal, Pakistan,
Samoa and Sri Lanka. Except for Indonesia all these countries have been included in the list of countries most seriously affected
by the recent world economic developments.
c Republic of Korea, Philippines, Socialist Republic of Viet N am , Thailand.
d Fiji, Gilbert and Ellice Islands, Malaysia, Papua New Guinea.
e Singapore, Hong Kong.
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in total ODA flows from DAC countries declined
from 33 per cent in 1973 to 29 per cent in 1975.35
176. Another important aspect is the distribution
of external financial flows among the receipients.
The over-all distribution of total flows from DAC
countries to ESCAP developing countries remained
highly skewed against the low per capita income
countries and the inflows are positively correlated
with per capita incomes.36 But ODA distribution
itself is by no means always governed by considerations of economic need or developmental effect. It
is indeed a paradox, that the low-income countries
as a group (under $US 200 per capita) received in
1974 less ODA per capita ($US 3.39) than any
other income group of the ESCAP developing
countries. At the same time, high per capita receipts of ODA ranging from $US 18 to $US 39
were recorded by countries in the Indo-Chinese
peninsula; evidence that ODA flows have been
subject to other than purely economic considerations.
177. It is well known that the size of the country
plays an important role in biasing the per capita
ODA receipts in favour of small countries. This is
most vividly reflected in figures for some of the
Pacific islands which have been receiving ODA
mostly from traditional sources at a much higher
level (up to $US 100 per capita or more) than the
average of the rest of the ESCAP developing region.
178. Recently there has been a certain shift forwards
increased ODA flows to the least developed and
most seriously affected countries. This can be seen
in the increasing share of low-income countries in
the total ODA inflows into the ESCAP developing
countries which rose in 1975 to about 76 per cent.
However, this trend will have to be sustained and
intensified, if ODA flows are not in practice to
accentuate the development gaps among the ESCAP
developing countries.
179. As far as the origins of the ODA flows from
the DAC countries are concerned, the United States
of America remained the main source of bilateral
ODA for the ESCAP developing countries, providing
about 37 per cent of the total bilateral ODA inflows
35 Japan, though partially untying a certain portion of its ODA
in 1974, recorded the highest ratio of tied financial assistance (54.8
per cent of the total ODA disbursements) in that year. In 1975,
Japan made a considerable progress towards untying: the share of
tied assistance was reduced to 38 per cent of total ODA. Canada
and the United States of America were the countries with highest
shares (54 and 46 per cent respectively) of tied assistance in their
ODA programmes in 1975.
36 T he ESCAP developing countries with lowest incomes (under
$US 200) received in 1973-1975 about $US 4 per capita per annum.
The countries with incomes between $US 200 and $US 400 received
about $US 14 per capita. T he countries with incomes between $US
400 and $US 800 received about $US 40 per capita. T he countries
in the highest income group received about $US 52 of external
resources per head of their population.

from DAC countries in 1974. However, the United
States aid was heavily concentrated on the countries
of the Indo-Chinese peninsula which received
$US911 million, i.e., two-thirds of the total United
States bilateral aid flows to the ESCAP developing
region.37
180. Japan, with about 21 per cent of the total was
the second most important donor among DAC
countries, providing $US 775 million in bilateral
ODA. Japanese ODA was mainly directed to
Southeast and East Asia, which took about
$US 600 million or 78 per cent of the total Japanese
ODA flows to the ESCAP developing region.38 It
is abvious, that there is a need for an increase in
ODA flows from Japan to the countries in South
Asia, where a number of MSA countries are located.
181. Australia with about $US 803 million ODA
disbursements in 1974 provided 10 per cent of all
bilatered ODA inflows to ESCAP developing
countries.
Although Australia recently expanded
and diversified its ODA programme quite considerably, Papua New Guinea still loomed very
large among the receipients in 1974, taking about
two-thirds of all Australian bilateral ODA provided
to the ESCAP developing countries.
182. The Federal Republic of Germany, the United
Kingdom and Canada provided 8.2 per cent, 6.5
per cent and 6.2 per cent of total DAC ODA flows
respectively. The ODA flows from these three
countries were largely directed to low-income
countries in South Asia.
183. By far the largest source of multilateral ODA
flows was the IDA which provided over $US 700
million or about 68 per cent of total multilateral
ODA disbursements.
India ($US 421 million),
Bangladesh ($US 88 million), Indonesia ($US 76
million) and Pakistan ($US 66 million) were the
largest recipients of IDA funds in 1974.
Next in
importance was the ODA channelled through the
various agencies of the United Nations system
which amounted to over $US 192 million. In 1974,
relatively large amounts were also obtained from the
EEC multilateral European Development Fund
(EDF) by India ($US 49 million) and Bangladesh
($US 40 million) in the form of the EDF’s steeply
increased contributions to the food aid programmes
and to the United Nations Emergency Operation in
1974. The disbursements made by ADB in 1974
on concessional terms were quite modest, amounting
37 I f assis ta nce f r o m t h e U n i t e d Sta tes o f A m e r ic a to th es e c o u n tries is not to continue in the future, consideration can be given to
the possibility of using the spare United States capacity and redirecting the ODA flows to other, preferably, most seriously affected,
low-income ESCAP developing countries.
38 The Republic of Korea and Indonesia received together onehalf of the Japanese ODA to ESCAP developing region.
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to about $US 27 million,39 out of which almost
$US 11 million was received by Indonesia.
184. Of the utmost importance to the MSA countries
in the region is the continuing expansion of IDA
lending. The total amount of IDA loans committed
to MSA ESCAP developing countries increased from
$US 557 million in 1974 to $US 947 million in
1975 and $US 1,124 million in 1976. The loans
are mostly related to agriculture, agro-related industries (in particular fertilizers) and rural development programmes. In this context, the speedy Fifth
Replenishment of IDA resources at a minimum
level of $US 9 billion is of vital interest to the MSA
countries which in the foreseeable future cannot rely
on non-concessional financing.40
Similarly, the
proposed replenishment of $US 830 million of the
Asian Development Fund to obtain resources for
ADB new concessional loan commitments should be
considered as a minimum.
(b)

Flows from centrally planned economies

185. In the absence of data on disbursements, data
on commitments are used to indicate the broad
trends in aid flows. This first half of the Second
United Nations Development Decade saw a substantial increase in the level of average annual aid
commitments undertaken by the centrally planned
economies from about $US 825 million in the 1960s
to a level close to $US 2.5 billion annually as loans,
credits and grants to developing countries in the
1971-1975 period.
186. In 1971-1975 the total commitments of CMEA
member countries amounted to $US 9.7 billion.
The ESCAP developing countries obtained about
one-fourth of these commitments, i.e. about $US 2.5
billion, out of which the USSR committed about
$US 2.1 billion. On the receipient side, with the
exception of Iran, all the ESCAP developing
countries to which CMEA aid was committed41
39 This is quite understandable in view of the recent origin of
ADB’s ODA programmes. In 1975 disbursements jumped to SUS
77 million with Indonesia ($US 18 million), Bangladesh ($US 16
million) and Pakistan ($US 16 million) being the major recipients
of concessional flows. The commitments of new ODA loans had
to be curtailed in 1975 in view of ADB’s considerable difficulties
in mobilizing resources for funding.
40 For other ESCAP developing countries, in particular in East
and Southeast Asia, the continued expansion of the World Bank
regular lending capacity in real terms based on the increase in the
authorized capital of the World Bank is the most relevant issue.
In addition, a number of ESCAP developing countries, including
some MSA countries, made use of the World Bank’s Third Window
to the amount of about $US 360 million in 1976. It is highly
desirable that the subsidy account of the Third W indow be kept
open to receive contributions so that the original target of $US 1,000
million in additional loans can be reached.
41 Afghanistan ($US 760 million), Iran ($US 520 million), India
($US 500 million), Pakistan ($US 430 million) and Bangladesh
($US 300 million) were the major recipients in 1971-1975 period.

39
belong to the category of the lower income countries
and all of them have been identified as most seriously
affected by the recent world economy crisis.
187. The CMEA countries credits usually carry an
interest rate of 2.5 per cent and a repayment period
of 10 to 15 years. Most of the credits and loans
so far have been related to specific projects in key
industries42 (metallurgy,
heavy
engineering,
chemicals etc.) and tied to supplies from the creditor
country, but the repayment of the loans has been
generally made in local commodities or in the local
currencies of the aid-receiving countries, thus not
adding to their foreign exchange strains. Increasing
attention is being paid to export-oriented projects,
in particular those matching the import needs of
CEMA countries both in regard to raw materials
and manufactures.
188. The aid commitments of China have been
stepped up considerably in the first half of the
Second United Nations Development Decade. Out
of more than $US 2.5 billion of new commitments
undertaken in 1971-1975 nearly $US 600 million
were directed to the ESCAP developing countries.
The major recipients of Chinese aid commitments
in the 1971-1975 period were Pakistan ($US 161
million), Nepal ($US 125 million), Afghanistan
($US 109 million) and Sri Lanka ($US 106 million).
These, as well as other minor recipients belong to the
low-income and most seriously affected developing
countries in the ESCAP region.
189. Nearly all the aid extended by China so far
has been bilateral. Although the loans and grants
are largely tied to projects for which equipment and
services are supplied by China, they also often
provide for commodity assistance to finance local
project costs.
While such comprehensive project
assistance forms the larger part, aid has been also
extended for relieving critical foreign exchange shortages and for relief grants.
190. The sectoral composition of the Chinese project
aid in the ESCAP region tends to be concentrated
on quickly productive medium- and small-sized projects in various industries, in particular the textile
industry, and on road construction and agriculture,
including irrigation projects. More recently, China
has also extended aid for medium-sized projects in
chemical and metallurgical industries. The Chinese
aid is provided on very soft terms.
Most of the
loans are provided interest free with maturities of
20-25 years including a grace period of 10 years.
42 In some countries co-operation is increasingly directed to agriculture and agro-related consumer goods industries. Some of the
loans have been used for commodity imports (e.g. USSR wheat loan
to India in 1973).
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Flows from members of OPEC

191. Following the massive increase in their oil
revenues, the members of OPEC have become a
new important source of external finance for the
non-oil developing countries. The flows of financial
resources from OPEC to other developing countries
have been effected through various channels, both
bilateral and multilateral, and provided on both
The
concessional and non-concessional terms.
ODA commitments of the members of OPEC
dramatically increased from about $US 2.2 billion
in 1973 to $US 7.4 billion in 1974 and $US 5.4
billion in the first half of 1975.43 Together with
Saudi Arabia and Kuwait, Iran was the largest contributor, committing about $US 3.2 billion between
January 1974 and June 1975.
192. The disbursements of funds provided by
members of OPEC at concessional terms increased
from about $US 1.1 billion in 1973 to a level exceeding $US 3.4 billion in 1974 and continued to
flow at this level during the first half of 1975.44
Although the disbursements through multilateral institutions increased from $US 9 million in 1973 to
$US 416 million in 1974, the bulk of ODA flows
(88 per cent in 1974) from the members of OPEC
was effected through bilateral channels.
193. Most of the aid from members of OPEC went
to the ECWA area. However, it appears that the
developing ESCAP countries received more than
$US0.5 billion of bilateral ODA in 1974 with India
($US 243 million), Pakistan ($US 201 million) and
Bangladesh ($US 52 million) having been the major
recipients and Iran the major donor.
There are
indications that in 1975, Pakistan continued to be
the largest recipient of OPEC aid to the ESCAP
region.
It has been reported45 that Pakistan
obtained total commitments of $US 770 million in
fiscal years 1974-1976 from Iran, the Libyan Arab
Jamahariya, Abu Dhabi and Qatar for quickly disbursing balance-of-payments support.
Of this
amount, $US 30 million was disbursed in 1973/74,
$US 410 million in 1974/75 and $US 330 million
in 1975/76. The rupees generated by the assistance
were utilized to finance development projects and
programmes. In addition, Iran, the Libyan Arab
Jamahariya, Saudi Arabia, Kuwait and Abu Dhabi
pledged or committed $US 391 million in project
aid mostly for industrial development.
The
43 Unless otherwise indicated the data on OPEC are draw n from
UNCTAD, “Elements of a programm e of economic co-operation
am ong developing countries” (T D /1 9 2 /S u p p .l) .
44 The ODA provided by the members of OPEC in 1973 and
1974 represented 1.1 per cent and 1.9 per cent of their combined
G N P respectively, and was far above the 0.7 per cent target set
for the developed countries’ ODA flows in the International Developm ent Strategy for the Second United Nations Development Decade.
45 Government of Pakistan, Pakistan Economic Survey 19 7 5 /7 6
(Islamabad, 1976), pp. 147-156.

assistance from members of OPEC amounted to 6
per cent in 1973/74, 36 per cent in 1974/75 and
(an estimated) 31 per cent in 1975/76 of all disbursements of foreign economic assistance to
Pakistan.
It has been further reported that in
1975/76 the Iranian commitments of aid to
Pakistan were in excess of $US 300 million, thus
far surpassing the commitments of the traditional
principal source of aid to Pakistan — the United
States of America ($US 185 million).46 Furthermore, in view of the recently extended commitments
to them, Afghanistan, Indonesia and Malaysia are
likely to join in the near future the ranks of major
recipients of aid from the members of OPEC in the
ESCAP region.
194. Some of the development ESCAP countries received concessional aid from members of OPEC
through multilateral channels.
The members of
OPEC contributed $US 150 million directly to the
Special Account of the United Nations Emergency
Operation in 1974, and by June 1976 had contributed $US 62 million, i.e. half of the total contributions, to the Subsidy Fund of the World Bank’s
Third Window.
At the same time, members of
OPEC pledged contributions to the IMF Subsidy
Account designed to reduce the cost of borrowing
under the IMF Oil Facility for the MSA countries.
More recently, by increasing their original pledges
to about $US 440 million the members of OPEC
were also instrumental in meeting the required
minimum of $US 1 billion in setting up the International Fund for Agricultural Development.
195. In a broader context, the members of OPEC
became an important source of financing for non-oil
producing developing ESCAP countries in the area
of non-concessional flows.
Here, arrangements
have started to be made for members of OPEC to
participate directly in the financing and implementation of development projects in some of the ESCAP
countries.
However, the largest flows took place
through the IMF Oil Facility in 1974 and 1975 and
through the Euro-currency market.
(d)

The debt problem

196. In the pre-1973 period, the external public
debt of the developing countries continued to increase at an accelerating pace. The average annual
increment of 12-13 per cent in the late 1960s rose
to around 16 per cent in 1970-1972 and 19 per
cent in 1973. The increase of service payments on
this outstanding debt was even more pronounced,
growing in average by 16 per cent per annum in the
1967-1972 period and accelerating to 31 per cent
46 See Far Eastern Econom ic Review (H ong K ong), vol. 92, No.
26, 25 June 1976, p. 90.
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more recently a considerable shortening of
maturities; in 1974, only 19 per cent of loans to
developing countries were for one to six year
periods and 81 per cent were for more than six
years. In 1975, the share of relatively short-term
(one to six years) loans rose to 75 per cent and in
the first half of 1976 it was running at a level of
over 70 per cent.48

in 1973. T he more rap id increase in service payments reduced the new flow (gross disbursements
minus amortization) or net transfer (gross disbursements minus amorization and interest) of resources
resulting from a given volume of gross lending.
197. The relatively faster increase in debt-service
payments was connected with the rising share of
private capital in the total capital flows into
developing countries. This change in the composition of the capital flows which took place during
1967-1973 period resulted in the over-all
“hardening” of the terms and was ultimately reflected in the acceleration in debt service payments.

200. In regard to the burden of the debt service, the
ratios declined in 1973-1974 for the majority of the
ESCAP developing countries. However, it should
be pointed out that this was mainly the result of a
temporary export commodities boom that tapered
off by 1975.49 So it seems that the hardest years
are yet to come. The slackening of growth in exports in 1975 combined with the expected increase
of debt-service payments on recent hard-term
borrowing is likely to have increased the debtservice ratios drastically.
According to the
UNCTAD estimates, for non-oil-exporting developing countries the ratio of debt service on public
and publicly guaranteed debt to the export of goods
will rise from a level of 11 per cent in 1974 to 18
per cent in 1976 and 21 per cent in 1977. If the
service on non-guaranteed private debt is taken into
account, these ratios may reach 26 and 29 per cent
respectively.50
Needles to say, for many of the
developing countries a debt-service burden of this
magnitude would critically reduce their import
capacity in regard to the items essential for development; the need for development assistance on easy
terms is thus greater than it has ever been.

198. The data on the external indebtedness of the
selected developing ESCAP countries, as reported
by the World Bank, are presented in table 19. It
can be seen that the East Asian countries’ external
indebtedness rose at a much higher pace in 1973/74
than that of the South Asian countries.47 At the
same time, the reliance on private creditors was
much higher in the case of East Asian countries.
On the contrary, the data on debt-service ratios indicate that the servicing of the outstanding debt
put a much larger strain on the foreign exchange
earnings of South Asian countries.
199. However, the data in table 19 do not reflect
the most recent trends which are quite disturbing.
In both 1975 and 1976, the developing ESCAP
countries had to resort to an exceptionally large
volume of external borrowing. A substantial part
of these funds was supplied by private banks and
other sources at relatively hard terms. Moreover,
the major source, Euro-currency credits, showed

48 IBRD, Borrowing in International Capital Markets, sec ond q u a r ter 1976 (E C -181/762).
49 In case of some countries, debt relief negotiated in the early
1970s also contributed to the decline in debt-service ratios in 19731974.
50 UNCTAD, “International financial co-operation for developm ent” (T D /1 8 8 /S u p p . 1).

47 W ith the exception of Bangladesh and Burma, which represent
rather special cases.
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c o u n t r ie s

,

1974

($US million)
In d ex
1974/1972
disbursed debt
outstanding

In clud ing undisbursed
D isbursed
only

Total

Bilateral
official

M ultilateral

Suppliers

Bank s

4,295.5
24.9
900.0
737.6
776.6
932.9
37.4
237.2
648.9
6,224.3
74.9
500.6
97.6
4,211.2
1, 198.4
141.7

3,107.9
1.2
1,280.1
16.7
83.1
1,636.0

3,130.0

East Asia and Pacific total . . . .
9,849.1
135
21,154.0
13,006.8
F i j i ............................................................
25.0
66.3
41.3
344
I n d o n e s i a ...............................................
5,644.2
8,696.0
146
5,897.3
M a l a y s i a ...............................................
385.6
2,189.1
139
873.9
Philippinesa
........................................
699.7
2 ,002.2
1,031.2
121
Republic of K o r e a .................................
2,261.6
6, 147.3
155
4,028.7
Socialist Republic of Viet N am b .
189.5
291.5
144.2
225
S i n g a p o r e ...............................................
232.7
639.0
224
476.8
T h a i l a n d ...............................................
1,122.6
513.4
130
410.8
South A s i a ...............................................
17,573.7
24,980.1
18,238.1
121
A f g h a n i s t a n ........................................
1,515.0
1,596.3
771.6
114
B a n g l a d e s h ........................................
917.8
1,674.9
753.7
1,236
B u r m a .....................................................
306.2
455.4
291.7
179
I n d i a .....................................................
9,573.5
14,207.5
11,241.6
114
P a k i s t a n ...............................................
4,751.2
120
6,230.0
4,634.5
Sri L a n k a ..............................................
510.0
816.0
123
545.0
Source: World Bank, A nnual Report, 1974 and 1976.
a Does not include publicly guaranteed private debt estimated at $US 582 million.
b Information relates to that part of the country formerly under the administration of

62.6
28.2
1,001.1
6.5
221.6
51.2
391.5
170.5
159.9

477.4
971.0
394.3
1,173.4
46.2
33.0
34.7
174.3
34.9
0.4
29.0
109.7
0.2

the Republic of South Viet-Nam.

O ther

771.6
15.3
394.3
78.3
48.5
143.4
18.4
73.4
6.7

2.2
0.2
4.3
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II. THE HUMAN DIMENSION: PARTICIPATION IN DEVELOPMENT
201. With the dethronement of growth rates as the
sole measure of development, there has been increasing attention in recent years to the question of
the participation of different sectors of the population in the development process and in the distribution of the benefits of growth. When development
is regarded as a process calling for participation of
all members of a society, it must be seen as a set of
complex social and economic relationships evolving
over a period of time, the nature of which it is
often difficult to grasp. Such long-term relationships
however have to be taken into account in development policy formulation, implementation and
evaluation.
The process of modernization underway in the developing countries, though at varying
speeds, has given urgency to such considerations.
In the brief coverage here of such long-term processes, attention has been concentrated on the
social relations in production in the rural sector
both on account of their importance and their complexity, on women and youth participation, on industrial and rural labour environment, and the
magnitude of unemployment.
A.

INTEGRATED RURAL DEVELOPMENT
1.

Rural development

202. The post-1971 period witnessed the adoption
and continuing implementation by the developing
ESCAP countries of a wide range of policies and
strategies and the launching of numerous programmes and projects designed to contribute to
rural development.
Some specific illustrative
examples are cited.
203. The Philippines has intensified its land reform
effort, in the immediate post-1972 period, with the
declaration of all rice and corn areas as land reform areas with the tenants of those lands being
deemed owners of the land they tilled as at the time
of the decree in 1972. Sri Lanka, completed the
physical take-over of about 560,000 acres of surplus
lands under the first stage of its land reform programme during the period 1972 to 1974.1 The
National Programme of Minimum Needs was started
in India, as part of the Fifth Five-Year Plan, in 1974
to provide certain basic amenities in the form of
elementary education, rural health and drinking
water, and with provision for slum clearance, rural
roads and rural electrification. Thailand sought to
attack the twin problems of inadequate rural infrastructure and off-season rural underemployment
through a strategy of block allocation of resources
to local areas to finance projects selected at the local
level, embodied in the Tambon Development Fund
1 In 1975, plantations owned by companies were taken over by
the State.

Scheme started in 1975. In 1972, Pakistan commenced its Integrated Rural Development Programme, which sought to improve the socio-economic
situation of the small and medium size farmers
through the increase of their productivity by providing technical guidance, supervised credit, supply
of inputs, marketing facilities etc., in an integrated
manner from a focal point (know as a Markaz)
serving a production area of 50 to 60 villages. The
Republic of Korea launched Saemaul Undong (New
Community Movement) in 1971, with the aims of
generating attitudinal changes in the rural people
and of improving the rural physical environment and
the standard of living of the villagers through projects decided upon by the local people themselves
and executed on the basis of mutual self-help, supported by the relevant government agencies through
subsidies and loans.
Bangladesh has recently introduced the Swanirvar Bangladesh Programme or
self-reliant approach to rural development.
Iran
sought to provide support to the institutional aspects
of its land reform programme through the setting
up of the Central Organization for Rural Cooperatives in 1973.
Malaysia commenced a programme of amalgamating a wide range of mainly
single-purpose agricultural co-operatives into a network of about 210 farmers’ co-operatives with the
enactment of the Farmers’ Organization Act of
1973.
204. Apart from such specific examples, there has
been a broadening of the scope of programmes
aimed at increasing agricultural productivity through
more effective provision of inputs etc., and of programmes for expanding access of the rural population to a variety of social services particularly
education and health.
205. While progress has been made in some areas
there is growing concern among political leaders
and professional planners that the over-all situation
with regard to rural proverty appears to be
deteritorating. Orientation of development policies
and programmes towards the needs of the poor is
often held to require a process of growth, selfreliant and sustained, a broad-based, participatory
and decentralized pattern of development and an
integrated approach to the basic needs of the rural
poor in a planned and co-ordinated manner. These
three aspects are interrelated but a few observations
in respect of each may be made.
2.

Self-reliant growth

206. There is a consensus among the developing
countries of the region that, without forgoing the
advantages of international trade and to the extent
their resource endowments permit, they should be
self-supporting in meeting their critical require-
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ments in terms of goods and services generally. In
regard to rural development the significant aspect is
the degree of self-reliance that rural communities at
different levels — village, the sub-district, the
district and the province — could be expected to
develop and sustain. Hence the importance of
decentralization and participation in the development process.
207. In a number of countries, for instance India,
Malaysia, Sri Lanka and Thailand, there has been
an increase in the involvement of local institutions
in the identification and preliminary formulation of
development projects.2 However this involvement
has tended more to take the form of the execution
of tasks delegated from central organs of government than the mobilization of support and resources
for achieving the goals of locally-planned activities,
under a more systematically conceived philosophy of
self-reliant growth.
208. An important aspect of self-reliant rural
development is the ability to evolve a technological
base, viable in terms of requirements as well as
indigenous resources. The need to develop such a
technology policy is often acknowledged by governments; its urgency has increased as the “new
technology” in agriculture has proved to be importbiased. The systematic development, adoption and
exploration of such a policy is still to come about.
There are, however, some interesting experiments
underway in the region for rural technology development, building on the resources and needs of the
village population. Development of a cheap source
of energy in the form of bio-gas plants and upgrading the design and performance of traditional
transport vehicles (such as the bullock-cart) are but
two such examples.
Some beginnings have been
made with the exploration of such potential in the
fields of health and education. Efforts have to be
hastened with deliberate speed if the objective of
self-reliant rural communities is not to remain for
ever a distant goal; they also provide a promising
avenue for technical co-operation among developing
countries.
3.

Mass-based and decentralized development

209. Among the developing countries in the region,
the attitude and commitment of governments to
mass participation in the development process vary.
There are some countries in the region where there
are strong traditions of local self-government and
the broadening of the popular base of such institu2 The Panchayati Raj in India, the restructuring of the local
government system in Malaysia in 1974, the Agricultural Productivity Committees in Sri Lanka since 1972 and the Tam bon Development Fund Scheme in Thailand in 1975.
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tions and their restructuring are envisaged in recent
governmental policies.
At their present stage of
economic development, it is felt by some governments that central initiative and direction primarily
through bureaucratic channels will be more
appropriate in terms of efficiency and timing of
development efforts. Some other governments see
in arrangements for mass participation potential
threats to their prevailing policies.
210. Prevailing ideas and practices relating to
decentralization and participation vary from country
to country in the region; however, they have one
important characteristic in common in almost all
the developing ESCAP countries. Decentralization
that has been tried, with involvement of local institutions in development work, has been largely
with respect to implementation and less so in formulation of development plans at the local level in
crucial areas. Even in such a limited sphere, the
institutions concerned have tended to be dominated
by a minority elite.
211. Co-operative societies, for example, have been
shown to be manipulated by elites in a variety of
ways.
Refusal to repay loans can lead to insolvency3 and thus keep the reins of credit in the
hands of the wealthy.4 Rural works programmes
have frequently been dominated by the relatively
wealthy; they have strengthened rural elites and
their income generating effects for the poor have not
been fully realized.5 Extension efforts, which
should function partly to help small farmers gain
access to externalities, tend to be concentrated more
on larger farmers, in part because they are able to
exercise their demand through their domination of
local agents of highly centralized bureaucracies.6
The domination of rural economies by the rich
farmers has been allowed to reduce the availability
of irrigation water to all.7
212. A major factor in the case with which elites
have been able to achieve or maintain their
domination is the highly centralized nature of
bureaucracies.
The early success of the Comilla
project in Bangladesh has been partly attributed to
3 Akhter Ham med Khan, “Tour of 20 Thanas" (Pakistan
Academy for Rural Development, February 1971).
4 P.K. Mukherjee and B. Lockwood, “H igh yielding varieties programme in India” in R.T. Shand (ed.), Technical Change in Asian
Agriculture (Canberra, Australian National University Press, 1973),
p. 75.
Inayatullah, Co-operatives and Development in Asia (Geneva,
UNRISD, 1972), p. 57; Akhter Ham med Khan, “The ghost of
Comilla”, Integrated Rural Development, vol. I, No. 1, December
1975, p. 73.
6 S.D. Biggs and C. Burns, “Agricultural technology and the
distribution of output in a traditional rural system”, Institute of
D evelopment Studies Discussion Paper, No. 21 (Brighton, University of Sussex), p. 26.
7 E.H. Jacoby, Man and Land: T he Fundamental Issue in Developm ent, (London, Andre Deutsh, 1971), p. 336.
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the fortuitous abolition of the national community
development programmes to which it would otherwise likely have been subordinated.8 Elsewhere,
local level bureaucrats are excessively subordinated
to national hierarchies, as opposed to local government, and thus subject to control through ties
between local and national elites in extensive
patrimonial systems.9
213. Various measures are being taken by governments to remedy the situation in regard to
dominance of rural institutions by a minority of
rich and powerful classes. In Bangladesh, for instance, proportional representation according to the
various strata and occupations of the rural society,
is being experimented with at the village level in the
membership and management committees of village
co-operative/council or farmers’ associations, to
prevent their possible domination by a minority.
Special interest group organizations for small
farmers, landless workers, women and rural youth
are being fostered, both by governments directly and
through non-governmental private sector efforts in
some countries of South Asia. The results observed
are not encouraging in terms of generating countervailing organizations at the local level, viable in
terms of making their requirements felt if not
dominating the over-all pattern of rural development.
214. In order for participation to be effective further
decentralization of administrative and political
structures may be necessary. Land reform has been
most effective for example (in the improvement of
tenure security, small farmer income and political
power of small farmers) where it has been implemented through local representative bodies.10
In southern
Again the relationships are complex.
Gujarat, India, the strengthening of small farmers
weakened the landless because it gave the former
common cause with large land-holders.11
8 H . M . C h o l d i n , “ A n o r g a n i z a t i o n a l anal ysi s o f r u r a l d e v e l o p ment projects at Comilla East Pakistan”, Economic Development
and Culture Change, vol. 20, No. 1, October 1971, p. 673.
9 J. Ingersoll, T he Social Feasibility of Pa M ong Irrigation, a
report to the US Bureau of Reclamation (W ashington D.C., 1969),
p. 181. This can work both ways of course. Merely cutting local
bureaucrats loose from national hierarchies will likely leave them
at the mercy of local power elites unless complementary steps are
taken to increase the democratic nature of local systems.
10 J. Montgomery, “Allocation of authority in land reform programmes; a comparative study of administrative processes and outputs”, R TN reprint (N ew York, ADC, Inc., 1974), p. 5. Local
officials can be protected against landlords by pitting the latter
against national level officials. This is not a simple process, how ever. " . . . any purposeful distribution of land m ust entail the
distribution of wealth, income, status, capacity for saving, and
political influence which will not only provide incentives for increased agricultural production and labour productivity but will
strengthen the socio-economic position of the peasant population.”
E.H. Jacoby, op. cit., p. 171.
11 J. Bremen, “Mobilization of landless labourers: Halapatis of
south Gujarat”, Economic and Political W eekly (Bombay'), vol. 9,
No. 12, 1974, p. 490.

215. The frequent ineffectiveness of-co-operatives in
taking care of the needs of the poor farmers provides a clear demonstration of the importance of
participative approaches. The manner in which
co-operatives have been manipulated by elites has
been cited. One reason why this has been so easy
for them is that co-operatives have rarely provided
viable alternatives to traditional patron-client relationships; the expectation of survival is often
maximized for the poor and the weak by competition with their peers, not by attempting to cooperate with each other in opposition to the desires
of the wealthy and the large.12
216. However, simple decentralization of administrative structure is not the answer.
It all too often
makes possible direct links between bureaucrats and
elite at the local level.
If decentralization does
not somehow simultaneously make local functionaries
answerable to the poor, it merely brings a change in
the mode of their exploitation.
In general,
decentralization is a necessary adjunct but by itself
will not bring about mass participation.
217. Mass participation cannot be conceived independently of appropriate institutional means. It
requires fundamental, across-the-board institutional
restructuring, to provide the rural poor with the
organizational avenues for the management of their
own affairs in ways they themselves determine.
Otherwise, mass participation could be used in the
interest of elite-determined goals. In fact, what is
required is actual devolution of authority, with resources which the rural poor may mobilize and
appropriate as they consider necessary to respond
to their own felt needs and expectations, with rural
governmental agents offering technical support to
those self-governing units when specifically called
for. This would require the rural poor to organize
themselves voluntarily and on their initiative to
In the past the rural poor
pursue their interest.
have been thwarted by vested, usually landed, interests to whom any basic rural institutional change
constitutes a real threat.
Initially it may be
necessary for the rural local, private, nongovernmental, voluntary bodies linked by confederal
arrangements with similar local linkages in
neighbouring localities to organize themselves and,
if required, with government-operated activities, to
bring about the vertical and horizontal change in the
institutional arrangements and processes for massbased rural development. Such arrangements have
necessarily to be evolved in the context of each
country’s socio-economic conditions.
12
competition for the few favours to be had in a situation
of continuous scarcity in each and every respect invalidates any
strengthening of horizontal solidarity.” J. Bremen, loc. cit., p. 491;
ESCAP, “Premises and implications of a unified developed process”
(SD / S P /E x In -3 ).
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218. Integration in the context of rural development
has both a physical and a human connotation. In
terms of fulfilling essential needs of the rural masses
there is growing recognition that past efforts, both
in plan formulation and implementation, at improving the quality of life in the rural areas tended
to be fragmented and compartmentalized.
This
was in many ways the direct result of the manner
in which departments and specialized agencies concerned with rural development planned and executed
their activities.
Co-ordinating or integrating
mechanisms were either weak or ineffective in the
face of strong departmental loyalties and
jurisdictions.
219. The weaknesses of the administrative system
are being increasingly highlighted and many governments in the region are experimenting with alternative ways of achieving a unified thrust to ensure
complementarity of efforts and to avoid overlapping
or duplication.
Some of the experiments are no
more than ad hoc efforts at setting up interdepartmental committees with the hope of bringing about
a unified approach to both planning and execution
of rural development programmes.
Some others
represent more formal structural innovations within
government.
The Philippines, for instance, has
instituted a Cabinet Co-ordinating Committee,
serviced by professional staff, for major rural
development projects.
220. In a more fundamental sense there is the
failure to integrate the rural masses in the process
of planning and development. One expects a more
purposive and co-ordinated thrust from specialized
departments when the people at large, particularly
the disadvantaged, are able to articulate their
essential requirements and insist on their being met.
This is part of the larger problem of mass participation referred to earlier.
221. A related aspect is the integration of women in
economic development. This will require training
and upgrading of their skills as well as their participation in innovative technology for reducing physical
strain and drudgery. Efforts at integrating women
in development are largely confined to formation
of women’s asosciations, mothers’ clubs etc., for
family planning and home crafts.
Important as
these are, extension-training for women will upgrade
their skills and can lead to their participation in
development of adaptive research and indigenous
technology and, thus, needs to be explored. It is
important to increase the productivity of women in
the work they usually perform in rural societies
while they are being groomed to perform new roles
connected with family and nutrition.
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222. Education and training in the context of expanding the local technological base for integrated
rural development require a shift in the present
urban focus and allocation of greater resources, in
favour of basic education, non-formal education for
adults and on-the-job training of farmers, artisans
and peasant technicians.
The content of basic
education itself has to be related to the local and
work situation. Developing countries of the region
are directing increased attention to bringing about
such changes, with limited progress so far. The
village school which, in many countries, is alienated
from the local scene and requirements, has to
become the focus of experiments in agriculture,
health services and the like. China exemplifies the
integration of the school with the local community.
Decentralization of school management to local and
regional levels is being attempted in some countries,
particularly those with well-developed local selfgovernment institutions; a basic problem is their
lack of adequate financial resources.
Innovations
like involving the small farmer and the local
craftsmen as teachers in the rural school and the
departmental technicians as part-time teachers are
being tried in some areas.
Students are in some
cases being trained as barefoot doctors to serve the
local community. However, these developments
are only at an experimental stage.
223. Integrated rural development also calls for an
intimate relationship between communities and their
health services. There is growing realization that
the basic threats to health in rural areas can be
countered by less-expensive and preventive sanitary
measures undertaken by group action; also basic
health services can be provided by community
workers in the rural areas after elementary training.
The continued and significant dependence on indigenous systems of medicine has attracted renewed
attention to their role, when integrated with the use
of a modern medical system. However mechanisms
like primary health care centres in India are only
outreaches of the urban-oriented medical delivery
system.
Recently, as in the Philippines and
Sarawak (Malaysia), various systems have been experimented with which share a common emphasis
on local recruitment and local training of villagers
as health workers, who will remain in their own
community to deliver basic health-care after relatively short training periods.
Another focus
found in most developing countries is on extending
comprehensive services to mothers and children,
imparting at the same time a better understanding
and development of family planning.
224. Finally, it needs to be emphasized that the
ideals of self-reliance, participation and decentralization will remain largely irrelevant unless full
utilization of the rural labour force in productive
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activity can be achieved.
Without regular employment and adequate income, sustained development for the masses, consistent with their dignity
as human beings, is inconceivable. Some countries
like Malaysia have been able to absorb the growth
in the labour force in manufacturing and labourintensive export industries. But this is exceptional
and in countries like Indonesia, India and
Bangladesh, the labour force is anticipated to more
than double itself over the next decade. Providing
productive employment to the millions of unemployed and underemployed has thus to be of
utmost priority in the strategy for rural development.
It is generally recognized that this will have to be
built into the strategy for increased agricultural production and for diversification of the rural economy.
Of late, it is also realized by many developing
countries in the region that the countryside alone
cannot absorb the expected massive addition to the
labour force.
Decentralized market towns, when
systematically developed along with rural-based industries and supporting services, can provide
additional employment opportunities.
B.

EMPLOYMENT AND UNEMPLOYMENT

1. Measurement of unemployment
225. The applicability of Western concepts of employment and unemployment to the Asian context
— in both rural and urban settings — is questionable.
Rural employment has traditionally been
only one aspect of a set of diffuse relationships, relationships within kin groupings, patron-client
bonds or factional groupings.13 As agriculture
becomes more commercialized, however, the reciprocal nature of these relationships tends to break
down and they take on more the character of interclass relationships wherein the more powerful, in
terms of control of land and capital, are able to
employ the less powerful — the growing rural
proletariat — with less concern for traditional
security expectations.14 A related situation exists
in urban Asia regarding the inapplicability of
“Western concepts which basically presuppose that
an organized labour market exists, that workers
have mobility and can voluntarily choose between
alternative jobs, and that the institutional environment standardizes labour performance in such a way
that little specific attention to the duration of the
work day and week and the qualitative dimensions
of labour input is necessary”.15
13 See, for example, Ameerul H u q (ed.), “Exploitation and the
rural poor, a working paper on the rural power structure of Bangladesh” (Kotbari, Comilla, Bangladesh Academy of Rural Development, 1976).
14 Inayatullah, Access to Distributive Justice for the Rural Poor
(Kuala Lum pur, Asian Centre for Development Administration,
1976).
15 G. Myrdal, Asian Drama (New York, The Twentieth Century
Fund, 1968).

226. The difficulties in measuring the degree of unemployment start with the concept of the labour
force itself. According to this concept, all persons
either working or seeking work, for pay or profit,
in a reference period of a week preceding the
enumeration, are included in the labour force. It
is a concept sepcially designed for measuring the
labour force in advanced industrial countries but
widely followed in most countries, following the recommendation of the United Nations Statistical
office. This concept is not particularly appropriate
in the developing countries, in which so much of
economic activity takes place in the agricultural
sector on a highly seasonal basis.
Further, substantial numbers of persons, who are idle and
willing to work, are in fact not seeking work, because they do not expect to find any and are therefore not included either in the labour force or in
the count of the unemployed (the so-called “discouraged workers”).
There has also been a considerable change in the labour-force participation of
women. Formerly, a large proportion of the female
labour force was in the category of unpaid family
workers; as definitions of unpaid family workers
were not uniform among countries and even within
countries over time, there were large variations in
the labour-force participation rates of women. In
recent years, the number of women employed or
seeking work as employees has risen steadily with
levels of education, urbanization and lack of productive employment opportunities in their household
or family farms or other enterprises.
227. In addition, there are equally serious difficulties
in the concepts of employment and unemployment.
The concept of unemployment occurs in its most
clear-cut form in the advanced industrial countries
in which unemployed persons are most readily
identifiable by their inability to find work for which
they are suitable by well-established norms and
hence are eligible for unemployment benefits from
the social security systems in those countries. In
the absence of such a system in the developing
countries, large numbers of persons who are unable
to find employment, which is in some sense suitable
for their qualifications, are forced to work in various
other capacities just to earn a living and do not
therefore appear in the various counts of unemployment. The typical case of persons who do appear
as unemployed in such enumerations are therefore
the young, educated workers from the better-off
families who can afford to remain unemployed because they are maintained by their families.
228. Because of the weakness of the labour-force
approach in measuring the amount of unmeployment, there have been a number of small-scale
sample surveys in many ESCAP countries in which
more carefully designed definitions of labour-force
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participation and unemployment are used. One of
the special aspects surveyed is that of underemployment in rural areas.
Another special approach
used was an attempt to measure underutilization of
labour, not by the amount of time spent at work,
but by the incomes earned by work; this has been
described as the income approach to employment.16
2.

Results of recent measurements

229. The results of recent measurements of unemployment in some of the ESCAP countries may be
briefly summarized as follows. The 1971 census of
India estimated that 3.3 millions were unemployed
in India (1.5 millions in urban areas and 1.8 millions
in rural areas). The census, however, enumerated
only 186.1 million persons who were mainly or
secondarily working and including the number unemployed, which is only 34 per cent of the population. It is generally felt that this estimate is not
comparable with the earlier estimates in India, such
as the estimate of 40 per cent from the National
Sample Survey, or with estimates from other
countries.17 According to the census, the unemployment rate (the unemployed as a proportion of
labour force) comes to only 1.8 per cent. If the
estimate of the labour force is revised upward to
make it comparable with other countries, the unemployment rate would be even lower. It is clearly
a serious understimate, compared, for example, with
an estimate of nearly 5 per cent in 1961/62 shown
by the 17th Round of the National Sample Survey
and with estimates from small-scale surveys in
various parts of the country, such as the estimate of
22 per cent in Bihar reported by M.L. Dantwala,18
based on a calculation in terms of man-days. The
census estimate is also completely out of line with
the data on the proportion of the population below
the austere poverty line used for planning purposes.
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sample surveys that have been carried out recently.19
Apart from this there have also been investigations
in some areas of the numbers of employed persons
who would be willing to take on more work and
whose earnings are currently below a poverty line,
which brings the degree of underutilization of
labour, according to the Hauser approach, to as high
as 30 per cent.
231. The unemployment situation in Sri Lanka was
studied intensively by one of the interagency
missions organized by ILO in 1971. This report
showed a rate of open unemployment as high as
14 per cent of the labour force in 1969/70 and the
proportion of households below the poverty line as
high as 44 per cent.20 The 1971 census showed an
even higher rate of unemployment of 18 per cent.
232. A similar ILO mission also surveyed the unemployment situation in the Philippines. It found
open unemployment to be 6.1 per cent of the labour
force in August 1972 but made a rough “guesstimate” of total unemployment (i.e., open unemployment plus an inadequate income measure of
underemployment) in the vicinity of 25 per cent.21
233. The most recent labour-force survey of
Malaysia for which data are available was that conducted in 1972. It showed an unemployment rate
of 7.3 per cent.
Since then, the unemployment
situation has shown small fluctuations around this
figure as monitored in terms of registered unemployment.22
234. The employment-unemployment situation in
Thailand has been surveyed in the series of annual
labour force sample surveys; for the round in
January to March 1973, the survey showed less
than a half per cent of the labour force in the
unemployed category.

230. Unemployment data were collected in the 1971
census of Indonesia, but as a result of changes in
the process of making the final classifications from
the questionnaires used, there are two widely
differing estimates of unemployment rates, namely
2.2 per cent according to the Series C estimate
(preliminary) and 8.8 per cent according to the
Series E (final) estimates.
A closer study of the
data suggests a rate of about 6.0 per cent, which is
in line with the results of some special labour-force

235. Although there are considerable differences in
the level of unemployment in the various countries
of the region, mainly because of differences in concepts and definitions, there are many similarities in
the pattern of unemployment in most of them.
Unemployment rates were higher in urban then in
rural areas. They were higher for younger workers

16 D. Turnham and I. Jzeger, T he Em ploym ent Problem in Lessdeveloped Countries (Paris, OECD, 1971). An approach along this
line has been devised by P.M. Hauser for the Organisation of
Demographic Associates and the Council for Asian Manpower
Studies (hence known as the ODA-CAMS approach) and has been
used in a number of countries. P.M. Hauser, The Measurement of
Labour Utilization (Honolulu, East-West Center, 1973).
17 M.L. Dantwala, " Poverty and unem ploym ent in rural India"
(September 1973) (m im eo.), p. 287.
18 Ibid.

19 R.M. Sundrum , “Unemployment in Indonesia” Ek onom i dan
Keuangan Indonesia (Jakarta, September 1975), pp. 261-268.
20 International Labour Office, Matching E m ploym ent Opportunities and Expectations: A Programme of Action for Ceylon (Geneva,
1971), pp. 25, 35-36.
21 International Labour Office, Sharing in D evelopment: A Program me o f E m ploym ent, Equity and Growth for the Philippines
(Geneva, 1974), p. 7.
22 Government of Malaysia, Economic Report of the Treasury,
1973/74, 197 4 /7 5 and 1975/76.

3.

Pattern of unemployment

48

Biennial Review and Appraisal of the International Development Strategy

than for older workers. They increased with the
level of education up to about the secondary level,
the more educated workers having a higher rate of
unemployment, partly because of their education
but also partly because they were younger. This
is shown by the fact that the tendency for unemployment rates to increase with the level of education
applied mostly to first-time job-seekers, while the
unemployment rates of those with previous work
experience are more uniform. Unemployment rates
were also higher for women than for men, especially
in urban areas.
236. Some of the countries of the region have,
however, had a different experience. These are the
countries which have achieved a substantial decline
of fertility and lower rates of population growth,
namely the Republic of Korea, Hong Kong and
Singapore. In the early and mid-1960s, these
countries also had high rates of unemployment, but
in the late 1960s and early 1970s, they had such
high rates of economic growth that there was a
sharp change from a situation of unemployment to
one of shortage of labour, especially in the more
skilled categories. Although this is to be expected
in the course of economic development, the noteworthly aspect of the experience of these countries
was the speed with which the situation changed in a
remarkably short period of time.
237. The problems of employment and unemployment in developing countries of the ESCAP region
and elsewhere are already the subject of a large
literature.23 Unfortunately discussions suffer from
a dearth of empirical information, apart from considerable confusion about concepts and definitions,
so that it has not been possible to identify the
crucial determinants of the growth of employment
and unemployment.
238. Among the factors which have been identified
as those leading to high levels of unemployment in
developing ESCAP countries are:
(a) The rapid growth of population leading
to a rapid growth of the labour force;
(b) An increase in the labour-force participation by women;
(c) A high rate of migration to urban areas,
where it is more difficult to provide employment
opportunities, from rural areas, where it is
sometimes easier to meet the problems arising from
unemployment;
23 They have been reviewed, e.g., in Economic Survey of Asia
and the Far East, 1972 (United Nations publication, Sales No.
E.73.II.F.1), Economic Survey o f Asia and the Far East, 1973
(United Nations publication, Sales No. E.74.II.F.1) and Economic
and Social Survey of Asia and the Pacific, 1974 (United Nations
publication, Sales No. E.75.II.F.1).

(d) The slow rate of growth of industrial employment compared with the rate of growth of industrial production, because of excessive inducements to make use of capital-intensive techniques
and against labour-intensive techniques;
(e) A highly unequal distribution of income
leading to low demand for labour-intensive commodities and a high demand for capital-intensive
commodities, as shown, e.g., by the calculations
made in the formulation of the Indian Fifth FiveYear Plan;
(f) The effects of import-substitution strategy
of industrialization which gives an excessive preference for capital-intensive commodities and
techniques;
(g) The difficulties of finding markets in
developed countries for labour-intensive exports
from developing countries;
(h) The high aspirations brought about by
the expansion of the educational system and the
type of education provided.
239. These adverse influences on unemployment
have been widely discussed in the literature for a
considerable time. In spite of the operation of the
above factors, the economies of the developing
countries of the region have been absorbing a
sizeable part of the growth in the labour force which
has already occurred. The process by which this has
been accomplished is still not very clear; what is
evident however, is that in spite of such absorption,
the rate of unemployment has been growing in East,
Middle South and Southeast Asia between 1960 and
1973 and long-term projections indicate that the
situation will have become critical by 1990 and
probably sooner than that.24
C.

TECHNOLOGICAL CHANGE

240. Technology is rarely static.
Changes in
social relations in production associated with
changes in technology in the modem, large-scale industrial sector are quite palpable and have been
extensively studied and documented. Such changes
in the more traditional, agriculture-oriented rural
sector are however exceedingly complex. It is this
latter type of change that has of late come to assume
a special relevance and urgency in the context of
the large population affected in almost all the
developing countries of the region. The impact of
such immense and vital changes, has necessarily to
be studied in a broad historical context.
241. Historically speaking, traditional rural societies
evolved social relationships with which they could
24 Y. Sabolo, “Employment and unemploym ent, 1960-1990” ,
International Labour R eview (Geneva) vol. 112, No. 6, December
1975.
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largely internalize the impact of external changes.
A prime characteristic of such social relationships
has been the ability of traditional rural societies to
soften the adverse effects of external changes to
particular segments, even though the more privileged
would manage to attract to themselves the major
benefits associated with the changes.
There is
however evidence to suggest that with the pressure
of population on land and on the social relations in
production based on ownership of land, and with the
inroads made by the commercialization process in
general, the traditional mitigating mechanisms are
becoming weakened. The introduction and spread
of modern technology in agriculture have, for instance, made possible large and rapid increments
in income to those with access to the needed
facilities and inputs, particularly land, water, improved seeds and fertilizers, but this process has
also witnessed a simultaneous forsaking or dilution
of the customary obligations of the land-owners to
the weaker segments.
Some of these obligations
were in the nature of regular payments or gifts and
some others were special dispensations during important social occasions or family stress.
Some
aspects of this vital socio-economic phenomenon are
referred to in brief and purely by way of illustration
in what follows. They have an important bearing
on the current review of policy formulation towards
providing basic minimum to the rural poor.25
242. There are many examples of important innovations in rural areas of ESCAP developing
countries which gained ground and came to be
adopted relatively slowly, produced relatively low
income increments and did not substantially change
traditional relationships.
In the Punjab, for
example, the economic growth which resulted from
new irrigation in the early twentieth century had
little effect on traditional relationships.26 Similarly,
the substantially economic changes consequent upon
the introduction of sugar to Java reinforced rather
than destroyed traditional relationships there in the
nineteenth century.27
243. With the increasing pressure of population on
land and the scarcity of other resources for everyone to work and prosper, the need to share the
25 See chapter III below.
26 McK. Marriott, “Technological change in underdeveloped rural
areas" in L.W. Shannon (ed.), Underdeveloped Areas (New York,
Harper, 1957). A different kind of change may, however, be a
partial cause of the very rapid growth in productivity of the
more recent past in this area. The resettlement which followed the
partition of the South Asian sub-continent resulted in a physical
break in patron-client relationships, both because some moved and
some did not and because artisan clients of farmers were resettled
in urban concentrations. The effect upon productivity of thus relieving former patrons of traditional obligations may be presumed
significant.
27 C. Geertz, Agricultural Involution : The Processes of Ecological
Change in Indonesia (Berkeley, University of California Press,
1971), p. 117.
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work available and yet maintain landholdings at a
reasonable size led, in Java, to a complex set of
owner-tenant-labour relations and “a variegated
tenant system produced a corresponding complex
weave of social distinctions and relationships
embroidered with elaborate rituals and formalities.
Such a pattern became the hallmark of an ‘involuted’
society where social forms became more important
than substance and significant change virtually impossible.
Social interaction became ornately
ritualistic, masking the underlying problems of a
society living on the edge of survival.”28 However,
such internalization was not without its drawbacks:
“this formal behaviour increasingly retarded the
kind of group interaction that might have worked
towards solution to the Javanese dilemma.”28 The
process is also to be found elsewhere (e.g., in the
Philippines), and can be caused by the shortage of
any of the factors of production.
Similar trends
have also been observed in Malaysia,29 Sumatra30
and in South Asia.31
244. The growing commercialization had its impact
on the process of involution and more generally on
the traditional pattern of economic and social relations in rural society. For instance, it has been
noted that in parts of peninsular Malaysia the introduction
of rubber
weakened matrilineal
structures.32 Epstein describes an analogous reaction to the introduction of cocoa in Papua New
Guinea.33
245. One particular case which has received wide
attention from scholars in recent years is worth referring to in some detail here. This relates to the
weakening of traditional social organizations
associated with technological changes as exemplified
in the case of rice production in Java. Traditionally
rice was harvested in this island by cutting one stalk
at a time with a small knife or aniani. This was a
suitable technique because traditional strains of
rice matured over a relatively long time period and
the mature stalks could be harvested first selectively.
Participation in this kind of harvesting was open to
all; farmers were expected to permit participation
by all who approached them. The share of each
28 J.A. Larkin, “The causes of an involuted society: a theoretical
approach to rural southeast Asian history” , The Journal of Asian
Studies (Chicago), vol. XXX, No. 4, August 1971, p. 786.
29 Masuo Kuchiba and Yoshihira Tsubouchi, “Paddy farming and
social structure in a Malay village”, The Developing Economies,
vol. V, No. 3, September 1967, p. 471.
30 D.H. Penny, "T he transition from subsistence to commercial
family farming in North Sumatra”, unpublished Ph.D. dissertation,
Cornell University (Ithaca, New York, 1964), p. 139.
31 G. Myrdal, op. cit., p. 1,061.
32 E. Boserup, W omen's Role in Economic Development, (London. George Allen & Unwin, Ltd., 1970), p. 61.
33 T. Scarlett Epstein, “The ideal marriage between the economist’s macro-approach and the social anthropologist’s macro-approach
to development studies”, Economic Development and Cultural
Change, vol. 24, No. 1, October 1975, pp. 43-44.
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was fixed at one-seventh to one-ninth of the amount
he or she harvested. The system had the effect of
ensuring that anyone in the rice-growing villages
who was willing to put in a certain minimum work
at the time of harvest had a guaranteed income, in
the form of the most important staple of that area,
namely, rice.
Young and old, men and women,
without other resources to fall back upon took
advantage of this system to support themselves.
Considering that in many areas there were two rice
crops in a year, this was not an insignificant
phenomenon.
246. In more recent years, however, the system has
been showing signs of strain.
Rapid population
growth has greatly increased the number of people
who want to participate in the harvest.
This has
reduced the amount any one individual can harvest
and has forced the share demanded up toward onesixth.34 The large numbers of people both reduce
net farmer incomer and are more difficult to
manage. Also, the growing of HYVs itself involves
resort to extra-village institutions for needed inputs
obtainable only on commercial terms. In the
process the farmer is forced into commercial costbenefit calculations.
The stakes are higher and
cost minimization looms large.
Consequently requirements of traditional reciprocity tend to be
played down.
247. One of the results appears to be the development of new harvesting systems.
Field studies
show that fanners sell their crops to trader groups
(penebas) before they are harvested and the penebas
harvest them, having agreed on a price based on the
latter’s estimate of the size of the crop. The main
feature of this system from the point of view of the
present discussion is that the penebas are not bound
by the traditional obligations which used to apply;
specifically, they are not expected to accept all who
wish to participate in the harvest.
Harvesting
costs for the penebas, using the aniani, are found
to have been 42 per cent lower because their control
over their workers (who probably accept the control
because their incomes are higher than if they were
forced to compete with the population at large)
makes it possible to reduce the share of each to
one-eleventh, or considerably lower than the
traditional share.
The employment impact of
penebas is obvious, and it is made even worse by
the tendency of penebas to use sickles rather than
aniani for harvesting as HYVs mature uniformly
and selective cutting is no longer necessary.
The
decrease in employment is significant. The penebas
34 W.L. Collier, G. Wiradi and Soentoro, “ Recent changes in
rice harvesting methods”, A.D .C. Staff Paper 73-3 (N ew York, The
Agricultural Development Council), p. 43. The expectations that
go with an involuted social structure would encourage the farmers
to dem and that their incomes be kept at traditional absolute level
even with the increase in the num ber of prospective harvesters.

with aniani reduce employment by about 18 per
cent; with sickles the reduction is 60 per cent.35
248. Illustrative of the same tendency to discard
traditional systems and to experiment with new
arrangements with a view to minimizing costs and
maximizing returns, in the context of the introduction of new production techniques in agriculture, is
the attitude towards substituting mechanical for
human power.
Field studies of this phenomenon
in relation to the introduction of HYV seeds show
divergent trends in respect of different crops and
different areas. Some of the factors influencing
farmers’ decisions in this regard are technological.
With the use of shorter maturing varieties and
resort to multiple cropping, there is a tendency to
complete ploughing and harvesting operations as
quickly as possible.
This consideration reduces
farmers to the use of machines rather than labourers.
Similarly the need to cover simultaneously large
tracts of land which may be attacked by pests or
diseases make farmers use machines (including
helicopters) for spraying pesticides rather than rely
on manual spraying. Some of the other considerations influencing decisions in this matter are socioeconomic in nature.
The difficulties of management, the insistence on payment of minimum wages
and provision of other amenities, the fear of
unionization, all these, singly or together, weigh with
the farmers, particularly those with large holdings,
to mechanize as many of the agricultural (including
processing) operations as possible. Mechanization
is attractive in the processing of crops because
traditional methods of drying and milling are not
adequate for the vastly increased yields under the
new technology; the labour displacement effects here
could be very considerable. Subsidized mechanization, in particular, encourages land concentration
because owners of capital equipment are encouraged
to utilize it fully. There may be multiplier effects
here. For example, owning a tractor, the primary
function of which is rapid ploughing to permit
double cropping, may encourage the purchase of
harvesting equipment.
249. While no unique picture seems to emerge from
the studies undertaken in this regard in different
developing countries of the region in recent years,
it is clear that this entire phenomenon illustrates the
need to evaluate techno-economic phenomena in
their larger social context.
This is an area that
poses important issues of policy for governments, as
part of a larger socio-political problem of the impact
of modernization and technological change on
traditional social systems.
35 W.L. Collier, G. W iradi and Soentoro, loc. cit., p. 44. Other
technological changes are further reducing labour use. See J. Hinkson, “ Rural development and class contradictions in Java”, Journal
of Contemporary Asia, vol. 5, No. 3, p. 333.
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250. Another aspect that has arisen in the scrutiny
of the social organization of agricultural production,
is the landlord-tenant-labourer configuration during
changes in production techniques.
A study by
Frankel36 illustrates these aspects in the Indian
Punjab. While the number of recorder tenants fell
from 583,000 to 80,000 from 1953 to 1955, this
was mainly an anticipation of land distribution
legislation. On paper, the tenants became labourers
but, by and large, they managed to retain their
land-use rights. The introduction of HYVs appears
to have brought about a change in this situation.
Land values have increased 300 to 500 per cent
within an interval of a few years.
While tenants
rightly feel that they are entitled to a share of this
increased production, landlords also naturally
expect to receive larger income in accordance with
Rents are rethe enhanced value of their land.
ported to have increased from 50 per cent of the
crop to 70 per cent. Labour agitation succeeded
in raising cash wages by about 25 per cent, but
landlords responded by withdrawing traditional
rights to fodder, guel, free lands etc.
251. While more such illustrations could be cited,
what is perhaps more important to reiterate at this
stage is that the choice and application of
technology and the nature of the modernization
process do not occur in a vacuum; they are influenced by the pattern of class relations and the
structure of political power.
It is not surprising
therefore that the already powerful classes in rural
society tend to benefit substantially from the changes
and the more disadvantaged sections tend to lose
out.
In fact the more powerful rural classes are
not only able to influence the choice of technology
in the first instance but are generally in a position
to ensure its application to their benefit. For instance, it is well known that large farmers enjoy
special advantages in the adoption of HYVs; they
have better access to extension services and thus to
the wider range of new techniques required.
Extension structures tend to be geared to optimum
conditions, and thus to the needs of large farmers.
Extension officers are often forced to concentrate on
large farmers by the expectations of the structures
in which they work.
For example, if their performance is judged on the basis of area covered,
their effort can be most efficiently directed to large
farmers.
252. Sociologically the most distinctive feature of
the technological change in agriculture is the
emerging agrarian hierarchy where at the top there
36 F.R. Frankel, “The politics of the green revolution:
patterns of peasant participation in India and Pakistan”
Poleman and D.K. Freebairn (eds.), Food, Population and
m ent: The Impact of the Green Revolution (N ew York,
1973).
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is the combination of “ownership of land and
capital with skills in manipulating both ‘traditional’
and ‘modern’ institutions.”37 In rural areas
throughout the region there is the co-existence of
two kinds of social systems, the traditional one
organized in terms of kinship, community and, in
some South Asian countries, caste, and the modern
one, that of the impersonal bureaucratic system.
The ambidexterity of the rural elite in handling both
systems is hardly surprising considering the links
between the urban and the rural elite. The lowest
stratum of the agrarian hierarchy is made up of the
sharecroppers and agricultural labourers with uncertainty about employment and tensure and without
any significant unity one would expect between them
on the basis on the identity of their material
interests.38
D.

INDUSTRIAL AND

RURAL LABOUR ENVIRONMENT
253. Generally speaking, political and economic
development during the biennium were not favourable to labour movements in the Asian region.
Trade union rights such as freedom of association
and the right to organize and to bargain collectively
(ILO Coventions 87 and 98) were often subjected
to restrictions, or even abolished. In a situation of
economic recession labour movements were restricted
to a large measure in promoting the conditions of
work and life of their constituents. By and large,
the labour movements were not able to avert a fall
of real wages in a situation of often rampant inflation which tended to cause labour unrest. Against
the background of restricitive measure imposed on
them, labour movements in certain countries had to
maintain a low profile or to stop operating altogether. In some instances the prevailing conditions
were not conducive to overcoming certain weaknesses, such as multiplicity, inadequate finance,
shortage of trained leaders etc., which to varying
degrees have characterized the labour movements in
Asian developing countries.
1.

Industrial relations

254. In their effort to reduce or to avert the
economic cost of protracted labour disputes, to
settle labour disputes expeditiously, to raise productivity and to develop a climate favourable for
investment and employment creation, Asian
Governments have taken legislative or administrative
measures designed to established sound labourmanagement relations.
Several labour codes have
undergone substantial revisions, the abolition of the
37 A. Beteille, Studies in Agrariaan Social Structure, (London,
Oxford University Press, 1974), chapter 3, pp. 56-117.
38 Ibid., p. 113.
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right to strike and the establishment of elaborate
arbitration procedures figuring prominently in the
new provisions.
In the Philippines, under the
Labour Code of 1972 and the martial law policy of
restricting the use of coercive action in resolving
labour disputes, parties to a dispute are held to
submit to arbitration or to the jurisdiction of the
National Labour Relations Commission. Arbitration is now generally accepted as the instrument in
resolving grievances arising out of the application of
collective bargaining agreements.
255. Under the labour law of Indonesia, in the
event that negotiations of the disputing parties do
not result in a settlement, the case can be submitted
to an arbitrator or arbitration board usually agreed
upon by the parties. Wherever the parties do not
agree to submit their disputes to arbitration, they
are obliged to accept conciliation, or the settlement
of the dispute by the central/regional committee.
The establishment of grievance procedures in the
plant or enterprise, whereby voluntary arbitration
could be employed, still needs to be developed.
256. In Thailand, strikes and lockouts were
forbidden from October 1976 for the period of
martial law but there was a clear affirmation that
the labour law was still in force and all labour
rights to the minimum wage, overtime pay, welfare
benefits and legal unions were still guaranteed.
Subsequent directives advised both labour and employers to continue collective bargaining strictly in
accord with the Labour Code of 1975 and provided
machinery for compulsory arbitration by the Labour
Relations Committee if necessary.
257. In Singapore, most collective bargaining
agreements contain a grievance producedure to
settle grievances or complaints at the plant level.
The parties, after following the different steps in the
grievance procedures or after conciliation by the
Commissioner have failed to resolve the dispute,
may refer the dispute to a referee. It is mandatory
for all collective agreements to contain a “Referee
Clause” for settling disputes arising out of the
operation of the agreement.
258. In Malaysia, currently, parties to a collective
agreement may provide a procedure for the settlement of disputes arising out of the interpretation or
application of the agreement which may include
their submission to a referee. Such a proviso will
not preclude, however, the Minister of Labour from
referring the case to the Industrial Court if the procedure in the agreement is ineffectual or will not
settle the dispute expeditiously.
259. Such changes in trade union rights are not
confined to the above countries. In the interests of

uninterrupted production and as a temporary
measure, as announced by the national authorities,
such modifications have been made in some South
Asian countries also; at the same time labour
welfare programmes were continued and expanded.
260. Often with the support of bilateral and
multilateral agencies, governments have sponsored
extensive training programmes for labour administrators and representatives from workers’ and employers’ organizations.39 The training effort in the
labour relations field often took the form of
co-operation among Asian countries. For example
a programme of the Department of Labour of the
Government of Thailand in the field of labour relations and labour administration included extended
study tours undertaken in close collaboration with
the Departments of Labour of Singapore and of
Malaysia.
Similarily, in collaboration with the
Department of Labour of the Philippines, a tripartite
study tour team from Indonesia studied the
Philippines experience in the codification of labour
laws and observed their system of labour relations
In India, the
under the New Labour Code.
National Labour Institute, conducted an International Seminar on Industrial Democracy in 1976
in response to an increasing interest in the Asian
region for workers’ participation in decision-making
at various levels of the enterprise and of the industry.
The creation of an Asian Institute for
Industrial Democracy is under consideration.
Ground has been laid for TCDC-type of action to
implement programmes for strengthening collective
bargaining, to establish adequate labour relations
system and to promote the application of labour
standards.40
2.

Participation of labour movements in the
development effort

261. In many instances, the unions have done more
than serve the basic purposes of wage negotiation
and industrial relations by contributing to the
national development programme and by themselves
operating projects designed to create more job
openings and to improve the distribution of income.
262. Through participation in a standing system of
consultation with governments, unions have ensured
that the aspirations of the working population are
reflected in development plans, while enlisting the
solidarity of organized labour in support of plan
implementation.
39 A series of seminars on industrial relations was organized and
conducted in the Asian region by ILO in collaboration with NORAD
over the period 1971-1975.
40 The needs of Asian countries in the field of industrial relations
and the capacity of existing resources and institutions have been
identified by an ILO Asian Team of Experts.
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263. Furthermore, unions have taken the initative
on their own account in the fields of banking,
vocational training and co-operatives.
Several of
them operate savings schemes; thus the Malaysian
Trades Union Congress has established a Workers’
Bank to manage the savings of its members in the
workers’ interest. As a commercial bank, it is able
to provide financial support and management of
development projects.
In co-operation with the
Great Alonioners Trading Corporation investments
are channelled into labour-intensive enterprises in
agriculture and industry, including a rubber plantation and a textile mill.
Partnerships with private
firms and government statutory bodies are being
arranged for funding larger investments.
264. In addition to their traditional preoccupations,
several trade unions are focussing attention on
manpower development, either on their own
initiative or complementary to the human resources
development programmes of governments and industry.
In Malaysia the National Transport
Workers’ Union has undertaken the establishment
of a vocational training institute. Also several
trade unions have embarked in co-operative enterprises by launching multipurpose co-operative
societies with investments being channelled into industry, workers’ housing etc. Special note may be
made of the range of consumer and service cooperatives successfully established by the Singapore
National Trade Union Congress.
3.

Organization In the rural sector

265. Representative organizations in the rural sector
are largely confined to a minority of the labour
force, essentially to workers in the plantation
sector.
The poorer section of the rural labour
force including small and marginal farmers, tenants
and sharecroppers and landless agricultural workers
remains largely unorganized. Various programmes
such as settlement projects, land reform measures
and programmes for integrated rural development
are carried out by various government agencies and
efforts are being made to enlist local organizations/
institutions of one type or another to promote participation of the rural weak in the socio-economic
development process.
The purpose of the local
organization is in general to allow limited participation in planning and plan-execution of programmes
of development.
266. More effective organization of the rural
workers in a wider sense is regarded as an important pre-requisite to promote popular participation for purposes of rural development.41 The role
41 ILO, “H um an resources development in rural areas in Asia
and role of rural institutions”, Report to the ILO 9th Asian Regional
Conference in Colombo, September-October 1975.
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of rural workers’ organizations in development and
the importance of rural development of programmes
based on participation of the weaker sections of the
rural population have been universally recognized.42
Many obstacles are inherent in the socio-economic
conditions in the rural sector — small peasants,
tenants, landless agro-workers and others are
scattered over wide areas, means of communication
are inadequate, the level of literacy is low etc.
Furthermore, the rural weak are a heterogeneous
group comprising various categories which partly
overlap and sometimes reflect different economic interests.
Often, rural elites discourage or prevent
attempts to organize the rural workers.
An
additional obstacle exists in those countries where
freedom of association is not respected.
267. The experience of some countries has shown
that these obstacles can be overcome. Participation
of rural workers in the process of socio-economic
development is facilitated if a set of conditions are
fulfilled: first, by decentralizing both allocation of
resources as well as delegation of authority to the
lowest echelons of an administrative system for
planning and plan-execution purposes; secondly,
training and promotion of leadership in the rural
areas; and thirdly, identification by the rural
workers’ organizations of meaningful goals and
objectives which can be at least partially realized
over a short period.
268. Efforts of rural workers to organize themselves
have to be supported by established trade unions.43
A number of experiments are indicative of the
initiative by certain trade union movements to support the organization of rural works:
(a) Educational efforts are being directed towards various categories of rural workers on the
basis of an area approach to raise their awareness
for various types of economic activities and the prospects of their participation in such economic
activities. In this context the established organization acts as a “go-between” between the various
programmes of rural development and the potential
beneficiaries in the rural sector. With experience
the organization of beneficiaries is expected to
undertake a number of trade union functions on its
own initiative. In this connexion reference should
be made of pilot projects in India launched by international trade union organizations in co-operation with their national affiliates;44
42 ILO Convention (No. 141) and Recommendation (No. 149)
adopted at the International Labour Conference in 1975; ESCAP
resolution 161 (XXXII).
43 This was the conclusion reached at the ILO Asian Regional
Seminar on the Organization of Rural Workers, New Delhi, 1976.
44 Most notably the Aurangabad and Ghazirpur experiments
launched by the IC FT U /A R O and ICFTU Asian Trade Union
College.
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(b) Another approach involves the promotion
of skill training among the rural weak and their
organization into agricultural co-operatives;
(c) A third approach is based on the concept
of providing extension services to the rural weak,
organized and funded with resources of the
sponsoring trade union.
269. These various approaches are being undertaken by the trade union movement on a pilot basis
to gain experience for larger programmes in the
future.
E.

WOMEN AND YOUTH PARTICIPATION

270. Sex and age have almost always been used as
criteria for social ranking.45 The concern with integrated social and economic development focusses
attention on the position of women and youth and
thus on the fact that there is much that is
essentially arbitrary in their subordination to those
who are male a n d /o r older.
271. Some contemporary factors overshadow the
acceptability of maleness and age as criteria of
superiority. First, the growth in global communications since the end of the Second World W ar has
brought most of humanity’s many diverse cultures
into contact and forced the realization upon all,
especially upon those at the bottom of social
hierarchies, that there are many ways to solve the
organizational problems which are inherent in all
human groups.
272. An inportant result ofthis global juxtaposition
of the many possible variations for the organization
of oppression46 is precisely the realization that the
structures of oppression are fundamentally arbitrary.
Once it is realized that some societies are less
oppressive in some respects, it is natural for
members of other societies to ask for the justification for any degree of oppressiveness in their own.
The question is particularly difficult to answer in the
value context which characterizes the development
effort.47
45
. . social roles, like social status, are classified into superior
and inferior. Sex and age categories are the basic and universal
criteria for differentiation.” “ Programme of concerted international
action to promote the advancement of women and their integration
in development: status of rural women, especially agricultural
workers” (E /C N .6 /5 8 3 /A d d .2 ) , p. 5.
46 “Oppression” can be variously defined and is loaded with
ideological overtones. Its results are less controversial though:
“poverty, illiteracy, confinement to the house, undernutrition and
superstition tend not only to reinforce but also to perpetuate a
pattern of idleness and low efficiency in all activities including agriculture, and to inhibit the full utilization of rural wom en as
hum an resources for national development.” Ibid., p. 14.
47 This value context, together with observed discrimination
against women, was a m ajor reason for the United Nations Declaration of 1975 as International W om en’s Year. An obvious example
of the arbitrary nature of distinctions can be found in the differences
in literacy and school enrolm ent between women and men.

273. A second contemporary factor that is combining with the growth in communications to
threaten the legitimacy of the social subordination
of both the young and the female, is the expectation
that accompanies the development process; some
of the problems development was to solve have in
fact worsened.
Consequently, expected new
economic roles are not emerging at nearly the required rate as discussion of employment problems
has shown.
Further, social structures which base
their oppressiveness upon the promise of future
benefits are being shown to be ineffective.
Also,
because traditional structures are breaking down,
whether or not as a result of successful development,
the old and the male are losing the objective means
of their control over the young and the female.
274. One analyst has identified five causes of
weakened control associated with m odem change
processes.
First, physical movement is more
common and distance weakens control. Secondly,
there tends to be differential mobility within kin
groupings and so the probability is lower that strong
extended families will survive. Thirdly, more and
more public services are taking over what in the
past were family functions (finance, education etc.).
Fourthly, achievement is beginning to replace
ascription as a criteria of placement and so family
connexions are becoming less important, albeit
slowly.
Fiftly, specialization increasingly means
that jobs require training, and so, again, such connexions are becoming less meaningful (except as a
means of access to educational opportunities).48
Obviously, generalizations of this nature must be
treated with a great deal of caution. In a preface
to a 1970 edition the same analyst offers the important caution that middle and upper class families
are able to use their resources both to retain control
over members and to increase their effectiveness as
economic units.49
275. There is substantial evidence in support of the
contention that the subordination of women is intensifying as economies modernize. The probability
is lower that women will achieve literacy and their
drop-out rate is higher throughout the educational
process.
Poorer education tends to be accompanied by poorer nutrition and poorer health care
for female children.
Adult women do not have
equal access to training.50 Women’s wages are
lower and may be more unequally distributed than
48 W illiam J. Goode, W orld Revolution in Family Patterns (New
York, T he Free Press, 1963), p. 369.
49 Ibid., p. xvi.
50 FAO, Proceedings of the Bangladesh-FAO W orkshop on the
Problems of the Small and Subsistence Farmers and Agricultural
Labourers, 25 March-4 April 1974 (Dacca, Bangladesh Agricultural
Research Council, 1974), p. 23.
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men’s wages.51 In agriculture also, modernization
tends to relegate women to simple and traditional
tasks, while men perform tasks which are modern
and complex52 and more productive.53
276. A number of economic and social indicators
of the position of women in the ESCAP region are
shown in table 20.
Life expectancy of women in
developed countries is greater than that of men,
usually by about six or seven years.
In many
ESCAP developing countries the spread between the
life expectancy of the sexes is considerably less than
this.
In some countries, particularly in South
Asia, the female life expectancy is equal to or lower
than that for males. This may be due to a number
of factors including, particularly, high fertility rates,
51 M. Mangahas, “Income inequality in the Philippines: a decom
position analysis”, Population and E m ploym ent W ording Paper No.
12 (Geneva, ILO, February 1975) (m im eo), p. 287. This is a
general problem, it must be properly interpreted. It is clear that
lower wages for women, where their potential productivity can be
assured equal to that of men, will reinforce the very processes which
are assumed to cause lower secular female productivity, e.g., child
bearing. If the opportunity cost of child bearing is low the
probability of large families increases. See Shahid Javed Burki,
“ The eradication of mass poverty: the Pakistan experience” in
A r n o l d W e h m h o e r n e r ( e d ,).Effective Anti-Poverty Strategies (Bangkok, FES, 1973), p. 237; S.D. Punekar, J.C. Sharma, Snehal
Phatak, Income and Labour M arket Participation of W omen
Workers in India (Bombay, Jata Institute of Social Sciences, 1976).
52 E. Boserup, op. cit., p. 53.
53 All of these reduce the effectiveness of mothers as socializers
for modernity. See also “Programme of concerted international
action to promote the advancement of women and their integration
in development” (E /C N .6 /5 8 3 /A d d .2 ), p. 25.

Table 20.

Country

A f g h a n is ta n .................................
B a n g l a d e s h .................................
B h u t a n ........................................
B u r m a ........................................
C h i n a ...............................................
Democratic Kampuchea .
Hong K o n g ..................................
I n d i a ...............................................
I n d o n e s i a ..................................
Iran .
..................................
J a p a n ...............................................
Lao People’s Democratic Republic
M a la y s ia ........................................
M o n g o lia ........................................
N e p a l........................................ .......
P a k i s t a n ........................................
P h i l i p p i n e s .................................
Republic of Korea
. . . .
Singapore........................................
Sri L a n k a .................................
T h a i l a n d ........................................
Notes:

W OM EN:

Life expectancya
(years)
Female

Male

43.4
42.0
47.5
54.1
65.5
49.9
74.3
51.5
51.3
54.0
77.3
45.0
63.8
64.6
47.5
52.1
62.4
64.9
73.2
71.0
63.2

42.7
42.5
44.7
51.0
61.8
47.0
68.3
52.6
48.7
53.1
71.5
42.1
59.9
61.0
44.7
52.4
59.1
60.8
68.6
67.6
57.6

s o m e

poor health care connected with pregnancy or a
tendency to favour the care of male babies and
children.
277. The literacy rate for females is lower than that
for males in all countries shown in the table. In
Afghanistan, Democratic Kampuchea and Nepal for
example the ratio of the female to male literacy
rate is less than 0.2 per cent. In the countries of
South Asia and Malaysia the ratio is less than 0.4
per cent, indicating considerable sexual inequality
in access to education.
This is borne out by the
figures shown for enrolment — female enrolment as
a percentage of total enrolment at primary,
secondary and tertiary levels of education.
The
proportion of females enrolled is lower than that of
males in every country and at every level except for
secondary education in Singapore and tertiary in the
Philippines.
In addition females drop out of the
education stream before males.
In almost all
countries for which statistics are available, the proportion of female enrolment declines from primary
to tertiary levels.
Even in Japan where 49 per
cent of enrolment in primary and secondary
schools is female, the figure drops to 30 per cent
at the tertiary level.
Females are generally disadvantaged in the ESCAP region, both in access to
education and in continuation of their education
relative to males.

e c o n o m ic

Literacy
rate —
female
(percentage

a n d

s o c ia l

in d ic a t o r s

Ratio
Percentage
Literacy
economically
of jemale
ratio —
active —
economically
female/malec
actived
f emale/male

1.0
9.0

0.08
0.26

40.0

0.50

13.0

0.19

13.2
26.0
12.0
96.7
27.0
26.0
1 .0

7.0
82.2
58.0
29.0
64.0
70.0

55

1*8.7

0.37

0.32
0.49
0.36
0.98
0.90
0.36

36.7
28.8
28.0
22.0
8.3
35.7

0.73
0.53
0.25
0.48
0.16
0.59

21.2

0.47

0.06
0.28
0.97
0.70
0.43
0.85
0.80

24.7
5.4
21.3
26.6
18.5
18.8
46.0

0.42
0.10
0.46
0.58
0.36
0.38
0.89

Education — f emale enrolment
(percentage of total)e
Primary

Secondary

Tertiary

15
33

12
21

14
8

47

38

37

42

39

26

37

28

22

37
49
38
48

36
49
27
41

26
30
13
31

15
26
48

13
27
49

18
21
56

47

52

28

47

42

44

a 1975 estimate — United Nations, Selected W orld Demographic Indicators by Countries, 1950-2000.
b Age 15 and over, latest figures. Some are quite old (e.g., 1957 for Malaysia) and therefore of limited value.
c Percentage of female literacy divided by percentage of male literacy.
d Latest available figure. ILO, Yearbook of Labour Statistics, 1975.
e Latest available figure. UNESCO Regional Office, Progress of Education in the Asian Region, 1975.
f United Nations, Demographic Yearbook, 1974 (Sales No. E.75.XIII.1).
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278. Finally, table 20 shows the proportions of
economically active females to economically active
males.
As would be expected this proportion is
less than one in all countries. In India, Iran and
Pakistan the ratio is less than 0.25.
279. The wastage of human resources that results
from the exclusion of women from the development
process is something that developing countries can
ill-afford. This wastage can take the form of the
use of a large part of women’s time in carrying out
domestic tasks amenable to increased efficiency
through some investment, the direct exclusion of
women from the labour force in some countries and
the exclusion of women from formal and informal
education which would improve their proficiency in
their non-domestic tasks or lead to innovation in
their activities.
280. Yet this direct wastage is only part of the
problem. The exclusion of women from many aspects of the development process also has important
indirect effects.
First, there is the effect on the
nature of their influence on the education and
socialization of their children, because, by and large,
women will pass on their own experience and
attitudes. Secondly, there is the indirect effect on
population growth. This is an extremely complex
subject. Though it is not easy to isolate the factors
affecting fertility, many of the relevant factors can
be combined under the heading of exposure of
women to modernization.
281. In recent years a great deal of effort has been
made by the international community to focus
attention on the status of women and their participation in development.
Member Governments
of the United Nations have resolved to design and
implement programmes to increase the participation
of women.54 The next 10 years will indicate their
commitment to these resolves.
282. Young people, as discussed above, have usually
been treated as subordinate; some of the reasons
for the growing breakdown of their traditional
position have also been examined. This breakdown
is of particular concern to developing countries at
54
See, f o r e x a m p l e , t h e f o l l o w i n g selected U n i t e d N a t i o n s r e s o lutions on wom en’s development participation: General Assembly
resolution 2716 (XXV): Programme of concerted international
action for the advancement of women; General Assembly resolution
3275 (XX IX): International W om en’s Year; General Assembly
resolution 3342 (XX IX): W omen and development; ECAFE resolution 135 (XX IX): Integration of women into the development
process; General Assembly resolution 3522 (XX X): Improvement
of the economic status of women for their effective and speedy
participation in the development of their countries; General Assembly resolution 3524 (XX X): Measures for the integration of
women in development; General Assembly resolution 3490 (XXX):
Implementation of the World Plan of Action adopted by the
World Conference of International W om en’s Year; and General
Assembly resolution 3523 (XX X): W omen in rural areas.

present because youth forms a large part of their
total populations, because youth is essentially
forward-looking and therefore more likely to press
for the radical modification of economic and social
structures and because, with increasing education
and increasing unemployment, youth is likely to
form a vocal and impatient critic of the current
pace of development.
283. It is impossible to define the age-group that is
youth for all countries, as it varies considerably with
the degree of development and the society.
The
higher the level of development of a country and
the higher the income strata within a society, the
longer the period of “youth”.
284. Taking the age-group 15-24 as an arbitrary definition of youth, table 21 shows youth as a percentage of the total population in some ESCAP countries,
its percentage of total population in urban and
rural areas and economically active youth as a percentage of total youth. The group is a significant
portion of the total population of countries of the
region; around 15 per cent compared with around
14 per cent in W estern Europe.
For almost all
the countries cited the proportion of youth in the
population is higher in urban than rural areas. The
figures for employment vary greatly from country to
country and depend on a number of factors such as
the school enrolment ratios as well as rates of unemployment and the position of women in employment outside the home. In 1970 youth comprised
a total of between 21 and 30 per cent of the total
economically active population in the countries
included in the table.
285. The size of the youth group, its importance in
total employment and the growing problems of unemployment that largely affect young people, have
caused increasing concern.55 In many countries
one manifestation of these problems has been
growing politicization, especially of educated youth.
Since the 1960s “student activism” has become
widespread and youth groups have emerged as a
formidable political and social force. The activities
of these groups are varied and their ideological
range quite wide and reactions of governments and
the older citizens have been mixed.56 Such activity
is likely to continue however and the responsibility
of governments is in the encouragement and the
harnessing of youth activism for the support of
national development efforts.
55 ESCAP, Report of the Regional Training W orkshop for Youth
W orkers and Youth Leaders in National Volunteer Service Pro
grammes, 11-25 November 1974, Islamabad, Pakistan (SD /Y D -ExIn-7); and ESCAP, Report o f the Regional Training Workshop
for Youth Workers on the Development of National Youth Policies,
14-27 January 1975, Kuala Lum pur, Malaysia (SD /Y D -E x-In-6).
56 ESCAP, Study on the Role of Students in Social Progress and
Development, December 1975 (SY /Y D -E x-In-9). This study covered Japan, Malaysia, the Philippines, Pakistan and Thailand.
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Participation in development

Table 21.

Y

o u t h

a s

a

pe r c e n t a g e

o f

t o t a l

,

r u r a l

a n d

URBAN PO PULATION S AND IT S ACTIVITY RATE
Economically active youth as
percentage of total

Youth as a percentage of
Urban
population
(percentage)

Year

Total
population
( percentage)

Year

Rural
population
( percentage)

I n d i a ...........................

1974

19.5

1971

15.8

19.6

1971

42.8

Indonesia

1971

16.4

1971

15.5

20.4

1971

44.1

I r a n ...........................

1971

18.2

1971

18.9

17.1

1972

33.4

19.9

1975

49.5

Country

Year

Percentage

J a p a n ...........................

1974

16.1

1970

16.6

Malaysia (peninsular)

1973

20.9

1970

18.4

22.3

1970

51.6

1971

62.5

N e p a l ...........................

1971

17.5

1971

17.3

20.6

Pakistan

.

1968

16.3

1968

15.7

17.9

Philippines

1975

21.3

1970

18.4

22.4

1970

47.3

Republic of Korea

1972

19.4

1970

14.8

22.2

1970

45.0

Thailand .

1970

18.6

1970

18.0

22.5

1970

80.1

Sources:

United Nations, Demographic Yearbook.v a rio u s issues.
ILO, Yearbook o f Labour Statistics, 1976.
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III. GROWTH WITH SOCIAL JUSTICE
A.

O PERA TIO N A L DIMENSIONS
O F IN EQ U A LITY

286. Until quite recently, total preoccupation with
rapid economic growth had tended to presuppose
that problems of production are largely separable
from distributive problems. Also implict in such
a view was the general belief that the distributive
dimensions of a development process can be treated
in isolation through conventional instruments of
economic policy.
Thus, the strategy of “growthmanship” in its simplest form relied on an implicit
hierarchy of priorities, where economic growth
measured by some broad statistical indexes like
gross national product took precedence over all
other aspects comprising an integrated process of
socio-economic development.
287. The failure of this strategy of “growthmanship”
is becoming increasingly apparent.
It is now
generally agreed that “growthmanship” failed
primarily because it failed to focus its attention on
the social content of growth and was more concerned
with its mere statistical form.
Relevant to the
social content of the process of growth is the interrelated nature of production, distribution and consumption. Economic growth takes place within the
specific historical context of social organization of
production, which involves as its major components
technology, property relations and a corresponding
social division of labour.
During the process of
growth, the property relations of society continuously
interact with the productive force of technology to
generate a gradually changing pattern of social
division of labour which, in the ultimate analysis
determines both the pace of economic development
and its social content.
In this sense, economic
growth is never an isolated process: like the coded
gene of modern molecular biology, the interaction
between technology, property relations and the corresponding social division of labour, carries within
itself a certain pattern of growth which gradually
unfolds over time into an over-all social pattern.1
288. W hat has become distressingly clear within the
specific context of most developing mixed economies
1 T he biological analogy is deliberately chosen in contrast to a
mechanical one to emphasize the evolving nature of the process
of development, which all mathematical “grow th models” until
now have totally failed to capture. T he biological analogy does
not mean only “social Darwinianism ” as a process of natural selection characterizing capitalistic competition; in a m uch deeper sense,
it tries to focus on the interaction between technology and property
relations generating changing pattern in the social division of
labour and corresponding institutional changes.

of the ESCAP region, is that this unfolding economic
and social pattern associated with the process of
growth is characterized by pronounced inegalitarianism.
Indeed, this inegalitarian pattern
is so marked in many countries of this region that
it makes it illegitimate to identify economic growth
with socio-economic development in the broader
sense of the term. F or development is ultimately
a process over time in which every member of the
society has a right to participate and also derive
benefits from it in enriching his own life. This is
the essence of any continuing process of “mass participation” in economic development where most
members of the society can identify the benefits of
economic progress within his or her specific personal
context and relate it to the broader social context.
The less a process of economic growth satisfies this
crucial test, the greater is its deviation from the real
aims of development.
From this point of view,
economic growth has to be integrated with social
justice within the unified framework of a set of
development policies, which ultimately define the
strategy of development.
289. This new paradigm of development requires as
its first step a sharper focus on the operational
aspects of inequality, emphasizing those specific
dimensions of inequality which have greatest
significance in influencing the pattern of development.
There are at least two specific dimensions
of inequality in the present context of developing
mixed economies of the ESCAP region which stand
out as especially relevant.
290. First, there is the problem of inequality in income, expenditure and consumption distribution
with its interrelated facets: distribution of personal
(or household) income, occupational distribution of
income and distribution of income by the major
economic classes.2
While these are alternative
ways of looking at the distributional problem, each
measure has its special relevance depending on the
specific
problem
under
consideration.
For
example, issues concerning measurement of mass
poverty are more directly dependent on personal
income, expenditure and consumption data, while
for certain types of studies in the structure of
national savings, it is often more useful to consider
the class distribution of income, disaggregated into
a further distinction between the corporate and the
2 Distribution of income into “profits”, “wages” and “rent”
raises conceptual problems about income generated in the category
of self-employed and unorganized industry in the so-called “inform al” sector of the economy. Similarly, a bewildering variety
of agrarian relationships m ake the estimation of “rent” exceedingly
difficult in most developing agrarian economies.
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nature of property distribution is far less easily
available compared to personal income or expenditure distribution data.

non-corporate sector.
Similarly, in studies concerning the relation between earning ability and the
level of education or the privileges associated with
mental over manual work and similar questions
connected with deep-rooted social values of an
economic system, it is usually the occupational distribution of income which tends to be most
revealing.

292. Table 22 presents a cross-country picture of
the extent of proverty and its “m irror image” in
terms of concentration of income in the hands of the
most privileged income groups (top 5 per cent).

291. The second operational aspect of reducing
inequality concerns the nature of property relations
in most mixed economies of the ESCAP region and
the related problem of an undeniable link which
exists between personal or class distribution of income on the one hand and personal or class ownership of wealth and means of production on the
other.
Since concentration in the “ownership of
income bearing assets” unavoidably generates
tendencies towards concentration in income and
vice versa, reduction in the inequality of income is
unlikely to be a sustainable process over time, without a corresponding programme for reducing concentration in the ownership of means of production
and wealth distribution.
It is indeed typically or
even universally the case that the degree of inequality in wealth distribution tends to be much
higher than the degree of inequality in income distribution. But statistical information regarding the
Table 22.

In

c o m e

d is t r ib u t io n

Country

B u r m a .................................
I n d i a ........................................
Indonesia
...........................
I r a n ........................................
M a la y s ia .................................
Pakistane .................................
P h i l i p p i n e s ...........................
Republic of Korea
Sri L a n k a ...........................
T h a i l a n d .................................
Notes:

in

1.

293. Over-all inequality in developing countries in
the region is significantly influenced by urban-rural
disparities in income distribution.
In a study of
Iran, it has been observed that there was a general
tendency for the expenditure inequalities between
urban and rural households to increase over the
years 1969/70 to 1972/73; the same study notes
that of the total expenditure inequality in 1972/73
more than half is associated with rural-urban disparities.3
In the absence of such analysis of
variance studies, data based on percentage shares in
income indicate that in export-based high income
countries like the Philippines and Malaysia,4 the
3 Farhad Mehran, “Income distribution in Iran: the statistics of
inequality” (Geneva, W EP) (mimeo.)
4 Keith Griffin and A zizur Rahman Khan, “Poverty and landlessness in rural Asia” (Geneva, WEP, July 1976) (m im eo.), pp. 1-30.
sel e c t ed

Percentage of income
received by the top
5 per cent of householdsa

(1958):
(1967/68):
(1971):
(1968) :d
(1970):
(19 6 9 /7 0 ):
(1971):
(1970):
(1973):
(1962):
(1970):

Inequalities in urban and in rural areas

15d
25
34
30
28
18
25
17
19
32
22f

d e v e l o p in g

Percentage of population
below $US 50 per annumb
Estimate A
(1969)

Estimate B
(1969)

32.5

54
45

32.5
28.0
10.5
35.0
38.0

9
11
33
13
6
33
27

ESCAP

c o u n t r ie s

Gini coefficientc for
concentration of income at
national level

(1958):
(1967/68):
(1971):
(1968):
(1970):
(1969/70):
(1971):
(1970):
(1973):
(1962):

0.38d
0.47
0.46
0.50
0.50
0.34
0.49
0.37
0.40
0.51

a Source: Shail Jain, Size Distribution of Income: A Compilation of Data (W ashington D.C.,
IBRD, 1975).
b “Estimate A ” is based upon H . Chenery, J. H . Duloy and R. Jolly (eds.), “Redistribution with
grow th: an approach to policy” (Brighton, University of Sussex) (m im eo.), while “Estimate
B” is based upon M. S. Ahluwalia, “Income inequality: some dimensions of the problem”,
Finance and D evelopm ent, vol. 11, No. 3 (W ashington D.C., September 1974). It should be
noted that there are significant discrepancies between these two estimates, which are even
more pronounced in per capita GN P figures, not presented here. By and large, lower per
capita GNP figure is associated with a higher percentage of poverty (defined in these estimates
as below $US 50) as is to be expected; but the pattern seems more pronounced in “Estimate
B” than in “Estimate A ” . An alternative estimation with summary of discussion for India
explaining the statistical basis can be found in D evelopm ent Program ming Techniques Series
N o. 9, vol. Ill (United Nation publication, Sales No. E.73.II.F.12), pp. 51-53.
c T he “Gini coefficient” is the ratio of the area of the graph lying between the Lorenz curve and
the “perfect equality” 45-degree line through the origin. Thus, the Gini coefficient takes
values between logical extremes of 0 and 1, broadly indicating higher concentration as the
value tends closer to unity. T here are several finer statistical as well as welfare-theoretic
economic arguments, which caution against such simple interpretation (particularly when the
Lorenz curves intersect); these considerations are not discussed in this R eview given the rough
nature of the data and the level of discussion.
d Urban households only.
e Pakistan including Bangladesh, as relevant data relates to 1969.
f Rural households only.
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rural inequality is less than over-all inequality. In
the Philippines in 1971 the share in income of the
poorest 40 per cent in the entire economy was 11.6
per cent and 1.33 per cent in rural areas; the corresponding shares of the richest 20 per cent were
53.8 per cent and 51.0 per cent. In M alaysia in
1970 the income share of the poorest 20 per cent
in the rural area was 12.4 per cent as compared
with the share of 11.6 per cent in the over-all
economy; the share of the richest 20 per cent was
56.0 per cent in the whole economy and 45.7 per
cent in the rural area.
294. In the case of low income South Asian
countries, a review of the literature available for
India for the period from the mid-1950s to the
mid-1960s concluded on intrasectoral inequality
that “all calculations show that inequality has increased within the urban sector, as one would have
expected.
But most studies show that rural inequality declined slightly, between the mid-1950s
and mid-1960s. And it is not yet proved that the
technological changes of the last 6 or 7 years have
led to increased inequality in agriculture” .5 In Sri
Lanka the m ost striking change in income distribution, according to an analysis of the survey data for
1963 and 1973, is the sharp reduction in the degree
of inequality between those two years.6 The Gini
coefficient for all incomes fell from 0.49 in 1963 to
0.40 in 1973.
This reduction in inequality
occurred in both rural and urban sectors, with the
estate sector as an exception.
295. In the Republic of Korea, according to official
figures, “the ratio of farm to urban worker household real income has improved streadily since 1967
with the former once again approaching parity with
the la tte r................ Since farmholds are larger than
urban households, a comparison of per capita incomes is less favourable.
Nonetheless by 1974,
the ratio of farm household per capita income has
reached 96 per cent of all urban worker and 119
per cent of urban wage earner household per capita
income.7
296. Inequality in distribution is generally higher in
urban as compared with rural areas in developing
countries of the region as indicated by Gini ratios:
5 D harm a Kum ar, “Changes in income distribution and poverty
in India: a review of the literature” , W orld D evelopm ent, vol. 2,
No. 1, January 1974.
6 For an explanation of the improvement of size distribution in
income, see L. Jayawardene, “Case Study of Sri L anka” in H.
Chenery and others, Redistribution w ith Growth (London, Oxford
University Press, 1974). For an analysis based on consumption data
concluding that inequality did not decrease by the margins suggested
by the income data, see E.L.H. Lee, “Rural poverty in Sri Lanka
1963-1973” in Keith Griffin and A.R. Khan, op. cit.
7 Economic Planning Board, Republic of Korea, T h e Korean
Econom y, Growth, E quity and Structural Change (Seoul, September 1976).

in M alaysia8 (1970), 0.485 in urban and 0.451 in
rural areas; in Iran (1 972/73), 0.4946 in urban and
0.3659 in rural areas; in India (1968/69), 0.338 in
urban as compared with 0.287 in rural areas; in the
Philippines9 there seems to be a change in 1971
(Gini coefficient of 0.46 in rural and 0.45 in urban
areas) as compared with the corresponding
coefficients for 1965 (0.42 in rural and 0.53 in
urban areas). India10 and Sri Lanka indicate that
inequalities in urban and in rural areas decline
when there is an over-all decline in the whole
economy. In India, during the period 1953/54 to
1968/69 the over-all concentration ratio declined
from 0.336 to 0.308; the corresponding decline in
rural areas was from 0.325 to 0.287 and in urban
areas 0.366 to 0.338; in Sri L anka the decline in
the Gini coefficient for all incomes from 0.49 in
1963 to 0.40 in 1973 was m arked by a decline in
the mean income of the top quintile in rural areas
as well as a decline in the urban areas of the average
income of the top 40 per cent of income receivers.
The Philippines provides an instance of a country
where a decline in concentration ratio from 0.5 in
1961 to 0.49 in 1971 saw the higher inequality in
urban areas (0.52 in urban as compared with 0.40
in rural areas) decline; in fact rural inequality seems
to have increased from 0.40 to 0.46. W here income inequality increased as in M alaysia (in Gini
coefficient from 0.421 in 1 957/58 and 0.499 in
1970) inequality is higher in urban as compared
with rural areas throughout the period.
297. Though very little systematic data seem to be
available on the important aspect of spatial distribution in the context of development, table 23
tries to focus only on health data, indicating the
socio-economic distance that separates the cities
from the countryside in some of the developing
economies of the ESCAP region.
298. Naturally, it would have been more revealing
if similar data could also have been obtained on a
cross-country basis with respect to education,
nutrition and housing, employment indicators or job
opportunities to complete the contrasting picture
between the city and the countryside which exists
in several developing economies of the ESCAP
region.
Y et paucity of easily available data on
some of these im portant aspects of equality could
itself be a telling example of the relatively little
attention such problems have so far received in discussions of social justice in the context of economic
growth. Nevertheless, fragmentary evidence exists
8 Lim Lin Lean, “T he pattern of income distribution in West
Malaysia 1957-1970” (Geneva, W EP W orking Paper), July 1974.
9 E.A. T an, “ Income distribution in the Philippines” in Jose
Encarnacion and others, Philippine Economic Problems in Perspective (Manila, University of the Philippines, 1976).
10 D harm a K um ar, loc. cit.
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23.

Se l e c t e d

d e v e l o pin g

E S C A P c o u n t r ie s :

SPATIAL INEQUALITY IN DEVELOPMENT
proportion of population with
reasonable access to water
( 1970)b

Population/medical doctora
Country

Year

B u r m a ...........................
India ..................................
Indonesia...........................
I r a n .................................
M a la y s ia ...........................
N e p a l.................................
Pakistanc ...........................
Philippines
. . . .
Republic of Korea
Sri Lanka
. . . .
T h a i l a n d ...........................
Notes:

1967-1970

National
average

Rural areas

3,750

1970
1971
1968

7,400
3,900

I

n d ia

State

:

u r b a n

-r

u r a l

Sources:

Note:

Urban

18
16

37
56
35
78
91
58
75
65
88
67
60

6

24,200
10,000

3,700
1,500

3

20

800

34
2
10

Rural areas

Assam
Mysore
Punjab
Rajasthan
U ttar Pradesh

access to tube-well water.
The National Sample
Survey unambiguously reveals that the poorest in
the rural society depend most heavily on stagnant
surface water from tanks and ponds for all uses
with the usual health hazards.11
2.

Asset distribution

300. Extreme inequality previals in the distribution
of assets in rural areas, particularly of land.12 In
predominantly agricultural countries, land distribution is probably the most representative index of
the over-all asset distribution position of a country.
Gunnar Myrdal puts it more effectively: “Particularly
in the South Asian rural setting, inequality is mainly
a question of land ownership — with which are
associated leisure, enjoyment of status and authority.
Income differences are considered less significant”.13

in e q u a l it y

Urban areas

Percentage literate in the total population
Male
Female
Male
Female
29.1
8.5
34.5
57.5
12.9
33.1
61.0
41.5

1961
1971a
1969

Rural

a Extracted from IBRD, T h e Assault on W orld Poverty (1975), annex 8 and annex 9, pp. 422-423.
b Extracted from W HO, W orld Health Statistics Report, 1973, vol. 26, No. 11. Urban includes both house connection as well as public street post while in rural areas, “reasonable access” was defined as “when the proportion of
time spent on meeting only the family’s water need is not disproportionately high” .
c Pakistan including Bangladesh as data relates to 1970.

(rates per thousand)
Year

906

2,275

7,000

299. In addition, there is also statistical evidence to
suggest that variations in “social overheads”
between urban and rural areas of India tend to
make the rural poor especially vulnerable in some
very crucial ways.
For example, there are no
marked differences in the use of tap water as a
source by income groups, when such facilities exist
(typically mostly in urban areas of India). Yet for
rural areas, the well remains the predominant source
and only 1.5 to 2 per cent of the households with
monthly expenditure below Rs 51 can have any
24.

Capital city

12

for individual countries on some of these aspects to
re-emphasize this dimension of inequality.
Table
24 is illustrative of some of these aspects of urbanrural inequality in India.

Table

10,000

Urban areas

Infant mortality rate
130
101
110
57
98
78
92
169
179
110

Census of India 1961 (N ew Delhi, Office of the
Registrar-General), vol. I, part II [C ( i) ] , Social and
cultural tables; Census of India 1971, Series I, India,
part II, Special all-India census tables; Sample Registration of Births and Deaths in India (New Delhi, Office
of the Registrar-General, 1972), pp. 44, 45 and 57.
a Based on percentage sample.

301. The extreme inequality in the distribution of
assets, particularly land, in rural India is brought
out by the Reserve Bank of India’s All-India Debt
and Investm ent Survey 1971-72. The lowest 10
per cent of rural households held 0.1 per cent share
in assets value, the same as in 1961-62 while the
top 10 per cent accounted for 51.8 per cent in
11 National Sample Survey of India, 18th Round (conducted
during February 1963 - January 1964), Report No. 170, pp. 30-34.
12 For the non-agricultural sector, fragmentary evidence from
some of the developing economies of the ESCAP region also suggest
a strikingly high degree of inequality in' asset ownership. In India,
for example, it was found that 20 business groups in the private
corporate sector in 1958 had interest in nearly 11,000 companies
accounting for more than 32 per cent of the share capital of nongovernmental companies. In Thailand, the top 5 per cent of establishments controlled 46 and 48.5 per cent of output in business
trade and services in 1966 in Bangkok-Thonburi and in the northeast respectively.
13 G. Myrdal, op. cit., vol. 1, p. 569.
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1 9 7 1 /7 2 and 51.4 per cent in 1 9 6 1 /6 2 ,14 with the
shares of the intervening groups indicating a
tendency for increasing inequality during the decade.
Land has been the most im portant asset among rural
households in India; the aggregate value of assets
in the form of land was 62.3 per cent of the total
asset holdings. According to the Survey the lowest
25 per cent of rural households had hardly any land
whereas the lion’s share was owned by the top 25
per cent.15

303. Landless labourers, who with sharecroppers
are at the lowest rung of the income ladder, are
known to form a substantial section of the rural
population; though the data available are not up-todate and comprehensive, it does not seem wrong
to conclude that there is an increasing tendency towards landlessness.19
Their ranks are swelled by
small owner-operators, tenants and sharecroppers
and village artisans who are forced to supplement
their income through work for wages.

302. Extreme inequality in the distribution of land
has been observed in many other developing
countries in the region.
In Indonesia, the 1963
agricultural census revealed that 54 per cent of
households operating more than 0.1 hectares in Java
were within the 0.1 to 0.5 hectare category and it
is unlikely that the percentage has declined since
then. Ingrid Palmer concludes that if 0.5 hectare
is considered an adequate farm size, about 75 per
cent of Java’s rural households do not have enough
land to m eet the farm er’s idea of the poverty line:
the true percentage might be much m ore.16 In the
Philippines, the Gini ratios of families whose
principal source of income in 1971 was rent from
agricultural and other land were as high as 0.59 and
0.65.17 Even in Bangladesh (where the Gini concentration ratio in land holdings is comparatively
low), the bottom 20 per cent of the holdings
accounted in 1967/68 for only 3 per cent of the
land while the top 10 per cent accounted for over
35 per cent. In Sri L anka the percentage of paddy
holdings of less than one acre in size increased from
43 to 65 between 1962 and 1970, while the over-all
average size decreased from 1.99 to 1.52 acres.18
The Gini coefficient of the size distribution of
holdings increased from 0.35 in 1962 to 0.41 in
1970.

304. Available data indicate the serious magnitude
the problem of landlessness has reached.
In the
Philippines, it has been estimated from the 1961
census data that landless agricultural labourers
num ber over 3 million out of a total population of
6 million engaged in agriculture; the Bureau of
Census and Statistics estimated that in 1971 around
one-third of rural households were dependent on
wages and salaries as their m ain source of income.
In Thailand, which has long been considered to be
without landless agricultural labourers, a recent
study observes a considerable proportion of the
village population without any land, especially
villages in the Central Plains.20 Indirect evidence
of this trend in the country as a whole is given by
loss of land ownership as indicated by the registered
transfer of farm land title for repayment of debt,
during 1966 to 1970.20 In Java, Indonesia,
according to Ingrid Palmer, the 1963 Agricultural
Census indicated that the absolutely landless
amounted to 21 per cent of rural households and
the estimate for 1970 of households operating farms
too small to be included in any census was about
20 per cent. While the 1973 Agricultural Census
data are not available, she tentatively concludes
that “in the absence of effective land reform and in
view of the impact of the rice intensification programmes in recent y ears............ by 1973 almost
half of Java’s rural households were or were
virtually landless” .21

14 V.V. Divatia, “Inequalities in asset distribution of rural households” in Occasional Papers, vol. 1, No. 1 (Bombay, Reserve Bank
of India, June 1976): “T he fact that over the period 1961-62 to
1971-72, the CR value and the shares of the lowest 10 or 25 per
cent households in the assets in the total assets, both for all classes
and cultivator classes at All-India as well as state level, have remained more or less the same seems to indicate that if any efforts
were made to reduce inequality, say, through land reforms etc.
in some parts of the country during this decade there has not been
any visible impact by and large in terms of reduction of over-all
inequality in wealth. It may be that simultaneously with such
reformatory efforts, other factors had their impact offsetting the
benefits flowing from these reforms”, p. 20.
15 Sreelekha Basu, “Pattern of asset-holding in rural India”,
Economic and Political W eekly (Bom bay), 10 July 1976.
16 I. Palmer, “Rural poverty in Indonesia, with special reference
to Java” in Keith Griffin and A zizur Rahman Khan, op. cit.
17 E.A. T an, loc. cit., p. 234.
18 E.L.M. Lee, “ Rural poverty in Sri Lanka, 1963-73” in Keith
Griffin and A zizur Rahman Khan, op. cit. According to Lee, there
will be no significant difference m ade to the size distribution of
holdings by the 1972 Land Reform as the m axim um impact will be
confined to only 2.3 per cent of the total area under paddy cultivation.

305. The staggering dimensions of the problem of
landless labourers in South Asian countries is well
known though up-to-date data on the exact magnitude
are lacking.
For instance, in Bangladesh in the
19 “Due to a curious lack of enthusiasm on the part of the
statistical authorities (in these countries) it is very difficult to obtain
a time series on the num ber of landless workers” — Keith Griffin
and A zizur Rahman Khan, op. cit.
20 Akira Takahashi, “Thailand, growing land problems” in
Zubeda Ahmed (ed.), Land Reform s in Asia with Particular Reference to Pakistan, the Philippines and Thailand (W EP 10/W P 1)
(Geneva, ILO, March 1976). Takahashi cites a study by Kitahara
Atsushi, Legal System of Land Ownership in Thailand (Tokyo
Institute of Developing Economies, 1973), p. 34, which finds that,
in 1972, 21 per cent of the total families in a village in Nakorn
Nayok province were agricultural labourers who hold either no
farms or tiny farms of less than 5 rais; Akira Takahashi, ibid.,
table 2-28, p. 119.
21 I. Palmer, loc. cit., pp. 10-14.
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one and a half decades after 1951 they increased
by two and a quarter times, from 1.5 million in
1951 to 3.4 million in 1967/68, an annual compound rate of 5.5 per cent.
The process of increasing landlessness is undoubtedly underlined by
the distress sale of land: those who own less than
one acre (accounting for about a quarter of farmers)
sold well over one-half of their remaining land each
year.22 In India, between 1961 and 1971 according
to census data, the workers engaged in agriculture
declined slightly; of them, the share of agricultural
labour increased from 17.49 to 30.17 per cent,
while that of cultivators and “other workers”
(artisans etc.) declined from 82.51 to 69.29 per
cent.23
In Pakistan, between 1951 and 1961
population censuses, the increase in the number of
landless workers was nearly 350 per cent, from
140,000 to 610,000.24
306. Among the unsatisfactory aspects of data
availability regarding the landless labourers, is the
lack of data on living standards of the landless
labourers.
There is a general need for income
group specific cost-of-living indexes with particular
attention to the higher calorie requirements.
The
ILO case studies frequently cited in this section indicate that “in the last two decades in almost every
country (for which we have data) the cost of living
for the lower income groups has increased faster
than the general cost of living.25 Of particular relevance in the case of landless labourers is the fast
loosening system of customary payments, and the
generally observed substitution of monetary payments replacing payments in kind.26
307. An extremely important inference follows from
this very uneven distribution of property in most of
the developing mixed economies of the ESCAP
region.
Since concentration in the ownership of
the means of production is almost inevitably a
source of concentration of not only income, but also
economic power in a more general sense, the power
relations of the society become highly weighted in
favour of the propertied classes with its inevitable
repercussions on the process of economic development.
22 Azizur Rahman Khan in Keith Griffin and Azizur Rahman
Khan, op. cit.
23 In India, according to the Reserve Bank of India’s All-India
Rural Debt and Investm ent Survey (1971-1972), the percentage of
households to the total rural households which were landless and
had negligible land was 65 in Delhi, 56 in Punjab, 55 in Kerala,
53 in Tamil Nadu, 48 in Haryana, 41 in Andhra and 37 in
Gujarat. Sreelekha Basu, loc. cit., p. 1430.
24 S.M. Naseem in Keith Griffin and A zizur Rahman Khan, op.
cit.
25 K. Griffin and A zizur Rahman Khan, op. cit., pp. 1-14. For
a study which finds that the demand inducing effects of agricultural growth do have a positive effect on real wage rates see,
Deepak Lal, “Agricultural growth, real wages and the rural poor
in India”, Economic and Political W eekly, vol. XI, No. 26, 26
June 1976, pp. A-47 to A-60.
26 See chapter II, section C above.

308. The nature of power relations that flow from
property can be more precisely appreciated in terms
of specific examples.
Consider, for example, the
pattern of ownership and operational holding in
land again. It has been shown with Indian data on
the size distribution of land that a positive relation
seems to emerge between the ownership and the
operational holding pattern, i.e., by and large,
people owning more land are also able to lease in
more land.27 Thus, ownership of property, land in
this specific example, bestows power to control even
more extensively the means of production through
considerations of credit worthiness etc. which
operate in a market economy.
Similarly, for
Thailand it has been observed that there is a
“higher degree of concentration in the distribution
of land holdings than in that of land owned.”28
Another manifestation of the nexus between property
ownership and economic power is the interrelation
between certain aspects of private property law and
public investment programmes in such diverse areas
as irrigation, road building, land development
or co-operative movement.
It has been the
general experience that these types of public infrastructural investment benefit particularly private
property owners in terms of higher land values,
better trading facilities or control of co-operative
credit by the privileged few.
3.

Incidence of poverty

309. The incidence of poverty,
centage of population below a
on the basis of $US 50 in table
almost all countries in ESCAP
Republic of Korea.29

measured as a perpoverty line, given
22, is significant in
region, except the

310. The poverty line can be drawn in various
ways.
Indicators, at the national level, of the
population below the poverty line are not available
on a comparable period for recent years.
The
extent of inequitable distribution in food intake can
provide an indication of the magnitude of poverty
and the available information is given below. Data
for different countries show that the inadequacy of
food consumption by low-income group is much
larger than can be gauged from aggregated averages
and is increasing in many countries.
311. A survey of M aharashtra (India) in 1971
(table 25) reveals extremely high inequality of food
intake by income class. Figures of rice consump27 See K.N. Raj, “Ownership and distribution of land”, Indian
Economic Review (New Series), 1970.
28 Economic Survey of Asia and the Far East, 1971 (United
Nations publication, Sales No. E.72.II.F.1), p. 60.
29 For specific studies of the extent of poverty in rural sector in
Bangladesh, four states of India, Pakistan and Sri Lanka, see K.
Griffin and Azizur Rahman Khan, op. cit.
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tion30 for Sri L anka (see table 26) also show a
highly inequitable distribution for different income
classes in 1973, a situation which has apparently
worsened considerably over a 10-year period;
however 1973 was a particularly unfavourable year
in terms of food availability.

Table 25.
in t a k e

312. W ith respect to ru ral/u rb an disparities in food
consumption, the available information indicates
differences amongst the countries of the region. There
is evidence for Pakistan and Indonesia, which shows
that at the turn of the decade, the poor in urban
areas were worse off in term s of food consumption
than those in rural areas (see table 27). However,
in the Philippines, on the basis of estimates of
poverty thresholds — i.e., income sufficient to satisfy
basic nutritional needs — the situation seems
markedly worse on average (in 1971) in rural than
in urban areas: in rural areas, some 48 per cent of
families had expenditures below the costs of a
minimum diet, against 24 per cent in urban areas.
However, the contrast in country experiences is
strong, and could be at least partly explained by the
fact that the Philippine survey did not take into
account food consumed directly by rural families.

a n d
in c o m e

/e

A

v er a g e

x p e n d it u r e

by

:

a v er a g e

in c o m e

0 — 1 5 ..................................
15 — 2 5 ..................................
25 — 35 ..................................
35 — 45 ..................................
45 — 55 ..................................
55 + .........................................

1
23
26
18
15
17

940
1,540
1,950
2,240
2,590
3,150

FAO, Food and N utrition, vol. I, No. 1 (Rome, 1975),
table 3, p. 21.
PER CAPITA CONSUMPTION
1963 AND 1973
(measuresa o f rice per tw o months)
S RI L A N K A :
OF RICE,

Income class
( rupees)
per tw o m onths

1963

0 — 5 0 ..................................
51 — 1 0 0 ...........................
101 — 200 ...........................
201 — 400 ...........................
401 — 800 ...........................
801 — 1,600
. . . .
1,601 — 2,000 . . . .
2,001 — 3,000 . . . .
More than 3,000 . . . .

18.2
18.3
18.7
19.3
18.6
18.0
19.0
18.9
13.2

Source:
N ote:
d a il y

in t a k e

c l a s s

:

b y

Pa

1973

8.7

11.0
12.7
15.2
15.9
16.9
17.9
17.6
18.2

Central Bank of Ceylon, Survey of Consumer Finances
(Colombo, 1963 and 1973).
a 1 measure = 2 pounds weight.
o f

c a l o r ie s

h o u s e h o l d

k is t a n

a n d

I

n d o n e s ia

Rural areas

Urban areas

Under 100
100 — 149 . .
150 — 199 . .
200 — 249 . .
250 — 299 . .
300 — 399 . .
400 — 499 . .
500 and over
All income classes

.
.
.
.
.
.

Average daily intake
Percentage of
total households

.
.
.
.
.
.

2
8
15
15
13
18
11
18
100

Calories
(kcal)

Protein
(gram)

1,763
1,816
1,742
1,708
1,759
1,787
1,795
1,817
1,783

54
56
53
53
53
54
54
55
54

Average daily intake
Percentage of
total households

6
20
21
16
13
13
5
5
100

Calories
(Kcal)

Protein
(gram)

1,879
1,894
1,914
2,010
2,024
2,119
2,148
2,503
2,010

57
58
58
61
61
64
64
74
61

Indonesia (1969/70)
Rural areas

Urban areas
Average m onthly expenditure
( r u p ia h )

Average daily intake
Percentage of
total population

Calories
(Kcal)

food

, 1971

Kcals per capita/
day

Pakistan (1970/71)
Average monthly income
( rupees)

d a il y

c l a s s

Percentage of
households

Table 26.

per caput

p r o t e in

a h a r a sh t r a

Income
(Rs/ m onth per capita)

Source:

30 Figures of rice consumption alone do not accurately reflect
the pattern of total food consumption, because it is probable that
low-income groups consume m ore “inferior foods” such as roots
and tubers.

Table 27.

M

per capita

Protein
(gram)

Average daily intake
Percentage of
total population

Calories
(kcal)

Protein
(gram)

29
1,117
10
17
Under 500 . . . .
790
3
34
1,420
22
501 — 750 . . . .
18
9
1,060
37
1,629
19
25
1,232
751 — 1,000
. . .
12
41
1,812
14
29
1,417
1,001 — 1,250 . . .
14
46
2,027
11
31
12
1,449
1,251 — 1,500 . . .
52
2,267
13
37
19
1,728
1,501 — 2,000 . . .
59
2,519
7
41
1,874
12
2,001 — 2,500 . . .
65
2,804
3
45
8
1,951
2,501 — 3,000 . . .
83
3,344
5
58
13
Over 3,000 . . . .
2,408
44
1,885
100
36
100
1,633
All expenditure classes .
Sources: Governm ent of Pakistan, H ousehold Incom e and Expenditure Survey, 1970/71 (Ministry of Finance,
Planning and Development, Statistical Division, Karachi, 1973).
Republic of Indonesia, “ Survey social ekonomi nasional” (Jakarta, Biro Pusat Statistik, 1973) (m im eo .).
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313. There is more similiarity with regard to trends,
which reveal the worsening plight of the rural poor.
The figure of 48 per cent of those below the poverty
threshold in the Philippines in 1971 contrasts with
39 per cent in 1965.31 A similar trend has been
recorded in Bangladesh in a recent study.32
In
1963/64 only 5 per cent of the rural population
there could have been classified as “extremely
poor”, having income levels insufficient to satisfy
80 per cent of the recommended calorie intake.
By 1968/69 the proportion had risen to 25 per cent
and in 1975 to 41 per cent, with 62 per cent in that
year falling into the category of “absolutely poor” .
314. In evaluating deficiency in food consumption,
it is an over-simplification to estimate the number
and percentages of populations falling below
minimum average requirement levels. First, a high
proportion in the poorer income classes are involved
in physical work demanding higher than average
nutritional requirements to sustain effort.
For
example, it has been estimated that agricultural
labourers probably require at least 40 per cent more
calories than the operators of larger farms in
Bangladesh engaged in a more sednetary activity.33
A uniform nutritional threshold across all income
classes is therefore inappropriate and understates
the extent of the food deficiency. Secondly, those
who have suffered insufficient diets for long periods
require somewhat more than minimum nutritional
intake levels in order to become fully rehabilitated.
Thirdly, as in the case of over-all studies based on
the concept of the poverty line, one has to look at
the food availabilities to the various poor groups
which are at varying distances below the poverty
line and fall short of the specified level of food
intake.
4.

Progress so far

315. Available data on income distribution are not
up-to-date or comprehensive enough to present a
coherent picture, at the national level, of how far the
objective of growth with social justice has been
translated into specific development targets, programmes and policies.34 However, some compar31 Data for the Philippines is derived from Mahar Mangahas and
Raymunda Rimando, “T he Philippine food problem” in Jose Encarnacion and others, op. cit.
32 Azizur Rahman Khan, “Poverty and inequality in rural
Bangladesh” (Geneva, ILO World Employment Programme Research, March 1976).
33 Ibid.
34 Even at the national level, apart from current availability of
comparable information over a period of time, there is generally
a lack of information on over-all redistributive effects of fiscal
policies, credit availability for small producers, wage payments in
real terms in the rural and unorganized sectors, tenancy rights
before and after a major land reform, changing number of landless labourers, nutritional requirements according to socio-economic
groups, availability of public social services according to socioeconomic groups, to mention a few. Where relevant studies are
available for a particular region in a country, they are not always
repetitive over time and it is not clear whether conclusions can be
drawn at a national level.

65
able information is provided below on a few
significant aspects. The over-all impression is that
of slow progress over a long period up until the
early part of the decade, even in countries where
income distributive policies have been deliberately
introduced.
In view of this trend, one can
legitimately wonder whether there has been any
hastening of the process of redistribution as the
decade has progressed, particularly in actual policy
implementation.
316. One important parameter in gauging redistributive progress (or a lack of it) is in regard to
employment in the urban sector. Available evidence
suggests that the capacity of most countries to create
jobs, is falling far behind the growth in labour force.
This is true of the (formal) manufacturing sector,
but developments in the informal tertiary sector in
many major cities are also indicative of the steadily
increasing number of those without gainful employment.
317. Recen t experience of employment growth in
manufacturing in developing Asian economies has
generally been disappointing (see table 28). Only
in exceptional instances, such as the Republic of
Korea and Singapore, where it has been possible to
attain extraordinary rates of manufacturing growth,
has the contribution of manufacturing to employment been reasonably satisfactory.
In larger
economies, even though the manufacturing sector
may have reached an appreciable size in terms of
output and employment levels, its share in the
absorption of the growing labour force has been
modest at best. In India, for example, growth in
manufacturing employment in the period 1970-1975
accounted for barely a fifth of the employment increase in the organized sector. This sector, in turn,
apparently failed to keep pace with the growth of
the country’s labour force.
318. Whilst the rapid expansion of the manufacturing
industry in the Republic of Korea absorbed as
much as two-fifths of the labour force increment in
the 1970-1975 period, in the Philippines (where
total labour force is roughly comparable in size with
that in the Republic of Korea) manufacturing growth
appears to have provided jobs for less than 5 per
cent of the new job-seekers in the economy during
the same years. With an appreciably smaller total
labour force and a smaller part of it employed in
manufacturing, employment in Malaysian manufacturing industry absorbed barely one-sixth of the
labour force increase in this period. However, the
rate of over-all employment growth, as compared
with the growth in labour force, is striking, achieving
near equality. Only in the urban economy of Hong
Kong, where employment in manufacturing makes
up more than 35 per cent of the total, did the ex-
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Table

28.

Se l e c t e d

E S C A P c o u n t r ie s : l a b o u r

FORCE GROWTH AND E M PL O Y M E N T E X PA N SIO N :

1 9 7 0 -1 9 7 5

TOTAL AND M A N U FA C T U R IN G ,

Growth rates (percentage)
1970

1974

1975
1970-1974

H ong Kong (thousand)
Labour f o r c e ...........................
Employm ent (N ) . . . .
M anufacturing
. . . .
Indiac (thousand)
Labour f o r c e ...........................
Em ploym ent (N ) . . . .
M anufacturing
. . . .
Malaysia (thousand)
Labour f o r c e ...........................
Employm ent (N ) . . . .
Manufacturing
. . . .
Philippinesd (m illion)
Labour f o r c e ...........................
Employm ent (N ) . . . .
M anufacturing
. . . .
Republic of Korea (m illion)
Labour f o r c e ...........................
Em ploym ent (N ) . . . .
Manufacturing
. . . .
Singapore (thousand)
Labour f o r c e ...........................
Em ploym ent (N ) . . . .
M anufacturing
. . . .
Sources:

N otes:

29,222
19,892
5,198

27,915
19,485
5,208

6.8
3.4
2.6

4.7
2.1
—0.2

4,225.0
3,927.8
398.2

3,606.8
3,339.5
289.9

1970-1975

4.1b
2.8
4.7

1,945
1,770
679

1,658*
1,583
564
21,425
17,355
4,692

1974-1975

6.4
2.8
2.1
3.2
3.3
6.6

12.30
11.77
1.40

15.20
14.48
1.51

14.29
13.77
1.44

5.4
5.3
1.9

— 6.0
—4.9
— 4.6

3.0
3.2
0.6

10.20
9.75
1.28

12.08
11.59
2.01

12.34
11.83
2.20

4.3
4.4
11.9

2.2
2.1
9.6

4.9
5.0
11.4

4.8
5.4
15.2

1.9
1.2
- 6 .9

4.2
4.5
10.4

693.0
651.0
132.9

836.0
803.0
234.2

852.0
813.0
218.1

H ong Kong: Half-yearly Econom ic Reports.
India: Central Statistical Office, M onthly Abstract o f Statistics.
Malaysia: T h ird Malaysia Plan.
Philippines: Bureau of Census and Statistics.
Republic of Korea: Bank of Korea, Econom ics Statistics Yearbook.
Singapore: Yearbooks o f Statistics.
a 1971 Census.
b 1971-1975.
c Em ploym ent in organized sector only. Includes enterprises employing ten or m ore workers.
End of period.
d May figure, except 1975: February. Persons 10 years of age and above. Changed coverage
after 1973.

pansion of m anufacturing absorb as much as half
the increment total labour force during the first half
of the 1970s.
319. The main elements in the employment situation
are quite clear.
Labour force growth is rapid
commonly more than 4 per cent per annum during
1970-1973, reflecting rapid population growth after
the Second W orld W ar and a consequently youthful
age-structure of population. M anufacturing sectors
in predominantly agrarian economies are relatively
small, typically less than one-eighth of total employment, and, even where m anufacturing growth
has been rapid, productivity has increased with the
growth in total output and value added. Employm ent growth has correspondingly lagged.
Consequendy m anufacturing industry in the forms
typically found in developing Asia gives faint hope
of solving the growing employment problem in most
countries of the region.
320. A nother indirect and admittedly rough measure
of progress concerns the pattern of employment in
the tertiary sector. W ith limited numbers of new
urban workers becoming absorbed into the formal

m anufacturing sector in m ost developing countries,
an increasing num ber seek employment in services,
where generally labour-intensive activities can offer
more rapidly growing opportunities, or in the urban
informal sector, on the fringes of the tertiary and
m anufacturing sectors.
Already, the informal
sector has gained great significance as an absorber
of urban labour; table 29 contains data for Calcutta,
Jakarta and Kuala Lum pur which themselves understate the sector’s size. On its own, this trend is
ominous indeed, since informal activities constitute
a twilight area between the gainfully employed (on
a full-time wage basis) and those without employment.
It is certain that the numbers of those
within the informal urban sectors of many ESCAP
countries — a high proportion of whom are underemployed participants — as well as those without
any occupation are steadily rising in number.
321. Figures for the Philippine economy as a whole,
of the changing size of the “informal” sector, during
a 10-year period also confirm that, if not proportionately, the absolute size of the informal sector
is growing in terms of num bers engaged.
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322. Thus despite the clearly rising trend of employment in the tertiary sector in many ESCAP
countries, the rapid rate of increase of the urban
labour force has ensured that urban unemployment
rates are also on the increase, especially if a broad
definition of unemployment is used.
Figures of
those without gainful employment, i.e., underemployed and unemployed, while hard to determine,
appear to confirm this worsening trend in the experience of individual cities.
In 1974, it was
estimated that more than 15 per cent of metropolitan
Calcutta’s labour force was wholly unemployed in
197135 which, even allowing for an increased female

323. In the rural sector, the pattern of income distribution and the level of poverty are intimately interwoven with the degree of concentration in land
ownership and of landlessness. The m ajor indicators
of the progress towards a more equitable access to
productive means are the distribution of farms by
types of tenures and by farm areas.

35 H . Labell, Calcutta: Us Urban D evelopment and Em ploym ent
Prospects (Geneva, ILO, 1974).

36 S. Sethuraman, Jakarta-. Urban Development and Em ploym ent
(Geneva, ILO, 1976).

Table 29.

Number
a c t iv it y

a n d
in

pe r c e n t a g e s

Notes:

A s ia n

t h r ee

Calcutta: Urban
(total population: 7.0 m illion)
1. Service s e c t o r ...........................
2. Non-service sector
. . . .
3. G rand total of num ber employed
Jakarta: Urban
(total population: 4.5 million)
1. Service s e c t o r ...........................
2. Non-service sector
. . . .
3. G rand total of num ber employed
Kuala Lum pur: Districtc
(total population: 450,000)
1. Service s e c t o r ...........................
2. Non-service sector
. . . .
3. G rand total of num ber employed
Sources:

p a r t i c i p a ti o n r a t e , r e p r e s e n te d a d e te r io r a tio n c o m pared with the previous 1961 census. In Jakarta
also, the 1961-1971 decade saw an increase in
wholly unemployed males from 6.4 per cent to 10.8
per cent, despite a reduction in their participation
rate, and even these figures may be optimistic.36

o f

e m pl o y e e s

c it ie s

by

s e r v ic e

1970/71

,

1971

Formal
sectora
(thousand)

Informal
sectorb
(thousand)

Total
(thousand)

Percentage of
total employed

465.0
204.7
669.7

141.6
134.4
276.0

606.6
339.1
945.7

64.2
35.8
100.0

1,080.5
270.9
1,351.4

79.9
20.1
100.0

180.1
96.7
276.8

65.0
35.0
100.0

Calcutta: A. N. Bose, “T he informal sector in the Calcutta metropolitan area” (W EP
Research W orking Paper, 1976) (m im eographed);
Jakarta: Sensus Penduduk 1971 (Penduduk DKI Jakarta Raya);
Kuala Lum pur: D. Solomon, “Urbanisation and employment in Kuala L um pur” (W EP
Research W orking Paper, 1975) (m im eographed).
a Comprising enterprises employing five or more workers.
b Comprising enterprises employing fewer than five workers.
c 1976.

Table

30. P h i l i p p i n e s : e m p l o y m e n t d is t r ib u t i o n
BY FORMAL AND INFORMAL SERVICES
SUBSECTORS, 1961 AND 1971

(in percentages)
1971

1961

C o m m e r c e ............................................................
Government, community, business, recreation .
Personal se rv ice s.....................................................
T o t a l ............................................................
Source:

Formal

Informal

Formal

Informal

15.3

84.7
5.7

18.6
93.7

76.6
64.5

27.1
40.9

81.4
6.3
72.9

94.3
23.4
35.5

59.1

ILO, Sharing in Development: A Programme of E m ploym ent, Equity and Growth for
the Philippines (Geneva, 1974).
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Table

31.

D

is t r ib u t io n

o f

f a r m s

by

t y pe s

ESCAP
(in percentages)

SELECTED DEVELOPING

o f

t e n u r e

IN

COU NTRIES

Type of tenure
Country

Bangladesh

Year

Fully owned
by operator

Partly ownedpartly rented

Tenant (cash
and share crop)

37.0
27.0

2.0
6.0
7.7

.

.

.

.

1961
1974

61.0
67.0

India .
. .
Indonesia . .

.

.

.

76.8

15.5

..

. .

64.1
74.8
47.8
42.0

29.1
22.0

Pakistan

1960/61
1963
1973
1963
1972

Philippines

.

44.7
58.0
73.5
64.6

14.4
11.4
19.6
22.5

67.0
64.1

3.4

.

Republic of Korea
Sri Lanka

Sources:

Note;

.

.

. . .

1960
1970
1965
1970
1947
1971

15.3
24.0

Othersa

6.8
3.2
36.8
34.0
39.9
29.0
7.0
9.4
33.0
28.7

1.1
1.7
3.5
3.7

T. Onchan and L. Paulino, “Rural poverty, income distribution and employment in
developing Asian countries: review of past decade” (Bangkok, Kasetsart University,
January 1977) (m im eo.); M. Alamgir, “Some aspects of Bangladesh agriculture: review
of performance and evaluation of policies” , The Bangladesh D evelopment Studies,
vol. 3, No. 3, July 1975, pp. 261-300; Asian Productivity Organization, Expert Group
Meeting on Agricultural Mechanization, vol. II (Tokyo, October 1968), p. 27; ADB,
Agricultural Profile — Sri Lanka (based on farm survey for paddy farms o n ly ); 1961
Census of India Household Schedule B-XI; Census of Agriculture, Indonesia, 19631973; Census of the Philippines, 1960; Pakistan Trends and Development Prospects
Report No. 1028-PAK (1 March 1976); ADB, Pakistan: Special Agricultural Sector
R eview (5 vols.); FAO, Pakistan: Land Reform : Land Resettlement and Co-operatives
(1974), No. 1/2.
a Includes types of tenure not classified elsewhere.

.

.

. . . .

..

49.9

2.6

20.3

15.5

31.7

79.5

81.6

11.2

10.0

48.0

32.6

53.0

51.5

95.3

98.5

99.7

61.0

62.4

44.0

61.0

91.3

83.3

94.3

93.9

74.6

50.0

92.9

98.4

24.7
24.1

12.0

17.0

76.5

80.3

75.4

100.0

100.0

84.7

81.0

68.0

77.0

98.8

96.0

97.8

52.5

97.4

64.0

85.0

89.6

98.0

96.7

Farms

66.8

30.4

77.0

61.9

Area

51.8

42.1

100.0

100.0

47.8

43.1

30.0

32.0

94.6

79.2

79.6

76.3

40.0

53.4

90.0

81.1

Area

96.2

94.6

98.8

98.8

95.1

94.4

89.0

92.0

100.0

98.8

99.4

99.3

95.5
96.0

99.6

Farms

0-10

83.8

77.7

61.4

66.1

66.8

57.0

58.0

100.0

89.9

89.8

87.5

66.0

70.2

95.2

Area

3.8

5.4

1.2

1.2

4.9

5.6

1.1.0

8.0

1.2

0.6

0.7

4.5
4.0

2.0

0.4

Farms

4.8

Area

16.2

22.3

38.6

33.9

33.2

43.0

42.0

10.1

10.2

12.5

31.0

29.8

11.0

Over 10

0.41

0.46

0.69

0.32

0.30

0.51

0.52

0.60

0.54

0.44

0.53

0.55

0.63

0.59

0.57

0.47

Gini
coefficient

Size categories for Thailand are 0-2.4, 0-4.8, 0-9.6 and over 9.6.

Figures may not total to 100 per cent due to rounding error.

47.9

2.5

89.0

84.2

93.5

93.9

41.1

49.1

72.1

67.2

88.4

88.3

19.1
21.0

95.0

89.9

Farms

0-5

Note:

1971

15.3

58.3

45.0

1.9

1.6

4.0

15.3

15.1

29.0

28.7

70.0

58.0

41.6

Area

Farm size in hectares

T. Onchan, Agricultural credit policy in Asian countries”, (mimeo.) (Bangkok, Kasetsart University, 1977); FAO, Report on the 1960 World Census of Agriculture; FAO
Periodic Progress Report of the Agricultural Census Programme No. 7 (February 1976); Indian Directorate of Economics and Statistics, “Indian Agriculture in Brief'', 11th
computer Printouts, 1976; yearbook of Agriculture and Forestry, 1971,1975; Department of State of West Malaysia, “Number and area of small-holding lots” ;
1960 and
"pakistan: Recent trends and
development prospects”, 1 March 1976; Bureau of Census and Statistics of the Philippines, Census of Agriculture for
I960 and 1971; Government of Thailand, Crop Cutting Survey Final Report 1971 (Bangkok, National Statistical Office, 1972).

18.5
13.4

1963

1973

65.2

67.0

1962

73.3

1974

13.6

1971

1963

11.5

33.0

1960

1972

1960

45.2
35.4

1960

70.4

1973

1971

70.1

1963

9.0

62.2

51.0

6.8

39.8

1961

1970/71

88.0

16.2
24.0

54.1
66.0

I960
79.1

Farms

1974

Area

0-3

Sources:

Thailand .......................................

Sri L a n k a ................................

Republic of Korea

Philippines

P a k i s t a n ......................................

Malaysia (peninsular)

Indonesia......................................

I n d i a .............................................

B a n g la d e s h ................................

Farms

0-1

with

Country

(in percentages)
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INTERRELATION BETWEEN ECONOMIC
AND SOCIAL ASPECTS OF INEQUALITY

324. Most of the dimensions of inequality highlighted so far have a predominantly economic character.
However, economic inequality becomes intimately
interrelated with other aspects of social inequality
and this interaction produces a socio-economic pattern which exhibits extremely pronounced characteristics of inegalitarianism contradicting fundamental values of human dignity and justice.
325. Nevertheless, when one tries to discern the
specific ways in which these interactions are likely
to take place, the existing body of knowledge in
the field of social sciences appears to be meagre
indeed. There have been numerous individual case
studies and field investigations on particular aspects
of this interaction. These have been highly illuminating in several ways,37 but the broad general
pattern, if there is any, is yet to emerge to allow
cohesive analysis.
326. A fundamental difficulty facing any investigator trying to discern such a general pattern is the
historical specificity of the broad socio-economic environment in which such interactions take place. A t
this stage, one could profitably distinguish between
interactions that are largely induced by the pricemechanism in a market-oriented economy and other
types of interactions that are relatively independent
of the price-mechanism and the m arket system.38
Cohesive analysis becomes extremely difficult, since
these developing economies combine in themselves
disparate features from different stages of history:
some of their more remote areas still have features
typically associated with pre-capitalist production
relations, while there is also the modem State with
its deliberate public policy;39 in between lies a considerable zone of price-mechanism and the market
system. It is the juxtaposition of such characteristics within many developing mixed economies of the
ESCAP region which makes it especially difficult to
study the interaction between economic and social
factors.
327. In spite of such difficulties, the accumulating
of data and review of past experience are beginning
to throw up patterns which seem worthy of further
investigation. It is proposed to consider here three
37 One interesting detailed study somewhat along this line is,
Poverty, Em ploym ent and Development Policy (United Nations
publication, Sales No. E.75.IV.II) relating to Kerala in India.
38 Shigeru Ishikawa, “Peasant families and the agrarian comm unity in the process of economic development” in Reynolds (ed.),
Agriculture in Development Theory (New Haven, Yale University
Press, 1975).
39 J.R. Hicks, A Theory of Economic History (Oxford, Clarendon
Press, 1969) where he uses the terms “customary economy” and
“command economy” .

d i s t i n c t r e l a ti o n s h ip s . T h e y h a v e b e e n c h o s e n m a i n ly because they seem to have fairly wide validity
across developing ESCAP countries, as well as representing a sufficiently wide range of disparate
phenomena illustrating the complexity of the interplay of social and economic factors. These three
chosen relationships in the present context are:
(a) Observed inverse relationships between
per capita income or consumption and average
family size;
(b) Positive association between the level of
education and the level of personal earnings;
(c) An imbalance in the city-country migration,
characterized by significant net inflow towards the
big cities.
1.

Average family size and per capita income
or consumption

328. Analysis of data from several countries in the
ESCAP region seems to suggest an inverse relation
between per capita income and average family size.
Thus, analysis of the N ational Sample Survey data
for 1960/61 on private consumption expenditure in
India, led the investigators to the following conclusion: “The average size of household in the poorest
10 per cent of the rural population is 5.87. As we
move through the successive 10 per cent sections
of the population with increasing per capita consumer expenditure, the average size of households
steadily decline until for the richest 5 per cent of
the population, it is as low as 3.78. The phenomenon is even more m arked in the urban area.
Here, in the poorest 10 per cent of the population,
th e size o f th e h o u s e h o ld , is a s la r g e a s 6.09. I t
declines steadily and rapidly as we move to the
better sections until for the richest 5 per cent of the
population, the size of households is as small as
2.25.”40 Similarly, in Thailand, a socio-economic
survey conducted in 1968/69 seems to reveal a very
similar tendency of decline in average per capita
income with increasing household size (see table
33).41
40 V .M . D a n d e k a r a n d N . R a th , “ P o v e rty i n I n d i a : I — d i m e n sions and trends” , Economic and Political W eekly, vol. 6, 1971, pp.
32-33. As the authors pointed out, a larger family size does not
necessarily entail a larger num ber of dependents per earner, since
a larger household may also have more earners, as in m any joint
families in India. Consequendy, mere large size is not a sufficient
cause for lowering of per capita consumption. Hence, a large
household with low per capita consumption, may generally be taken
to imply more dependents per earner. In this sense, per capita
consumption is the relevant “normalization procedure” to be adopted here.
41 R.M. Sundrum , “Development and equality: elements of a
disaggregated analysis” (m im eo.) (Canberra, Australian National
University, T he Research School of Pacific Studies). T he author
is careful to point out that “the results of classifying households
by income and finding their average family-size, may differ from
the results of classifying households by family size and finding
their average income”.
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Table

33.

T

h a il a n d

:

per capita

Household size

h o u s e h o l d

..................................

a n d

Per capita income
(in baht)
Urban

1

s iz e

in c o m e

Rural

9,372

5,068

2— 3

.................................

7,892

2,479

4— 5

.................................

5,534

1,648

6— 7

.................................

4,695

1,318

........................................

4,004

1,181

8+

Source:

Data from Socio-economic Survey o f Thailand, B.E.
2511—12 (1968—1969) as analysed and presented by
R. M. Sundrum in his study, “Development and equality: elements of a disaggregated analysis” (mimeo.)
(Canberra, Australian National University, T he Research School of Pacific Studies).

More empirical investigations are needed in the
area of costs and benefits of family size, as in other
areas of study of fertility trends. Available evidence
suggests an inverse relation between family size and
per capita consumption or income, at least on a
cross-section analysis. W hether such cross-section
data can be used to approxim ate time-series behaviour is conceptually a more difficult question to
answer.
329. Economic rationality is a significant though not
the only factor in an individual family’s decision
regarding family size.42 In the context of developing countries of Asia, having male children is considered the only viable form of insurance in old age
in poor families. The need to compensate for higher
child m ortality rates and the specific economic reason of having sons further contribute to the tendency
of having larger families in lower income groups.
In the families dependent on agriculture, the additional value of labour provided by children not only
exceeds the cost of rearing children but also the
wages for such labour provided by outsiders.43 In
general, the only significant asset the poor households have in the rural sector is their manpower; a
socio-economic survey of six villages in India provides evidence that poor households utilize their
manpower intensively, resulting in greater productivity per unit of whatever limited material resources
42 For a survey of the literature see Harvey Leibenstein, “An
interpretation of the economic theory of fertility: promising paths
or blind alley”, Journal of Economic Literature, June 1974.
43 Mahmood Mamdani, The M yth of Population Control, Family,
Caste and Class in an Indian Village (New York, Monthly Review
Press, 1974). Also child employment persists in varying degrees
in unorganized industries. Government of India, Ministry of
Labour, Employment and Rehabilitation, Report o f the National
Commission on Labour, 1969, p. 386.

are available to them.44 Thus in developing countries
in Asia the attitude to desirable family size will be
largely determined by the balance between the
human labour and the means of production available to the family. A t low income levels the motivation to limit the family size may not be sufficient
to attain the nationally desired reduction in fertility
levels. A significant impact on fertility, particularly
among the rural poor, might require a more egalitarian distribution of income and productive assets
in the process of growth. Here is an im portant consideration in family planning policies.46
2.

Education and earning

330. In any discussion of economic growth with
social justice, the usually observed positive relation
between the level of education and the level of personal earnings46 needs to be interpreted with considerable caution. T hat there exists, by and large,
such a relationship seems to be fairly well-established
and the numerous calculations of “personal and
social rates of return” for several ESCAP countries
and elsewhere is a pointer to this.47 Moreover, this
positive association has a near-universal character,
as table 34 shows.
44 M .V . M a d k a r n i, “ R e p o r t o n t h e so cio-ec onom ic su rv e y o f v illages under the command area of the Jayakwadi Irrigation Project,
1974-75” (unpublished).
48 G. Rangaragan and J.K. Satia, “Population policy and redistribution of income” , Economic and Political W eekly, vol. XI,
Nos. 31-33, 1976.
46 Other relevant factors remaining roughly the same.
47 For Philippines, see ILO, Sharing in Development: A Program m e of Em ploym ent Equity and Growth for the Philippines
(Geneva, 1974), chap. VIII. For Thailand, see M. Blaug, The
Rate of Return to Investm ent in Education in Thailand (Bangkok,
National Education Council, 1973), pp. 5.5 and 5.8. For Singapore, see D .H . Clark, P.E. Fong, “Returns to schooling and training in Singapore” , Malayan Economic Review, vol. XV, No. 2,
October 1970.
A summary of this aspect of the problem of education in ESCAP
region is provided in “Education and employment” , ECAFE Growth
Studies Series No. 11 (Reprinted from Economic Survey o f Asia
and the Far East, 1973), chap. IV. A short table is provided below, compressing and recomputing for summary purposes some
of the information from the sources mentioned above:
Social rate o f return Private rate of return
( percentage)
( percentage)
Level of education

Primary over none .

.

.

.

Middle/secondary over primary
College over middle

Philippinesa

Thailand

Philippinesa

Thailand

17

6.4

24

8.5

10

5.0

11

5.0

9

6.5

11

7.5

a For differences in educational structure, the figures relating to
Philippines are averages suitably computed to m ake them
correspond to classification adopted in Thailand.
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34.

R

a t io

o f

a ver a ge

a n n u a l

e a r n in g s

BY EDUCATIONAL LEVEL
Group of countries

Group A (United States of America,
Canada, United Kingdom, Netherlands, France, Norway)
Group B (Israel, Greece, Mexico,
Chile, C o l o m b i a ) ..........................
Group C (Malaysia, Philippines, India,
Republic of Korea, Kenya, Uganda,
Nigeria)
.......................................
Source:

Primary/ Secondary/ Higher/
none
primary secondary

1.4

1.7

2.4

1.9

1.8

2.4

2.4

2.7

G. Psacharapoulos, Returns to Education (Amsterdam,
Elsevier, 1972), table 8.4.

331. One probable inference based on table 34 is
the relatively higher premium associated with higher
levels of education as one goes down the spectrum
from the developed to the developing market-oriented economies.
332. In view of this type of evidence, it is hardly
surprising that there has always been a strong tendency on the part of many planners concerned with
greater socio-economic equality to look upon education as the great equalizer, without questioning more
fundamental relations and institutions. Such a position can be sustainable if the level of education
exerts a dominant influence on the earning ability
and the occupational status of the individual quite
irrespective of the economic and social class background of an individual. Basically, the whole class
of theories calculating the private or social rate of
return on human capital by well-known marginal
productivity analysis has an underlying premise:
level of education is positively correlated with the
level of earnings, because of higher productivity
associated with the higher level of education embodied in the form of human capital.48 However,
growing statistical evidence and more refined analysis
are showing that class and status privilege may have
a far greater influence on earning ability than is
often granted in the “human capital” approach.49
For eloquent assertions of this position, see J. M incer, “ In v e s tment in hum an capital and personal income distribution”, Journal
of Political Economy, vol. 66, August 1958; Gary S. Baker, H um an
Capital: A Theoretical and Empirical Analysis with Special Reference to Education (New York, NEER, 1964) and Theordore W.
Schultz, “Investment in poor people”, Seminar on Manpower
Policy and Programs, Office of Manpower Policy Evaluation Research (Washington D.C., Department of Labour, 1966).
49 For an econometric piece of work along this line with American data, see Samuel Bowles, “Schooling and inequality from
generation to generation”, Journal of Political Economy, vol. 80,
No. 3 (supplement), May-June 1972, where he uses data from
Duncan, Featherman and Duncan, “Socio-Project No. S-0074(EO191)” (Washington D.C., Department of Health, Education and
W elfare); Fishlow, “Income distribution and hum an capital: some
further results for Brazil” in M. Parkin and A.R. Nobay (eds.),
Contemporary issues in Economics (Proceedings of a conference of
the Association of University Teachers in Economics) (Manchester
University Press, 1975).

333. A somewhat modified version of the “human
capital” approach is the more recent theory of
“search and screening”, where schooling is fundamentally looked upon as device to search out talents
and higher education operates as a filter to screen
out the more talented from the less.50 A higher
level of educational attainm ent may then easily be
linked to higher earning, through greater talent
presumably leading to higher productivity, if not
directly through investment in “human capital”. As
has been pointed out, the theory is difficult to test
econometrically and evidence exists to indicate that
this too may not be a very relevant factor for linking education to earnings.51
334. Thus, there are two views with several variations within each. The first view attaches causal
significance to the positive association between educational level and earning, by postulating that
higher education leads to greater productivity and
greater earnings either through the “human capital”
approach or through the “screening and searching”
hypothesis. In contrast, the other view looks upon
the positive association between level of education
and level of earnings as largely a statistical artifact,
which in turn stems from the fact that there exists
an undeniable positive correlation between economic
and social class background and the level of schooling of individuals.
335. Further, in a market-based economy the type
of education obtained is frequently influenced by the
ability to pay for the kind of education, quite apart
from more intangible advantages associated with
coming from a well-off, professional as compared
to an illiterate, peasant background.
336. Table 35 shows the great influence of such
economic background in absolute as well as in proportional terms in the Philippines. This, taken in
conjunction with the earlier inverse relationship
between per capita income and family size, tends to
indicate that per student private expenditure probably varies still more sharply among income groups
than is indicated even by table 35.
337. The most pervasive dilemma of contemporary
education in developing countries in the region is
the difficulty of reconciling the role of education as
the vehicle of equalization with the other important
objectives of education to im part competence and
foster excellence. The bias of the current educational system in favour of the well-to-do is intimate50 K. Arrow, “Higher education as a filter”, Journal of Public
Economics, vol. 2, No. 3, July 1973.
51 Richard Layard and George Psacharapoulos, “The screening
hypothesis and the return to education”, Journal of Political
Economy, vol. 82, No. 5, September/October, 1974.
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ly bound up with the prevailing systems of financing
education. Changes in educational financing are
likely to have far-reaching repercussions, given the
sheer size which educational systems have now
reached in most countries. Last, but not least, are
the crucial political pressures and power positions
which act to m aintain the elitist, inegalitarian strain
of educational systems. The educational planner,
himself part of the political machinery of government decision-making, cannot ignore these pressures.
Table

35. P h i l i p p i n e s : d is t r ib u t io n o f f a m il
BY INCOM E AND EDUCATIONAL EXPENDITURE

ie s

(in pesos)
Income bracket
( pesos)

Absolute amount
spent on education

Per cent of total
expenditure on
education

Below 500
...........................
500 — 999 ...........................
1,000 — 1,499 . . . .
1,500 — 1,999 . . . .
2,000 — 2,499 . . . .
2,500 — 2,999 . . . .
3,000 — 3,999 . . . .
4,000 — 4,999 . . . .
5,000 — 5,999 . . . .
6,000 — 7,999 . . . .
8,000 — 9,999 . . . .
10,000 +
...........................

4
14
26
35
56
83
151
225
319
343
486

1.4
1.8
2.1
2.0
2.5
3.0
4.3
5.0
5.8
4.9
5.4
5.5

Source: Computed from BCS, Survey of H ousehold Bulletin:
Family Income Expenditures, 1965, Series No. 22.

338. In such a c o n te x t th e p la n n e rs h a v e t h r e e o p tions in acting to reduce existing disparities. The
first would be to continue on the present course
while concentrating on expansion of facilities. The
second option would be to m aintain the existing
system but to introduce in it elements of “positive
discrimination” in favour of the poor. The third
option is more radical and would call for the construction of a new egalitarian educational system
differentiated according to local environments and
conditions, with re-entry at all stages and access
determined by socially determined criteria. The
choice will ultimately be determined by socioeconomic philosophy in each country.
3.

Rural-urban imbalance

339. The third m ajor socio-economic aspect of inequality is the typical relation between the city and
the countryside in most developing mixed economies
of the ESCAP region. It has its associated dimensions like income and disparities in distribution of
social and economic overheads, unevenness in actual
or even expected employment opportunities causing
interregional or rural-urban migration on a significant scale and pattern of industrial location. This
particular aspect of equality is operationally important for most countries in the ESCAP region for

a t le a s t two i m p o r ta n t rea so n s: first, given th e p r e dominantly agricultural character of many of these
economies, the urban-rural balance in the course of
economic development deserves prior consideration,
if many of the socio-economic problems associated
with unplanned “urbanization” are to be avoided.
Secondly, the pattern of industrialization in almost
all its relevant aspects — e.g., nature of technology
used, types of goods produced, geographical pattern of employment opportunities created, the quality of life of the vast majority of peasantry and of
urban workers and white-collar city-dwellers — will
tend to be deeply influenced by the type of relationship that gradually emerges between the city
and the countryside.
340. While it is difficult to present in a short review
a systematic characterization of all the important
aspects of spatial disequilibrium,52 there can be little
doubt that there has been acceleration in the process
of urbanization. Urbanization is part of the process
of modernization. However, the rate of urbanization in most developing countries is out of phase
with the process of development.
341. It has been argued that the process of urbanization as it is occurring in the developing countries is
different from that which occurred in the historical
experience of the developed countries. In the
developed countries, urbanization was a response to
a rapid rate of industrialization which provided
employment opportunities for a rapidly growing
urban labour force. In the developing countries,
urbanization appears to be proceeding faster than
the growth of employment opportunities in urban
areas and straining the economic and social infrastructural facilities available in these areas.
342. While the manufacturing sector provided a considerable amount of employment in the urban areas
of the developed countries, this has not been the
case generally in the less developed countries. In
these countries, a large part of the urban labour
force is engaged in trade and service occupations.
The employment in these occupations expanded
rapidly after each country attained its independence
and set up its national government but after a time
this expansion slowed down. The growth of employment opportunities beyond this point depends
heavily on the concomitant growth of the m anufacturing sector, which has not occurred in most
countries. While the proportion of the labour force
52
A “regular” low-level factory-job with social security could
provide three to five times the annual actual earning of an agricultural
worker in India, taking into account the actual number of days for
which the latter finds employment. This tentative calculation is
pardy based on information provided in The Gazetteer of India, vol. Ill
(Economic Structure and Activities), chap. XVI, Ministry of Education and Welfare (Government of India, March 1975).

74

Biennial Review and Appraisal of the International Development Strategy

in urban areas engaged in manufacturing was as
high as 28 per cent in India, it was only 10 per
cent in a country such as Indonesia.

raise agricultural productivity and rural incomes and
to reduce rural-urban migration by lowering the
anticipated income differentials.

343. This raises the question of what are the forces
which have induced a high rate of rural-urban migration, the main factor behind the rapid rate of
urbanization. Formerly, the reasons for such movement were classified according to whether it was the
result of a “pull” factor, i.e. the attraction of job
or income opportunities in urban areas or the result
of a “push” factor, i.e. due to economic distress of
the migrants in their places of origin in the rural
areas. In particular, great weight was given to such
factors as the attraction of “city lights”, i.e. the
greater amenities of urban life apart from the
economic factors.

346. Another important feature of the process of urbanization has been the increasingly im portant role
that large cities have been playing in the process in
some countries. Thus, in India, cities in this class,
which accounted for about 55 per cent of the urban
population in 1971 claimed as much as 70 to 75
per cent of the increase in urban population in the
two preceding decades. In fact, there was a substantial increase in the share of the smaller towns.
Chatterjee has concluded that the persistent decline
in the importance of small towns is an indication
of the deterioration of economic conditions of small
towns and the consequent movement of population
towards big cities in search of better economic opportunities.54 This tendency seems to have operated
in other countries as well, with adverse consequences
on development.

344. Recently, however, according to a model put
forward by Michael Todaro,53 the explanation of
such movements has been sought in terms of the
income-differential of migrants between urban and
rural areas, which provides a synthesis of the pull
and push factors. Further, it has been argued that
such migration depends not on the differential between incomes of persons actually employed in the
two areas, but on the expected value of such a
differential, taking account of the probability of
migrants remaining unemployed for various periods
of time. This model was originally developed to
explain rural-urban migration in East Africa, but
seems applicable to a great extent in many Asian
and other developing countries as well.
345. Todaro’s model can explain many features of
rural-urban migration which have been noted. One
feature is that such migration takes place even when
there is substantial unemployment in urban areas;
although the existence of such unemployment reduces the probability of new migrants finding employment in urban areas, the differential in earnings
once they find employment can be sufficiently high
to encourage migration. Another feature of ruralurban migration explained by the model is the high
proportion of young educated persons involved in
such migration, because it is for this group of
workers that the expected differential in earnings
is particularly high. An important consequence for
policy is that, if the factors underlying rural-urban
migration are as analysed in this model, attempts
to relieve unemployment in urban areas will be
annulled by the consequent increase in expected
differentials and the inducement to further ruralurban migration. A more effective policy approach
to the relief of urban unemployment would be to
53 M.P. Todaro, “A model of labour migration and urban unemployment”, American Economic Review, March 1969.

347. Small towns widely distributed all over the
country can play a useful role in promoting development of their rural hinterlands by providing m arketing and other facilities and as centres for communication of new ideas.55 The promotion of small
towns will therefore have beneficial effects on agricultural and rural development, and will at the
same time serve to moderate the excessive flow of
migration to the already congested big cities.
348. Although economic factors have been found to
play an important role in rural-urban migration,
there is often a great deal of miscalculation on the
part of migrants about the relative economic advantages to themselves of rural and urban life.56
While cash incomes to some members of the family,
especially the men, may be higher in the cities, other
members of the family, especially women, lose many
opportunities of earning incomes in kind and by
self-employment in their rural homes; also, many
goods and services, which were available cheaply
in rural areas, have to be bought for money in
urban areas. In many cases, this leads to a considerable flow of return migration from urban areas.
This has been found to be particularly significant in
countries such as Papua New Guinea.57
54 A. Chatterjee, "Some implications of the future trend of u rbanization” in A. Bose, et al. (ed.), Population in India’s Developm ent 1947-2000 (Delhi, Vikas Publishing House, 1970), p. 277.
55 E.A.J. Johnson, The Organization o f Space in Developing
Countries (Cambridge, Mass., H arvard University Press, 1970).
56 Esther Boserup, op. cit.
57 See, e.g., N.D. Oram, “Cultural change, economic developm ent and migration among the H ula”, Oceania, June 1967; G.T.
Harris, “Labour supply from primitive areas: A case study from
the Southern Highlands of Papua” , La Trobe University Economics
Discussion Paper, No. 36, 1971; and M.E. Salisbury and R.F.
Salisbury, “Siane m igrant workers in Port Moresby”, The Industrial
Review (Papua New Guinea Departm ent of Labour and Industry,
April 1970).
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C.

RELATION BETWEEN ECONOMIC
GROWTH AND SOCIAL JUSTICE

1. Conceptual framework
349. The socio-economic process of growth, as indicated by summary measures of inequality given
in section A of this chapter, is markedly inegalitarian in most developing countries of the region.
An appraisal at the national level of the socioeconomic targets and instruments in development
plans and their implementation is beyond the scope
of this Survey. However, there are common characteristics of the inegalitarian development processes
in many developing countries of the region which
suggest a conceptual framework for development
strategies which will lead to growth with social
justice. Such a broad conceptual framework is also
capable of modification to suit the requirements of
individual countries, as will be seen in what follows.
Central to this framework is the concept of productive consumption which establishes a direct link
between production and consumption activities in a
developing economy.
350. It is somewhat difficult to accommodate the
idea of productive consumption in the conventional
national income accounting procedure, for one is
used to look upon “consumption” and “investment”
as two mutually exclusive expenditure categories.
Yet it is indeed obvious, particularly in the context
of a poor developing country, that there are a
whole range of im portant expenditure items which
share common characteristics of consumption as
well as investment and thus, do not belong exclusively to only one expenditure category. So as to
elaborate this with concrete examples relevant to
the discussion here, consider the question of preventive sanitary services in villages, prim ary education or basic nutrition. Are they consumption or
investment items? Do they contribute to economic
growth or do they take away resources which could
otherwise be used to expand the m aterial production
base of the economy? It will be seen that this is
a somewhat wrong way of formulating the question
because one is wrongly using mutually exclusive
categories like “consumption” and “investment” . As
a m atter of fact, the two concepts overlap and it is
precisely this degree of overlap which is so significant in productive consumption.58
58 F r o m t h e p o i n t o f v iew o f t h e id ea o f p r o d u c ti v e c o n s u m p tion it is instructive to consider a m ajor defect of the so-called
“human capital” approach (to education etc.) which overemphasizes
the investment aspect; in such an approach attention is concentrated
on rate of return on “ hum an investment”, the short and longer
run allocation between investment in “ hum an beings” and investment in material production etc. This, in turn, does not allow
such an approach, for example, to make a qualitative distinction
between education indispensable for increasing, say, agricultural
production as compared to overproduction of arts graduates or
hospitals to treat wealthy neurotics as compared to sanitation programmes for villages. Productive consumption is an integral part
of production processes for social justice and to equate it with
“hum an investment” is to misunderstand that concept.
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351. The treatment of consumption and investment
as mutually exclusive categories has contributed in
turn to the idea of economic growth and social
justice as being competing goals in a poor developing economy. It is perhaps more useful to look
upon a certain critical minimum quantum of productive consumption as strictly complementary to an
investment programme, without which the desired
economic result of investment cannot materialize.
Operationally, this means that provision for a critical
minimum of productive consumption has to be
integrated into any conventional investment plan
itself. It is a necessary task to work out the components of such a critical minimum of health and
nutrition, education and shelter, bearing in mind that
the shortage of any one below the critical minimum
will affect the efficiency of other components; this
is a challenge to the theorists and practitioners of
development planning.
352. The idea that economic growth and social justice need not be in fundamental conflict in the context of a poor developing economy requires more
exact specification. This could probably be done
more convincingly in terms of the stylized argument
of a model which is intended to capture some of
the vital interconnexions in a highly schematized
form. In view of the complexities involved and the
frequency at which this issue is raised a certain
degree of pedagogic exposition is necessary.
353. Consider, for example, an economy with three
sectors, each “vertically integrated” to produce a
final good only: sector I produces investment goods,
sector II produces essential goods (assumed to be
a “composite commodity”) for productive consumption, while sector III produces luxury consumption.
The model assumes that the total value added of
a sector can be broadly broken up between profits
and wages, abstracting from the problem various
forms of rent and income of the self-employed which
is so typical of peasant agriculture and unorganized
industry. For simplicity, foreign trade and economic activities by the government, are at this stage
omitted from the model. An understanding of the
workings of a model of this type in the presence
of substantial unemployment will help clarify the
relation between economic growth and social justice
under several alternative situations and assumptions.
354. If only wages are spent on essentials and savings out of wages are quantitatively insignificant,
then it is evident that the wage-bill of the economy
in real terms equals the output of sector n , producing essential goods. In an economy, characterized
as above, unemployment and wastage of corresponding growth potential can arise on three distinct counts.
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355. One such case is where there may be insufficient
effective demand in the normal Keynesian sense. An
expansion of the investment sector by drawing in
more labour will generate through the usual multiplier process expansion of demand for additional
essential goods as well as luxury goods. Then
growth can combine with expansion of employment
all round, even with rising luxury consumption, at
least in the short period, in this most typical Keynesian case. In this case, a rising wage bill or even
real wage rate (within limits) allowing for greater
productive consumption does not come into conflict
with growth generated by greater employment in
investment sector.
356. There may be more or less full capacity utilization in each sector of the economy. In some
sense, this approximates the neo-classical case in
which lack of sufficient production capacity, generally described as shortage of “capital”, is held as
the effective constraint on the employment level. If
the capacity is specific to each sector and capital
goods are not flexible in use, at least in the short
run, both the composition of output as well as the
distribution of labour among sectors in the short
run are predetermined by the given pattern of sectoral capacity. However, over the longer run, the
greater the expansion of the investment sector, the
easier it will be to remove this constraint on capacity
and utilize labour more fully. This is the argument
in accordance with the Feldman-Mahalanobis type
of theoretical schematization.

tial goods produced by sector II. It is circulating
capital needed as “wage-fund” (as classical economists termed it) for productive consumption (as reinterpreted here), rather than lack of “fixed capital”
in the form of industrial capacity discussed in the
previous case, which seems the most effective constraint on the size of a development plan. Here
more labour can be absorbed by the investment
sector either because it has excess capacity or because “bare-handed” labour can be used productively to some extent at least; but lack of wagegoods with an irreducible real wage rate sets the
limit to employment. A development strategy in
this particular context has to consider quite seriously the possibility of redistribution of consumption
between the already employed and the unemployed.59
Thus the given volume of essential consumption
goods can be distributed among a larger number
of employed persons through a powerful public
distribution system. This is a very effective method
of achieving full-employment in a short time which
may involve a fall in the real wage rate per worker
but a rise in per family consumption for those
families in which more members now find employment. But even this reduction in real wage rate
per worker is not automatic, if an offensive against
luxury consumption goods production can release
enough wage goods in the short run. There will
however also be a corresponding shrinkage of employment in that sector. This is also a policy of
economic growth with social justice: higher growth
is achieved through expansion of productive employment in the investment sector while social justice
takes the form of cutting down luxury consumption
and redistribution of essential goods in favour of
the least privileged unemployed section of the population against the more privileged employed population. Over the longer run the expanded capacity of
the investment sector can be utilized to expand the
capacity of the essential consumption goods sector
itself. In this case of wage goods constraint, there
is again no conflict between economic growth and
social justice either in the short or in the long run.

357. But the rate of expansion of the investment sector will require additional employment and the corresponding increment in wage bill, which can be met
in three distinct ways (even in the absence of international trade): (a) by cutting down the existing
production and employment in luxury consumption
sector and releasing wage goods for the investment
sector’s employment expansion, (b) by making a
corresponding plan of simultaneous growth of essential consumption sector and (c) by allowing the real
wage rate per worker to fall over time. The first
alternative, if implemented, combines growth with
social justice. The second alternative achieves a
lower growth with social justice while the third
alternative is marked by higher growth or forced
accumulation at the cost of lower standard of living
for the working class. It is only in the case of fullcapacity utilization, that there may arise some conflict between economic growth and social justice in
the long run, but that too only if luxury consumption is not reduced to negligible size. But if this is
done, the conflict between growth and social justice
is non-existent even in this case.

359. Even the stylized discussion above of the conditions where growth and social justice need not conflict indicates the various ways in which developing
countries can approach the problem. Developing
countries which are strongly trade-oriented may prefer to forego the simultaneous pursuit of growth and
social justice by increasing basic goods production
and employment by choosing to import them. In
countries which intend to pursue growth with social
justice through fuller utilization of its human and
material resources, the difficulties of mobilizing such

358. Perhaps the most relevant case is where the
main barrier to greater employment is lack of essen-

59 See, R.F. Kahn, “The size of the plan”, in Selected Essays on
Em ploym ent and Growth (Cambridge, Cambridge University Press,
1972).
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resources within a short period might require the
distribution of available wage goods through a
public distribution system; others might be content
to leave the distribution of wage goods to the free
working of the market forces even in the presence
of unequal distribution of income. There may be
difficulties in switching production from luxury to
consumption goods; in fact it may be the policy in
some developing countries to encourage the production of luxury goods and maintain their output
through income distribution policies favouring in
effect the well-to-do. However, it will be true to
say that to the extent that a socio-economic system
provides luxury consumption before productive consumption is ensured to all, it fails in the pursuit
of growth with social justice.
2.

Operational significance

360. The trend of the argument so far has simply
been to show that, particularly in societies with very
unequal income and wealth distribution, a vast
potential source for surplus exists once the focus of
development is directed towards the distribution
between productive and unproductive consumption,
rather than between consumption and investment.
But two questions of operational significance arise
as soon as one tries to concretize this broad idea
in greater detail. First, what are the m ajor components of productive consumption and how do they
relate to each other? Secondly, in what way can
the whole structure of productive consumption act
as the engine of development?
361. The answer to the first question is to an extent
historically specific and can differ among the individual developing countries of the ESCAP region.
But there can be little doubt that in most of the
developing mixed economies of the region, mass
poverty on an extensive scale makes the basic nature
of the answer quite clear: a minimum standard of
living for everybody in terms of food, clothing and
housing, basic medical and educational facilities and
old-age security, must be provided. The norm and
level of this minimum will differ from country to
country even within this region, depending on various socio-economic, cultural and climatic factors.
Also, the present level of economic development of
these countries will determine, at least in the very
short run, how much capacity they really have for
providing these basic attributes of human existence
for everybody.
362. However, this is only looking at it from the
side of requirement or consumption. The fundamental concept is productive consumption, so that,
in return to this minimum standard of life which the
society provides for its members, they must also be
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able to contribute to the societal development; in
other words, everybody must have a job and a right
to perform labour towards achievement of social
justice. This is where the crucial difference, between
productive consumption as the central concept in
development and the more usual reformist attitude
of redistributing and “doling out” benefits to the
poor, exists. This latter liberal-humanitarian approach of giving something to the poor through
redistribution fails because it fails to complement
consumption requirements with the production possibilities of each member of society and when tried,
very often ends up with massive foreign assistance
to maintain the consumption requirements only.
Evidently, this sort of process cannot be self-sustaining because it is no more than a “relief operation”
for the poor; it also goes fundamentally against the
whole concept of human dignity, for everybody has
the right not only to receive but also to give to
society. The crucial test for any socio-economic
organization is to be able to use “productive consumption” as a double-edged weapon, of giving as
well as receiving from all members of the society,
to cut through the hopelessness of mass poverty and
dependence to a future of sustained, self-reliant
growth.
363. Once this double-sided nature of the structure
of productive consumption is understood, its impact
on the process of development becomes more apparent. It is capable of generating a process of
mass participation in development by mobilizing the
overwhelming majority. Each member and group
among the less privileged in the society can see the
gain of development and relate it to his or her
personal context; at the same time the less privileged
can become integrated with the social process of
development by contributing usefully and thus develop the organic unity between the need of an individual and his contribution to the society. This
is the essence of mass mobilization; it is also the
ideal of development.
3. Some plan experience
364. In terms of the above frame of reference, it is
clear that the developing mixed economies have not
been able to evolve a structure of productive consumption as the central core for their development
strategies. There has been deliberate public policy
towards increasing some of the basic components
of productive consumption like basic education,
health or housing to improve the lot of the poorest.
A sample study of some of the planning documents
in these countries does show that, to a greater or
less degree, the concern for the economically less
advantaged is growing and some attempts are being
made to provide certain types of basic facilities to
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the poorest. However, this still remains primarily
in the nature of a relief operation by the State for
the poor and does not really satisfy the crucial condition of everybody participating in the production
processes for social justice.
365. Thus, for example, the draft Indian Five-Year
Plan document states that “apart from being a constitutional obligation, the provision of universal elementary education is crucial for spreading mass
literacy, which is a basic requirement for economic
development, modernization of the social structure
and the effective functioning of democratic institutions. It also represents an indispensable first step
towards the provision of equality of opportunity to
all its citizens.”60 The current National Development Plan of Iran tries to combine extension of
medical services with improved nutritional standards
to cover 30 per cent of the children under the age
of 3 in urban areas and 10 per cent in rural areas.
A t the same time, this “direct nutrition programme”
in the Fifth Plan of Iran intends to provide meals
for all children in rural kindergartens and the needy
ones in urban areas; 30 per cent and 10 per cent of
expectant mothers in an economically weak position
in urban and rural areas respectively, are also supposed to be covered by this nutrition programme as
a complementary aspect of extending health service.61
The recent plan document from Nepal stresses the
need for a rapid increase in primary education but
points to several obstacles facing the course of progress, like a high drop-out rate at an early stage,
the poor quality of teaching and the financial burden on the State where “the percentage of government aid to the schools reaches a maximum of 93
per cent in some cases . . . ” while, “more than 80
per cent of the revenue is spent on salary”.62 Sri
Lanka, a country which has been known in this
region for redistribution, notes in its recent plan
that “the chief cause of maternal deaths is anaemia
due to malnutrition and the chief cause of infant
mortality is pre-maturity which is also mainly due
to maternal anaemia”,63 and aims at direct nutrition programme for mother and child welfare.
366. Such examples of the concern of public policy
to improve some of these basic constituents of a
minimum standard of life for the poorer sections
could be multiplied from other official plan docu60 Government of India, Draft Fifth Five-Year Plan, 1974-79,
vol. II (Planning Commission), p. 194, para. 8.16.
61 Government of Iran, Summ ary of the Fifth National Developm ent Plan, 1973-78 (Plan and Budget Organization, June 1973),
p. 139.
62 Government of Nepal, Fourth Plan ( 1970-75) (English translation, February 1973), (National Planning Commission), p. 240.
63 Government of Ceylon, T he Five Year Plan (1972-76) (Ministry of Planning and Employment, November 1971), p. 116.

ments and pronouncements. Nevertheless, the few
assorted examples quoted above should be sufficient
to indicate the general point already mentioned
earlier: they are more in the nature of redistributive
relief operations and do not qualify as a part of the
structure of productive consumption in the development process and are directed only towards providing some elements of basic requirements without at
the same time ensuring that everyone participates
in the development process for social justice. A t
present, neither sufficiently refined data are easily
available to see what proportion of government expenditure is spent on some of the basic items of
productive consumption, nor do employment data
exist in the sense of reflecting the proportion of work
force excluded from output for productive consumption. Official statistics do not lend themselves to
such analysis. Nevertheless, table 36 presents a
broad picture for a few selected countries of the
ESCAP region to show that when social expenditure is basically a redistributive relief operation,
there can simultaneously exist a large degree of
unutilized labour.
367. The nature of the data presented in table 36
does not correspond to the analytical scheme of productive consumption for two main reasons: the expenditure data in column (3) are a considerable overestimate as they include expenditure on all types of
(higher) education, health service etc., much of which
cannot qualify as elements of productive consumption. Similarly, the unemployment data, quite apart
from the possibility of containing a large and unknown margin of error, do not necessarily reflect the
extent of labour that could be utilized for production towards social justice. Even then, table 36
could be revealing in making the central point that
there seems to exist little connection between the
proportion spent by government on some of the
im portant items of productive consumption and the
available labour that could be utilized for increasing
such consumption.
368. For instance, the employment potentialities of
social consumption, considered in this approach as
essential to production processes, are generally overlooked. To quote two instances: the education sector is itself a great consumer of its own product and
provides employment through its increased demand
for teachers; a relevant educational system integrated into the agricultural production, for instance, can
be self-financing. The system of “bare-foot” doctors,
insofar as they are also part of the production
processes in the rural areas, can expand self-financing employment opportunities.
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Table 36.

Low

p r o d u c t iv e

(1)

(2)

Country

Time period
(average of)

I n d i a ..............................................
I n d o n e s i a .................................
I r a n ...............................................
M a la y s ia ........................................
P a k i s t a n ........................................
Republic of Korea

.

.

.

.

Sri L a n k a ..................................

c o n s u m p t io n

1969/70-1975/76a
1969-1974
1969-1974
1969/70-1974/75
1973-1978
1970-1975
1971-1975
1971/72-1973-74
1970-1975
1970-1975
1972-1976
1969/70-1975

in

t h e

c o n t ex t

(3)

Expenditure on education, health,
housing and social welfare as percentage
of total public expenditure
Current

Capital

Total

2.7a

0.2a

2.9a
(13.2)
(16.3)
20.2
(33.1)
26.6
(17.7)
7.9
(24.5)
21.0
(13.0)
20.5

21.6

5.0

7.0

0.9

16.5

4.5

17.7

2.8

o f

h ig h

u n e m pl o y m e n t

(4)

(5)

Year

Rate of unemployment as a percentage
of labour force
Total

1964/65
1967
1970

5.0

1971

7.1

1970

4.5

1969/70

13.3

Rural

Urban

4.4

3.5

0.6

2.5
5.5

1.6

7.5
17.3

Sources: For figures shown in column 3, first row:
India: Economic and Political W eekly, vol. XI, No. 14, p. 542 and Reserve Bank of India, Report on Currency and Finance, 19741975, vol. II, pp. 96, 101, 109 and 110, and Report on Currency and Finance, 1973-1974, pp. 111-112.
Iran: R e p o r t o f t h e P r i m e M in is te r o n t h e S ta te o f t h e Ir a n ia n E c o n o m y ( 1 3 4 7 - 1 3 5 0 ) a n d G o v e r n m e n t P r o g r a m m e s f o r Ira n
(1 351), pp. 56 and 74, Imperial Government of Iran, T he Budget 1353, A Sum m ary, Part II.
Malaysia: T he Expenditure Budget of the Federal Government of Malaysia, 1971, 1972, 1973, 1974 and 1975.
Pakistan: Pakistan Statistical Yearbook, 1974, pp. 110, 112, 116, 117 and 119-122.
Republic of Korea: Korea Economic Statistics Yearbook 1972, 1973, 1974 and 1975.
Sri Lanka: Central B ank A nnual Report 1974.
Notes:
Columns 1 and 2: For Pakistan, the first row 1971/72-1973/74 excludes Bangladesh, but the second row for 1970-1975 is from
the Plan document including Bangladesh.
Column 3: Source of the second row for each country w ith bracketed figures is the expenditure according to Plan documents.
Since capital and current account classifications are not uniform across countries, those figures are not always comparable.
Columns 4 and 5: Employment data are notoriously difficult to compile and interpret w ith definitions and nature of the sample
varying among countries. The present source is Economic Survey of Asia and the Far East, 1972 (United Nations Publication,
Sales No. E.73.VI.F.1), table 1-4, p. 37. See the original source for difficulties and details of method of estimation.
a T he Indian figure shows sharp discrepancy because the top row (1969/70—1975/76) relates to central government expenditure
only, while the second row (1969—1974) relates to central and State expenditure in the Plan document.

D. SETTING DEVELOPMENT TARGETS
369. The bare outlines of the development pattern
which emerge from the preceding discussion is a
socio-economic process in which various dimensions
of equality and growth are closely interwoven. The
structure of productive consumption becomes the
unifying theme between economic growth and social
justice by making development a process relevant to
the personal lives of the overwhelming m ajority of
the poor, at the same time removing the false
dichotomy introduced between growth and social
justice on the basis of a supposed need for “trade
off”. From this broad perspective follows a simple
but more operational criterion: no development can
be considered just unless it benefits the poorest sections, by giving them access to both a minimum
standard of living as well as the right to participation.
370. The consumption planning becomes essential
to production planning for economic growth with
social justice.64 Indeed they both have to be intimately interwoven, as productive consumption is
an indispensable condition for production processes
towards social justice, judged even by narrow economic considerations. While a discussion of pro64 For detailed planning techniques involved, see D.V. Ramana,
“Production and consumption planning”, T he Economic Times
A nnual, 1975, pp. 87-94.

gramming techniques for consumption planning is
beyond the scope of this Survey, it has to be mentioned that crucial to all of them is a measure of
inequality (in income or expenditure) and a reduction in that measure, for there can be no ambivalence regarding eradication of poverty as the single
most im portant social objective. Various inequality
measures are available, but as these measures do
not rank alternative income distributions they have
attracted a great deal of scholarly attention.65
371. To build a structure of productive consumption,
vast re-organization of production and radical institutional changes will be necessary, but even within the more traditional mould of economic thinking,
the implications for all the m ajor macro-economic
variables can be very far-reaching indeed. This is
where the broad strategy of development has to be
analysed in terms of its individual tactical components, which contribute to the setting of more specific
socio-economic goals and targets in planned development. The outlines of this target-setting problem
are considered broadly in terms of the implications
for: (a) the sectoral pattern of production and its
65 An absolute measure, m aking unambiguous welfare judgements possible, is Amartya Sen’s P measure of poverty. For a discussion of this measure and its application see I.Z. Bhatty, “Inequality and poverty in rural India”, Sankjiya, vol. 36 (1974),
Series C, pp. 291-336.
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likely impact on foreign trade, (b) mobilization of
investible surplus and (c) nature of technology to be
used.
1. Pattern of production
372. The most obvious impact on the pattern of
production will be its re-orientation towards the
essential items of mass consumption, with the shift
in factors of production away from luxury items
wherever necessary. In terms of usual sectoral classification followed in interindustrial input-output
analysis, such a change in the composition of output has to be both of an intersectoral as well as of
an intrasectoral character.66 A t the level of intersectoral change, “wage-goods” of an essential nature
will assume predominance and “food” and “textiles”
being the two most obvious items will have a special
significance. It is this kind of a wage-goods bottleneck, which will primarily determine the size of the
plan and in this context, the importance of food
production cannot be overemphasized.
373. It is usual to make abroad quantitative assessment of the required expansion in food production
in terms of income elasticity of demand, per capita
income and population growth. However, both
“income elasticity of demand for food” as well as
“per capita income” are average concepts which
hide the whole underlying pattern of distribution.
In particular the income elasticity is a weighted
average of the respective elasticities of various
income groups and a more equal pattern of income
distribution will change this elasticity coefficient and
raise the demand for essential food items, especially
cereals, in the poorer developing economies of the
ESCAP region.67 One of the main implications of
relating the composition of output to the structure
of consumption in line with social justice is therefore to tackle the food-bottleneck and a few other
similar crucial wage goods bottlenecks on an urgent
basis.
374. The setting of development targets is not merely a question of fixing quantitative production tar66 The difference between “intersectoral” and “ intrasectoral”
depends primarily on the degree of disaggregation followed in an
input-output table.
67 The following table is indicative of how this average elasticity
can change through a more equal distribution of income:
Elasticities of expenditure on food for
low-income groups in India
Rural wording
class in
Item

Agricultural
labourers

community
development
areas

Rural and urban
low-income
groups

Urban
working class

Cereals . .
1.09
0.61
0.61
0.24
Pulses . .
1.18
0.78
0.52
All food
0.76
1.10
0.85
0.66
Source: F .G . H a y a n d R.P. S in h a , “ Analysi s o f fo o d e x p e n diture patterns of industrial workers and their families in developing countries”, Journal of Development Studies, vol. 8, No. 4, 1972.

gets for the basic wage-goods; concurrently there
have to be established distributive targets, so that
the benefits reach the poorest sections. The “fourpoint rationing” programme followed in China even
in the early 1950s and a nation-wide system of
rationing of rice, cloth and a few other essential
goods in part of the Socialist Republic of Viet Nam
illustrate the importance of such distributive targets
in planning.68 Much can be achieved in terms of
solving the basic wage-goods bottleneck problem
even in situations of considerable scarcity. There
may, indeed, be no alternative to public control of
basic wage-goods for achieving just distribution in
a developing economy, particularly for the poorer
sections.
375. Turning to the intrasectoral changes needed for
achieving social justice in the process of growth, the
illustrations can be drawn from desirable programmes for education or health. In the field of education, this implies intrasectoral shift from top-heavy
elitist education to prim ary education directed towards functional literacy and extensive schemes for
adult education. In this context, it must also be
emphasized that education rather than becoming an
almost socially accepted device for controlling others
and getting special privilege must become a powerful
instrument of social change and questioning of
vested interest in the way of social justice, in countries where the m ajority is still illiterate. Thus,
target-setting in education is not merely a simple
counting of the literates but ensuring relevance and
distributive justice in education policies.
376. Similarly, in the field of health, reliance on
productive consumption as the lever to the whole
development process, must lead to intrasectoral shift,
in favour of preventive health care, to “bare-foot”
doctors with greater social commitment and less expensive education. It may also entail to some degree a change in favour of indigenous cheaper local
medicine, at least as a complement to the “modem”
and more expensive, foreign-exchange intensive system of medication. It is this kind of pyramidal
structure with a large base of preventive health care
at a relatively low degree of sophistication which
must characterize the nature of intrasectoral shift in
health planning with its corresponding implications
for setting this sector’s target.
377. There are many more examples one could consider of such intrasectoral shift — from expensive,
fine cloth to cheap and coarse variety in the textile
sector or from finer quality foodgrains and vegetables
68 In this context it is interesting to note that the rationed
price of rice throughout the northern part of the Socialist Republic
of Viet Nam has not changed since 1946 when the first revolutionary government was formed, even through the long struggle
of m ore than two decades.
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which are usually more resource-intensive (in terms
of water, yield per acre etc.) to the cheaper varieties.
The main point is that, in actual plan formulation
and target-setting this kind of shift even within each
sector must be carefully considered as an essential
part of social justice, so that development can
become a relevant process with its focus on the
poorest sections of the population.
378. Reduction in the inequality of the distribution
of private consumption expenditure will imply
change in the output mix of the developing countries. The increase in demand and in required output of foodgrains is obvious and has been referred
to earlier. Given the structure of demand in poor
developing countries for industrial products, the
effect of redistribution will be to increase the output
levels of some of the essential commodities and a
decrease in the output levels of a num ber of nonessential and luxury goods sectors. According to
one exercise for India,69 there are at least 27 sectors
(accounting for about two-thirds of India’s gross
domestic product in 1973/74) in which redistribution
entails an increase of over 10 per cent in the rate
of growth of output. In the remaining 39 sectors,
the change in output growth rates are of a relatively
small degree. The products covered by a t least some
sectors (e.g., “other metal products”, motorcycles
and bicycles and “other transport”) are such that
they meet the demand of both the upper and lower
income groups, with the result that the favourable
and unfavourable effects of redistribution on output
are to a large extent offset against each other.
The low degree of change in the growth rate of
output of some sectors may be due to the level of
aggregation neglecting, for instance, separate treatment of the unorganized manufacturing sector producing mass consumption goods.
379. The employment implications of the variations
in output growth rates following from redistribution
of private consumption in favour of the poorer
classes can be favourable. The study on India referred to finds that, when a fairly drastic reduction
in inequality indicated by a decline in Gini coefficient from 0.32 to 0.20 over a five-year period is
considered, there can be an increase in average
annual growth rate from 5.39 to 5.41 accompanied
by an annual increase in employment by 11.4 per
cent. A study for the Philippines shows that a
drastic shift in income distribution (from a Gini
ratio of about 0.47 to a Gini ratio of about 0.27)
would increase employment by about 10 per cent
and GDP by about 7 per cent, with marginal
69 A n a n d P. G u p t a , “ I n c o m e d i s t r ib u t i o n a n d e m p l o y m e n t p r o gramme: solving India’s employment problem — role of fiscal
policy”, (Geneva, W EP W orking Paper, 1975).
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changes in the balance of payments.70 All these
estimates are rough, but indicate that reduction of
income inequality can be justified on narrow economic terms, even if one does not consider other,
equally positive, social and political aspects.
380. In the absence of a number of quantitative
studies of the impact of redistributive policies on
the external sector, only broad generalization can
be made. The shift in consumption patterns which
will result from income distribution can be expected
to lead to demand for products which are more
labour-intensive, and such shifts could be significant, depending on the reduction in inequality which
is envisaged. The import intensity of the manufacturing output would be reduced directly and luxury
imports would automatically decrease. The imports
of raw materials and producer goods would depend
on the interindustrial relationships; given the items
of expenditure of the poor in many developing
countries, the interrelationships between sectors producing mass consumption goods and the basic goods
industries are not significant.71 Of the vast problem
of significantly increasing food production an important aspect is the import intensity of seed-chemical technology. While such technology is to be
spread in areas with controlled water supply, increase
in food production in other areas will have to rely
on improved traditional methods, like improved
local varieties less demanding with respect to inputs,
utilization of organic manures, integrated crop-livestock production etc.72 The impact on exports of a
redistributive policy should be generally favourable.
The encouragement of domestic consumption or even
curtailment of domestic production of primary
exports will have a short-run adverse effect, but the
shift away from luxury consumption should release
factors of production for export of manufactured
goods, a process which will be facilitated by the
possibility of increased allocation of foreign exchange for raw materials and machinery imports.
2. Mobilization of investible resources and savings
381. One of the most prominent features of “growthmanship” was its almost total reliance on raising
70 Felix Paukert, Jiri Skolka and Jef Maton, “Redistribution of
income, patterns of consumption and employment, a case study of
the Philippines” (Geneva, W EP W orking Paper, 1974).
71 This would explain the result of the planning exercise in
India’s Draft Fifth Five-Year Plan, namely, “the invariance of the
average annual growth rates of investment goods sector to the
specification of changes in inequality is a direct consequence of the
near bloc-triangular structure of the input-output matrix combined
with the static input-output framework” . D. Tendulkar, “Planning
for growth distribution and self-reliance in the Fifth Five-Year
Plan”, Economic and Political W eekly, 19 January 1974.
72 T he analysis in the m id-term review and appraisal, Economic
and Social Survey of Asia and the Pacific, 1974, still remains valid.
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the marginal savings rate as a main instrument of
development efforts. On this was superimposed the
classical view that inequality in the distribution of
income generates greater savings because when distribution is weighted in favour of the higher income
groups with a higher marginal propensity to save
the over-all savings propensity will increase. This
reasoning is also extended to ownership of assets.
But it is inadequate both on empirical and on
theoretical grounds. Even if the classical version
were true, there is the choice between a high-saving
polarized economy and a more balanced, if somewhat slower growing, economy with all the groups
having a stake in the development process based
on more egalitarian distribution of income and
wealth.

382. Empirical evidence on the impact on domestic
savings of income redistribution is scarce and available indirect evidence is inconclusive. In Kuznet’s
study of private consumption as a percentage of
GNP in seven, groups of countries arranged according to per capita income, there is no association
between per capita income and private consumption
ratio in the five groups of developing countries.73
Another study of his finds that the “association
between national capital formation proportions or
savings rates and levels of income is not close” .74
The inverse relationship between private consumption and income per head found by Chenery and
Syrquin is not highly significant and shows considerable variance.76 Singh’s extensive cross-country
econometric tests have in general failed to show any
significant association between the share of wages in
national income and the ratio of savings in national
income.76

383. Empirically, income distribution data for several
countries of the ESCAP region tend to suggest that
there may be negative savings in the lowest income
groups. Thus, in India, some studies suggested that
urban households with annual income below about
Rs 3,000 and under Rs 1,200 in rural areas may
73 S. Kuznets, “Quantitative aspects of the economic growth of
nations, VII. The share and structure of consumption”, Economic
Development and Cultural Change, January 1962.
74 S. Kuznets, “Quantitative aspects of the economic growth of
nations, VI. Long-term trends in capital formation proportions” ,
Economic Development and Cultural Change, July 1961, pp. 5-6.
75 H. Chenery and M. Syrquin, Patterns of Development, 19501970 (London, Oxford University Press, 1975), table 5, p. 38.
73 S.K. Singh, Development Economics — Some Findings (Lexington, Mass., Lexington Books, 1975), p. 143.

actually be net dissavers.77 In the Philippines, “the
poorest households have been dissaving at an astronomical rate. Moreover the problem appears to
have been getting worse over time” .78 Similar
evidence is also available for Thailand.79 It is
difficult to discern to what extent this phenomenon
of negative savings is a statistical mirage, largely
arising out of trying to reconcile expenditure with
income data or to what extent it is a genuine phenomenon leading to accumulation of outstanding debt
in the lowest groups of income receivers. However,
crude statistical evidence in favour of the negative
savings thesis is quite weighty and can be further
supported by complementary evidence of outstanding per capita debt in some of these countries.80
384. In the context of the phenomenon of negative
savings, widely prevalent in South Asian countries
and probably different only in its intensity in other
developing ESCAP countries, income redistribution
in favour of net dissavers of the low-income group
may not have any adverse effect on the level of
savings in the economy. In fact, it will have positively advantageous effects in the long run. Borrowing by the low-income groups is invariably on
the basis of mortgaging their small monetary or
physical assets to the lenders in the unorganized
money m arket and rarely are such assets retrieved.
Thus, there is a transfer of assets to the trader or
the money-lender, fueling his capacity for hoarding
or speculation. Redistribution of income in favour
of negative savers can help them retain their assets
and increase their eligibility for credit from organized monetary institutions, supervised and channelled
to productive purpose.
385. A far more important consideration in the present context however is the use of savings or what
Baran described as the utilization of potential and
77 K.R. Ranadive, “Patterns of income distribution in India
1953/54 to 1959/60” , Bulletin of the Oxford Institute of Economics and Statistics, vol. 30, No. 3, 1968. See also I.Z. Bhatty, loc.
cit. He observes: “T he rich may not be sufficiently motivated to
save . . . This is a pattern of behaviour one m ight associated with
feudal agrarian societies. O r the rich may save, but their saving
may be offset to varying degrees by the dissaving of the poor.”
Relevant in this context is the finding of his interstate comparative
study: “If one hypothetically entertains the notion that . . . per
capita saving ought to be higher where income inequality is
greater, the positive relationship between the degree of income
inequality and absolute poverty is sustainable over tim e only if
income inequality and per capita dissaving among the poor are also
positively related. In other words while the rate of positive saving
(or the propensity to save) among the rich rises w ith an increase
in income inequality the rate of negative saving (or the propensity to dissave) among the poor also rises simultaneously.”
78 Azizur Rahman Khan, “Growth and inequality in the rural
Philippines” in K. Griffin and A zizur Rahman Khan, op. cit.
79 Development Programming Techniques Series N o. 9: Intraregional Trade Projections, Effective Protection and Income Distrition, vol. Ill (United Nations publication, Sales No. E.73.II.F.12),
pp. 141 and 143.
80 See, for example, IBRD, T h e Assault on W orld Poverty, 1975,
p. 169.
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actual surplus81 in a developing economy. A large
part of the potential surplus is wasted away in
unproductive consumption and investment. Even
significant portions of the actual surplus, given the
limited size of the domestic market for basic wage
goods usually caused by a highly skewed distribution of income and wealth, gets diverted away into
channels of investment meant for expansion of elitist
consumption or takes the form of speculative commercial capital. Here again, therefore, it is not the
orthodox ideas about the level of savings and
resource mobilization which are crucial for development — the pattern of transforming saving into investment is at least as important as its level.
Probably, still more important is the fact that participation by the masses in the process of development is itself the most crucial aspect of resource
mobilization. It is also the most powerful impetus
to development and economists’ narrow calculations
about the “costs” and “benefits” of income and
wealth redistribution to savings and GNP should
not be allowed to hide this most important, though
obvious, aspect.
3.

Technology development

386. Technology development and adaptation has
three important and interconnected aspects:
(a) The choice of composition of output since
what goods are produced will largely determine the
nature of the technology;
(b) The choice of the method of production
for given goods, i.e. how to produce given goods;
(c) The dynamic implications of technological
choice (e.g., the influence of today’s technical choice
on the future technological capability of a country,
its influence on the rate of innovative technical advance etc.) which are also linked with certain sociological and managerial aspects of technological
choice.
387. The composition of output in developing countries is largely shaped by the inequalities in the distribution of income, with built-in self-perpetuating
technological dependence on developed countries.
Furtado’s82 study of this process in the context of
Brazil has great relevance for developing countries
in Asia. He observes, “Increased economic productivity, resulting from increased exports of raw materials, caused an increase in and diversification of
81 See, Paul Baran, The Political Economy of Growth (New
York, Monthly Review Press, 1957), particularly chapter VI “T o wards a morphology of backwardness, I”, pp. 163-200.
82 C. Furtado and Theotonio Dos Santos in Charles Wilber (e d .):
The Political Economy of D evelopment and Underdevelopment (New
York, Random House, 1973).
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consumption of the well-off minority, which was
geared to the cultural values of the central (developed) countries. In a more advanced stage, when
exports of raw material and import substitution no
longer played the role of a transforming factor,
growth occurred only when the market created by
the modernised minority was compatible with the
techniques required to locally produce the diversified
basket of consumer goods . . . growth in the underdeveloped countries has depended upon the ability
of such countries to concentrate income in the hands
of the modernised minority”.
388. Elitist-oriented output has not only to be sustained by the transfer of income to the well-to-do
but has also led, directly or indirectly, to the import of technology through the transnational corporations.
389. Redistribution of income in favour of the poor
will lead to the demand for mass consumption goods
which lend themselves to labour-intensive methods.
Many approaches to the problem of choice of technology in favour of labour-intensity have long been
explored. However, if little empirical research is
being undertaken on a fuller scope for labour intensive methods, much less research goes into appropriate products, i.e. products which do not “overkill” in relation to the needs of the developing countries but which are appropriate to their life styles
and needs.83 Enlightened product research should
be capable of identifying potential demand, in the
sense of meeting essential current, although previously unexpressed, needs.
390. Among the areas where an intensive search and
adoption of labour-intensive techniques is necessary
are producers’ goods and, wherever possible, capital
goods. One promising approach to this problem is
the scaling down of technology. Scaling down of
technology has to be viewed as more than a small
scale replica of the production technology of a
large firm; in the context of the needs of the developing countries, it is useful to concentrate on the
descaling of technology so as to make it more
labour-intensive without loss of efficiency. Currently, there is need for an increasing number of studies
on specific industries in the developing countries of
the region, like pulp and paper, cement and fertilizers.
391. Intermediate technology is increasingly viewed
as a solution to the employment needs of the traditional sectors of developing economies. Among the
83 Francis Stewart, “Choice of techniques in developing countries”,
Journal of D evelopment Studies, October 1972. Stewart’s analysis
indicates that the range in choice of technology appears more limited
than need be by ignoring the varying goods (in terms of physical
characteristics) for fulfilling given needs.
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instances cited generally in this connexion are small
bio-gas plants, small generators operating with little
streams, windmills, improved traction of bullockcarts, fireproofing of thatching material and general
improvement in construction of mud houses etc.84
With regard to many such products of intermediate
technology it has been found that they are beyond
the reach of all but the most affluent farmers. For
instance “if burning of dung and firewood is banned
as a wasteful practice and the villagers are in no
position to buy bio-gas, they will end up with no
fuel at all — in other words their position will be
worsened by the introduction of bio-gas plants.”85
392. Realization of the full potential for employment
of a redistributive policy is fraught with serious
difficulties, as can be illustrated in the case of descaling of technology and intermediate technology.
Descaling of technology, if it is to lead to greater
employment and fuller utilization of resources, has
to be carried out as decentralized low volume production in proximity to the sources of raw material
and labour and to the end user; it is also desirable
that basic industries, to support the descaled plants,
are dispersed on as small a scale as possible. To
turn to the other approach of relevant technology,
intermediate technology has to go beyond questions
of scale and factor proportions and be concerned
with social change.86 Co-operative and collective
solutions have to be sought to elicit from the poor
the expression of their needs, to enthuse them into
mobilization of locally available resources, to ensure
credit and finance to purchase the products of intermediate technology and, in general, to provide the
poor with an intrinsic motivation to work with intermediate technology.
393. Thus integral to the pursuit of growth with
social justice is a technology development concerned
largely with basic consumption goods. This does
not imply backward or stagnant technology as the
challenges involved for innovation to utilize locally
available materials to meet basic needs are immense.
At present technological development is largely left
to the serendipity of the scientists working in metropolitan areas or, when based on consumer demand,
serves elitist consumption. In a vital area like agricultural research and extension, the weaknesses in
the communication linkages in the transfer of technology to the farm are well-known: in the transfer
of information on the farmers’ needs for new technology to the research system, in the transfer of
84 Vinod Vyasulu, “Technology and change in underdeveloped
societies”, Economic and Political W eekly, vol. XI, No. 35, 28 August
1976, Bombay, pp. M-72-80.
85 C. R. Prasad, K. Krishna Prasad and A. K. N . Reddy, “ Bio-gas
plants: prospects, problems and tasks”, Economic and Political W eekly,
special number, 1974.
86 Vinod Vyasulu, loc. cit., p. M-79.

research results to development agencies and in the
transfer of these results to the farmers, in the form
of new agricultural development programmes.87
394. Of late there has been increasing recognition
that the technological dynamism of a society depends
on its capacity not only to absorb techniques developed elsewhere but also to innovate by releasing
the creative genius of the whole people — from peasants and factory workers with their day-to-day experience with the minutest details of the production
process to the “high level” expert in the field with
theoretical knowledge and an ability to conceptualize. How such technological dynamism can
actually be brought about is a point on which neither
technologists nor social scientists have much to offer
in concrete terms, but anyone looking at technology
from this angle must start by realizing this to be
primarily a social phenomenon. In specific terms,
for instance, there is need for veteran peasants and
an urban elite with knowledge of agricultural practices, particularly students, to work in agricultural
research stations and specialized institutions, thus
systematically following up highly successful local
practices evolved over time; or, to narrow the existing wide gap between research and extension, farmers organizations can be established which can organize their own trials and extension, with links to
research institutes. Within industries, to quote another example, there can be a combination of
workers, technicians and management in design and
innovation teams.88 Trade unions can play an active
role in this process through “part-study part-work”
programmes.
395. While the basic thrust has to be in basic consumption goods, there will obviously be a continuing
need for large-scale modern industries. Also, in target setting for technological research and development, technical dynamism has to be ensured by the
choice of a few sectors which have extensive technological linkages, so that technical improvement in
those crucial sectors can permeate more easily to
other sectors. The criteria for identifying such sectors capable of spill-over or spread-effect of technology remain obscure and specific to the present
state of each country’s technical development.
E. POLICY INSTRUMENTS
396. The strategy of development with social justice
will have far-reaching target-setting implications for
87 Radha C. Rao, “Communication linkages in transfer of agricultural technology” , Economic and Political W eekly, vol. VII, No. 53,
30 December 1972, A157-A170. For a discussion of these aspects
see the analysis in the m id-term review and appraisal, Economic and
Social Survey of Asia and the Pacific, 1974.
88 Genevieve Dean, “A note on the sources of technological innovation in the People’s Republic of China”, Journal o f D evelopm ent
Studies, vol. Nine, Num ber One, October 1972.
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sectoral and intrasectoral composition of output
ranging from food and clothing to health and education. It will also have implications in terms of
pattern of trade, resource mobilization and technological development. All this will result in a large
number of quantified detailed targets. A large nuber of policy instruments will be required in the
mixed economies of the developing countries.89
Nevertheless, it may be quite misleading to place too
much reliance mechanically on a simple consistency
check of targets and instruments in formulating
development policy because of three major reasons.
397. First, the matching of targets with instruments
as a check for consistency suffers from an important
lacuna insofar as it tends to ignore the role of time.
The speed with which particular instruments operate
on particular targets varies from case to case; again,
the degree of flexibility and the speed with which
targets themselves can be revised varies with the
process of target-setting. Thus, some instruments
may take longer to work on the target, while other
targets are already attained or revised and in the
meantime new targets may have to be set. Thus, to
take an extreme example, primary education as an
instrument for equal opportunity may take generations to take effect, while confiscation of property
may do the same in a very short span of time.
398. Secondly, some instruments are more effective
than others, both in terms of the speed with which
they operate and their range in terms of influencing
a wide class of targets. To illustrate this one has
only to think about confiscation of private property
as opposed to wealth tax as two alternative instruments directed towards equalizing wealth distribution. The former is certainly more effective, but
whether it is a feasible instrument of policy in a
given socio-political context is another matter. The
underlying implication, however, needs emphasis. A
few highly effective policy instruments in terms of
their range and speed can often achieve far more
than tinkering with a larger number of relatively
mild and ineffective policy instruments. That discussions of land reform features so prominently in
development debates compared to, say, what the
income tax rate should be, goes to show an implicit
acceptance that some instruments are far more
effective than some others.
89 One of the main propositions that emerged from the discussion
of the theory of economic policy initiated by J. Tinbergen was that
the number of instruments of economic policy should, on general, be
equal to the num ber of quantified economic targets. J. Tinbergen,
On the Theory of Economic Policy (Amsterdam, N orth Holland,
1952). Since then there has been im portant additions to the subject
like, H. Theil, Optimal Decision Rules for Government and Industry
(Amsterdam, N orth Holland, 1968). See also, chapter I of Economic
Survey of Asia and the Far East, 1971, for a qualitative discussion
along similar lines on the relation between economic growth and social
justice.
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399. Thirdly, broad-based mass participation90 enhances the range and effectiveness of policy instruments and the speed of their operations, but more
importantly it can fashion new and imaginative
policy instruments. In fact, the development process can be defined as mass-determined, as compared to elitist-oriented, goals and mass participation in their achievement. To labour the obvious,
mass association with determining the goals of
development would lead to an output-mix which
will be more labour-absorbing and less import-intensive, a socially relevant educational system or more
appropriate combination of indigenous with expensive medicine systems. Technological progress
would be based more on communication of the
priority needs of the people or their production
requirements and less on random scientific discoveries or on orientation towards elitist consumption. Intensive mobilization of locally available
resources and their channelling towards priority
needs require mass participation. So do the implementation of development projects and the delivery
of social services at local level.
400. The choice of policy instruments, the refashioning of traditional ones and the resort to new ones,
is ultimately made at the national level where considerations other than economic have an important
role. However, there are some common problems
which face most of the developing countries in the
pursuit of economic growth with social justice and
which suggest some policy instruments. Such consideration here can only be in broad terms and can
begin with what looks the most urgent problem.
1. Public distribution of foodgrains
401. In any formulation and implementation of
policies for growth with social justice highest priority has to be given to the provision of food to the
weakest segment of the population. Alarming in
this respect is the growing magnitude, in the rural
sector, of those without any access to means of
production, the vast spectrum of the landless labourers; such a phenomenon is not limited to a
small number of countries. Traditional arrangements
in the rural sector which sought to temper the external impact on the weaker rural groups are breaking down. Available information, with all its limitations, points up the slow and inadequate progress of
land reforms towards the distribution of the most
important of assets in the rural area, land. The
hopes set on public works programmes as a solution
90 K. Griffin, “Rural development: the policy options”, in E. O.
Edwards (e d .), E m ploym ent in Developing Nations (New York,
Columbia University Press, 1974), p. 184.
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have now been reduced to a modest level. A p p a rently, the possibilities of providing employment and
income through land reforms and public works programmes will take time. A subsidized public distribution system of foodgrains, properly conceived
and executed, seems the effective way to take care
of the needs of the poorest without any access to
productive resources.
402. Operation of public procurement and distribution of foodgrains is not confined only to a few countries in the region. Among the large number of
countries where they exist, the scope of such operations varies and a free market in foodgrains exists
simultaneously. The need for a public distribution
system and the rate of its expansion will obviously
depend on the speed at which income-generating
policies for the poorest are implemented; thus it can
be viewed as a temporary but urgent measure.
However, there are real problems which face an
adequate expansion of the public distribution system
to cover the poor. They are mainly the burden on
the budget entailed by the subsidies and the strain
on the administrative system in the course of procurement and distribution. Ways of minimizing such
burden can be considered here while the details have
inevitably to be worked out in the context of each
country.
403. One way would be for the public distribution
to be solely or largely confined both in urban and
rural areas to coarse grains which are the staple diet
of the poor; this does involve a marked change in
a country like India where such coarse grains forms
only about 10 per cent of the foodgrains procured
for public distribution.
Procurement of coarse
grains from the producers is admittedly more difficult
than that of rice and wheat in which organized
markets exist. As against this, coarse grains are
lower in price and, even if the rate of subsidy is
higher than for other grains, the amount of subsidy
can be lower. There can be variable subsidies according to target groups: grains distributed to the
comparatively better-off industrial labourers through
arrangements in the factory can carry a lower subsidy than those to agricultural labourers. One obvious way to minimize the amount distributed (and
the subsidy) would be through appropriate timing,
depending on the harvest season or when public
works programmes are being executed. Problems
still remain of the burden of subsidies on the public
exchequer; in a vital area like this, however, highest
priority has to be given in public expenditure to
bear such costs.
404. Formidable administrative problems still remain
connected with procurement of foodgrains of a

magnitude much larger than currently,91 distribution
outlets, storage and transport and prevention of
abuse. Some of these functions can be decentralized through other public organizations like the multipurpose co-operatives in Sri Lanka, the Central Organization of Rural Co-operatives and Urban and
Rural Consumption Co-operative Organization as
in Iran, and the National Agricultural Co-operative
Federation in the Republic of Korea.
405. Enlargement of the public distribution system
will inevitably call for a much higher rate of growth
in production than at present. Insofar as coarse
grains are to assume greater importance, it will
stimulate production in comparatively less developed
dry areas. An increase in the amount procured and
the price at which it is procured can by itself
stimulate production. Procurement price, normally
below the market price, acts as a floor price which
is of importance to small producers both in the
avoidance of exploitation by middlemen and in the
case of a falling free market price due to increased
production. It is an effective floor price in that
the amount procured, though often falling short of
requirements, is a significant proportion of the foodgrains marketed.92
2.

Small farmers

406. A higher rate of growth of food production is
both a condition and an implication of the strategy
of growth with social justice, not merely because it
is a requirement for an enlarged public distribution
system. The swelling volume of landless labourers
in many developing countries in the region has
focussed attention on the structural changes taking
place in their agriculture. Particularly in sharp focus
is the question whether the ranks of landless are
being augmented by peasantry dispossessed through
increases in the size of large and medium landholdings or through more capital-intensive modes
of production in them, or both. The characteristics
and the rate of such transformation will inevitably
vary from country to country.
91 Schemes have been advanced for the equitable internal procurem ent of a m uch higher order of m agnitude of foodgrains: for instance,
in India, a graduated producers’ levy, based on the size of the family
operational holding under cereal crops, applied to all cereal producers,
with the diversion to commercial crops obviated by a levy, in terms
of cereals, on commercial crop producers. I. S. Gulati and T . N.
Krishnan, “Public distribution and procurem ent of foodgrains, a
proposal” , Economic and Political W eekly, 21 February 1976.
92 Currendy the amount procured or purchased varies as a percentage of production from country to country: in Sri Lanka from
about one-half in 1971 to about one-fifth in recent years; in India
about 9 per cent, which though small is a significant proportion of
marketed foodgrains; government purchases and receipts in kind for
tax payment and for fertilizers am ounting to 10 to 15 per cent of output in the Republic of Korea; BULOG’s (Indonesia) purchase of rice
amounting to about 4 per cent of local production; 10 per cent of
domestic production of wheat barley and corn purchased by co-operative agencies in Iran.
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407. Given that even with a big push industralization
will not solve the employment problem, the growth
strategy for the agricultural sector is faced with a
broad choice between evolving an agricultural structure into large- and medium-sized farms, with small
farmers absorbed as labourers, or a strengthening
of small farmers’ agricultural production and their
subsidiary activities. If a strategy of development
of small farmers is decided upon either on political
grounds or on grounds of large and medium sized
farms not generating adequate surplus to provide
employment for the entire rural labour force, the
small farmers production base has to be strengthened
and their productivity increased.93
3.

Small group action

408. Problems in modernization of agricultural technology were long considered as those of its diffusion
among farmers. As awareness of modern technology
spread faster than its adoption, there was extended
debate on the desirable allocations of the limited
modern inputs available, for instance on the pros
and cons of reallocation in favour of small farmers,
or in favour of areas of assured water supply or
of thinning out of the available supplies throughout
a country at the expense of optimal complementarity
in inputs. There undoubtedly has to be continuous
efforts at increasing the supply of modem inputs
and at diffusion of efficient farm practices. Of late
there has been increasing recognition of the contribution of poor environment to suboptimal yields
and, in particular, of the small farmer’s lack of
control over his physical environment in production.
Thus the focus of attention has to shift from diffusion
of technical knowledge alone to organization of
farmers also.94
409. The scale of operation has an important bearing
on the efficiency of agricultural operations. The
seed-chemical technology is generally considered to
be scale-neutral.95 For each agricultural operation
there seems to exist a certain convenient unit or
size. The usual small-versus-large-farms arguments
in the context of improved agricultural techniques
appear rather simplistic when farm operations for
improving the physical environment for production
are considered. There is inevitably a certain inherent
93 For a discussion of these problems, see ESCAP Economic and
Social Survey of Asia and the Pacific, 1975 (United Nations publication, Sales No. E.76.II.F.1).
94 For detailed discussion, see P. B. Krishnaswamy, “Micro-macro
links in planning” (mimeo.) (Canberra, Australian National University, forthcoming).
93 K. Griffin, T he Political Economy of Agrarian Change — A n
Essay on the Green Revolution (London, McMillan, 1974), chapter 2;
V. K. R. V. Rao, Growth w ith Justice in Asian Agriculture (UNRISD,
1974), p. 2. For a dissenting view, Rajvir Singh and R. K. Patel,
“Returns to scale, farm size and productivity in Meerut District” ,
Indian Journal of Agricultural Economics, April-June 1973.
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degree of interdependence on the basis of which
alone operations to improve their physical environment, like land levelling, soil conservation, water
sharing, drainage improvement or plant protection,
can be carried out by farmers. The smaller the
farm unit the greater the need for group action.
410. There are instances in Asia where small compact
group action is in practice, both in countries with
socialized land ownership and private land ownership. In China, there has been a process of subdivision of communes into smaller ones (reportedly
from a total of 24,000 in 1959 to some 77,000 in
1961) with the production team as the basic unit.
It is the production team, composed of some 20
to 30 households living in a hamlet or a village,
which owns the farmland and most of the farm
tools and draft animals; in the vast majority of
communes it is the basic agricultural production as
well as basic “business accounting” unit. In this
respect, higher level groupings like production
brigades and communes seem to play largely a
planning and co-ordinating role.
411. In Japan, hamlet settlements (containing about
50 farm families and not more than 100 if non-farm
families are included) have been functioning for a
long time and continue to play an important role
in agricultural operations. According to one study,96
84 per cent of the hamlets spray their lands collectively and in 80 per cent of the cases, the Agricultural
Practice Union (established by the hamlet to improve
cultivation practices) organizes such operations.
Fifty-eight hamlets are reported to make communal
use of machinery and, in 80 per cent of these cases,
the machinery is owned either by the Union or by
the hamlet, rather than by the agricultural co-operative which covers the whole village area.
412. The problems that arise in the organization of
compact groups for joint action are complex, as
shown by the disappointing results of public exhortation. Some illustrative problems are: the need for
varying the size of groups for common action in
various agricultural operations; the extent and modes
of desired compulsion for the formation and operation of such groups; the identification of the appropriate catalytic agent and governmental assistance to
such agents; the improvement of existing machinery
like decentralized government units and the extension
worker; the association of appropriate sections of
the urban elite with farmers’ groups and the mean
of such association etc.
96 T. Kukutake, Japanese Rural Society (translated by R. P. Dore)
(London, Oxford University Press, 1967), pp. 81-93.
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4.

Landless labourers

413. A small-farmers development strategy will
diminish the influx into the ranks of the landless
of the small farmers who are dispossessed of their
land. Also the inherent superiority of small over
large farms is generally attributed to better management practices and intensive use of labour; in
practice, much would depend on soil conditions,
irrigation facilities etc. Insofar as the small farmers
are supplied with the modem inputs, there should
be a decrease in additions to agricultural labourers
as small farmers can get adequate employment on
their own farms.
414. Pursuit of growth with social justice should lead
to increased demand for mass consumption goods
and should lessen the artisans and other workers
who join the ranks of agricultural workers. However, if, as pointed out above, technological progress
in developing countries would for quite some time
have to be in the production of mass consumption
goods, the increase in job opportunities in the cottage
and small-scale industries may not keep pace with
their output.
415. Public works programmes directed towards the
rural poor have usually not succeeded in the developing economies. One central reason to be noted
here is the hold of private property right in land
which can create enormous legislative delay and
more fundamentally, the beneficiaries of land development and state investment are usually the private
land-owners through rising land value etc. Since the
government cannot often recover the cost of land
improvement from them, the public works programmes can seldom become self-financing and viable.
Further, the same private property right in land
stands in the way of optimal use of public irrigation
work, by obstructing construction of secondary and
minor channels through the private fields.
416. Public work is known to be one of the very
few avenues really open for mass mobilization for
development and there has to be control over those
aspects of private property rights in land which
stand in the way of organizing collective public
works on a self-sustaining basis. At the same time,
the labour-absorptive capacity of public works programme should not be overestimated. Construction
(which is the form most public works take) accounts
for a small proportion of total employment in developing countries and, apart from the problems in
formulating financing and locating such projects,
many of the construction works have been found
to require a combination of machine-intensive and
labour-intensive techniques, if the returns, even on
a “ social-cost” basis, are to be satisfactory.

417. There is a consensus that land reforms are
important both on grounds of equity and efficiency
but that their implementation has not been adequate.
The major thrust in land-reform legislation has been
in consolidation of smallholdings, reform of rent and
tenancy conditions and, more fundamentally, redistribution of land. Thus landless labourers cultivating
land on lease, and as small tenant farmers, could
benefit by such legislation. What has not been
explored is the immense scope for employment in
land improvement, bringing into fruitful co-operation
the scarce social asset like land with surplus labour.
One possible way is through small group action
discussed above.
5.

Delivery of social services

418. In terms of directly relieving human misery,
one of the most urgent tasks is the delivery of social
services, like health care and education, at the most
decentralized level, particularly in the countryside.
Transformation of the existing rural institutions to
provide for broader local participation would enhance the effectiveness. Where existing institutions
like co-operatives or local governments are overburdened, there have to be imaginative new approaches to the problem. For instance, educational
institutions in the rural areas, with their curricula
changed to be more relevant to the rural environment
and working conditions, can also play an active part
in training rural health workers and organizing group
action for the improvement of sanitary conditions
and in training general community workers from
rural areas. This would call for radical modification
of not only the curricula of rural schools but also
of existing methods of training the school-teachers.
In such decentralized arrangements there are the
familiar problems of adequacy of finances for these
institutions.97
6.

Refashioning traditional instruments

419. Fiscal policy, properly designed and executed,
can play a role in bringing about a favourable prolabour-factor mix. Policy measures which have been
97 H e r e , t h e exp erien c e o f C h i n a is a pp osi te . J. R a tn a i k e , “ E d u c a tion for rural development” (Bangkok, UNESCO Regional Office for
Education in Asia, 1973) (unpublished paper), p. 36. “T he responsibility for imparting primary education in the rural areas rests predominandy on the Production Brigades who must secure most of the
financing from within the Brigade. Factories and farms have schools.
The schools help to meet their own expenses while ‘reuniting with
the labouring masses’, and have been inaugurating their ow n factories
and small farms in turn. The schools are thus self-financing and
universally free in terms of direct costs as well as, to a very large
extent, indirect costs. W ith the philosophy and operation of the
Commune, . . . the education system at the primary level has been
cast in a new, practical and relevant m ould.”
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Growth with social justice

suggested in this regard are, for example: complete
withdrawal of all fiscal incentives related to the
employment of capital, complete disallowance of
interest as expenditure for tax purposes, substantial
reduction in the incidence of corporation tax on
industries producing goods of mass consumption and
reduction in the incidence of excise duty and other
indirect taxes on these goods. Even if such a
package programme is implemented, there remains
the problem of mobilization of surplus from a large
number and variety of small-scale units. At the
same time there persists the problem of mobilization
of surplus from the well-to-do farmers, which is still
to be solved successfully in many developing ESCAP
countries.
420. The effectiveness of interest rates in stimulating
aggregate savings is still to be proven in the context
of developing countries, though there are instances
where sudden and large increase in interest rates
have brought about higher savings. However, there
is a consensus that interest rates do influence the
form in which savings are held. Where interest
rates are kept low as conduits for money flows to
stimulate economic activity there has to be an
imaginative array of financial institutions and inducements for the increase in income to flow back into
the organized financial sector; also, where such low
interest rates lead to formation of real assets, like
land improvement, there may be a time lag in
increase in income consequent on such capital
formation. Low interest rates can lead to consumption loans; but they have the advantage of preventing
the alienation of limited assets from small and
marginal farmers and their concentration in the
hands of money-lenders, traders or big landlords.
421. To take another example of a conventional
policy instrument, industrial licensing has generally
been aimed at dispersing industries away from crowded industrial areas, often with the aim of locating

them in backward areas. Dispersal of industries to
rural areas has sometimes been achieved with some
small measure of success. Industrial licensing policy
can be an important instrument to enforce adaptation of the technology of such industries to reduce
their scale to the local market, to utilize the locally
available raw material, sources of energy, skilled
labour and maintenance capacity. A symbiosis with
the rural areas, their resources and requirements, is
necessary if the enormous potential of rural inventiveness is to be tapped. It is important that narrow
considerations of economic cost should not come
in the way of the establishment, preferably on a
smaller scale than is conventional, of basic industries
like chemical, steel and machine tool industries on
as decentralized a scale as possible to support the
dispersal of industries to the rural areas.
7.

Organizing mass participation

422. In the discussion of policy instruments for
growth with social justice, mass participation emerges
as a powerful instrument. The organizational structure required to evoke and channel mass participation
in the development process has necessarily to be
decided by the countries in the light of their own
socio-economic and political conditions. Yet such
organizational structures do not arise spontaneously
and this problem has to be faced squarely. The
stimulus to such organization can come from the
national bureaucracy, local government institutions,
community workers, students or the military. The
areas where the bureaucracy has to take the initiative
in establishing, fostering and, when necessary, withdrawing from such organizational structure are
important decisions to be made in national development administration, as discussed in the preceding
chapter. Illustrative of the problems in bureaucracyled organizational structure are those of responsiveness of local bureaucrats to local needs.

90

IV. ECONOMIC CO-OPERATION AMONG DEVELOPING COUNTRIES (ECDC)
423. The Declaration on the Establishment of a
New International Economic Order has set in motion
an irreversible process, marking the beginning of a
new pattern of bargaining and negotiation by
developing countries with developed countries.
Basic to this process is the collective self-reliance
among developing countries, on a subregional, reThe objective of
gional and interregional basis.
collective self-reliance goes beyond the forging
among developing countries of negotiating positions
and proposals for the North-South dialogue.
Co-operation among developing countries extends
the area of self-reliance beyond national boundaries;
thereby it will accelerate the mobilization of their
own resources and hasten the process of structural
transformation on patterns suited to their own styles
of development. The basic thrust in collective selfreliance is towards a larger and more decisive
voice over their own destiny, reducing the impact of
often uncertain and sometimes excessive external
influences and controlling the areas and conditions
of external assistance still vitally needed.1
424. In the ESCAP region, several important developments have recently indicated an increase in
economic relations between the Asia and Pacific
region’s developing countries. These developments
include bilateral trade arrangements between paris
of countries, the establishment of the framework to
expand intraregional trade in a broader context and
the formation of subregional groupings for either
specific or general economic purposes.
425. Producers’ associations in the ESCAP region
have by now accumulated enough experience to
move forward to the formulation and implementation
of operational programmes for stabilizing and enhancing export earnings. There has been so far no
subregional industrial project among ASEAN
countries; however the five member States of
ASEAN are now moving towards the operational
formulation of subregional considerations for en1 As the Secretary-General of the United Nations observed in his
address to the Conference on Economic Co-operation among Developing Countries, Mexico City, 13-22 September 1976; “It has been
apparent for some years that national development would have to
become more self-reliant if it was to proceed with greater speed and
better adaptation to local conditions. T he term self-reliance, of
course, encompasses djfferent meanings for different people and
societies. For most countries it has meant an effort to become less
vulnerable to the fluctuations of world markets, by diversifying their
economies and reflects their overwhelming desirfc to increase the capacity for autonomous decision-making. For some, self-reliance has
also m eant a new pattern or style of development as it was felt that
excessive dependence on world markets or external finance was not
conducive to the achievement of social equity, better income distribution and maxim um employment. It is obvious that collective endeavours can significandy enhance the pursuit of these objectives.”

suring the viability of carefully chosen industrial
projects. Also there are indications of active interest
of the three Regional Co-operation for Development
(RCD) countries in their agreement a decade earlier
towards establishing industrial integration on a
broad front.
426. In addition, the potentialities for dynamic expansion of the bilateral trade which has recently
commenced or expanded between China and several
of its Southeast Asian neighbours, and between
member of OPEC, in particular Iran, and other
developing ESCAP countries, should not be underestimated. Nor should the potential of the trading
framework provided by the entry into operation of
the Asian Clearing Union and the signing of the
Bangkok Agreement on trade negotiations.
427. In addition to such trade and industrial cooperation, there was continued development
assistance by some developing ESCAP countries to
their poorer or less technologically-advanced
neighbours.
Some “least developed countries”
co-operation. Iran has become another important
source of assistance; also Indonesia and other
developing ESCAP countries have contributed
financially to various multilateral projects.
428. If the progress towards regional and subregional co-operation has been slow, interregional
co-operation has been much more halting. Projects
for interregional co-operation have been identified
and committed to by developing countries at the
highest political level; studies are in procress under
the collective guidance of developing countries.
There has to be intensification of contacts among
developing countries for translating them into
specific and agreed programmes and project.2
429. Collective self-reliance, it is increasingly recognized, has to encompass not only co-operation in
production and trade but also human resource
development.
Thus an important component is
technical co-operation among developing countries
(TCDC).
Technical assistance in various forms
from one developing country to another is not a
new concept.
However, there is welcome recognition of the scope for expansion of such mutual
2 F o r t h e c o n t ri b u t i o n s t h a t U n i t e d N a t i o n s r e g i o n a l e c o n o m i c c o m missions can m ake to the objectives of horizontal economic co-operation among developing countries, see the statement of the Executive
Secretary of ECLA to the Conference on Economic Co-operation
among Developing Countries, Mexico City, 13-22 September 1976
( A /C /2 /3 1 /7 /A d d .1), annex VIII, pp. 1-12.
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assistanc and
mobilizing it.

the need for effective ways

of

430. The main advantage of TCDC is the possibility
of having technicalknow-how adapted to the needs
of developingcountries and it should not be
difficult to secure and know-how at less c ost from
developing countries.
Pooling of such know-how
through interregional, regional and subregional institutions can have expanded multiplier effects.
There has to
be increased knowledge of the
availability of such know-how among the developing
countries and willingness to accept it on the part of
developing countries, accompanied by readiness to
accord preferential treatment to it.
A.

REGIONAL AND SUBREGIONAL
CO-OPERATION
1.

Trade and finance

431. Progress on trade in goods and services is both
the most important form and the most visible indicator of economic co-operation among developing
countries. The level of intraregional trade among
developing ESCAP countries has never been more
than a fifth of their collective total exports. Several
initiatives have been taken by developing ESCAP
countries in co-operation, towards expansion of intraregional trade and increase in exports in general,
which are briefly reviewed below.
(a)

The Bangkok Agreement

432. The ESCAP Trade Negotiations Group (TNG),
within the framework of the Asian Trade Expansion
Programme, achieved its first notable multilateral
success during the 1975-1976 biennium with the
signing of the First Agreement on Trade Negotiations among Developing Member Countries of
ESCAP, generally referred to as the Bangkok
Agreement.
The original signatories were the
Governments of Bangladesh, India, Lao People’s
Democratic Republic, the Philippines, the Republic
of Korea, Sri Lanka and Thailand.
Though a
modest beginning with seven signatories and a relatively small group of products, this may pave the
way for a new era in trade and development in the
ESCAP region, and is a potential contribution towards the objectives of the New International
Economic Order.
It aims to provide immediate
concessions and a framework for the adoption of
further mutually beneficial trade liberalization
measures, notably product-by-product tariff and
non-tariff concessions, among participating ESCAP
countries.
In addition, it provides for expansion
and diversification of reciprocal trade through cooperation in customs administration, anti-dumping
regulations, tariff nomenclature and drawback
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arrangements. Special concessions are to be provided to least developed countries such as the Lao
People’s Democratic Republic and for the output of
industries figuring in subregional or bilateral industrial arrangements.
433. The Bangkok Agreement entered into force on
17 June 1976, with the ratification of the Agreement by Bangladesh, India, the Republic of Korea
and Sri Lanka.
A fifth original signatory, Lao
People’s Democratic Republic, ratified the Agreement in December 1976. Country lists of concessions varied from 11 to 20 products, plus up to
two special concession products to a least developed
country, with about two-fifths of the total being
manufactured products.
The general concessions
covered more than a third in rates which were previously around 150 per cent and reductions to zero
for products with binding at low former rates. Most
of the special concessions were modest.
(b)

Co-operative trade expansion

434. Regular trade and market information services
and technical advisory and related services in connexion with the MTN extercise, provided by the
ESCAP secretariat, offer many opportunities for
joint export-promotion measures and formulation
of joint negotiating positions by ESCAP developing
countries. Noteworthy is the formal adoption of a
joint co-ordinated approach by ASEAN in its
negotiations with EEC and the operation until recently of ASEAN trade centres in each of their
capitals.
435. Although the most important achievement of
the TNG exercise has been the Bangkok Agreement,
it has also acted as an umbrella to a series of
bilateral arrangements among pairs of its dozens of
participants.
Meanwhile, outside the framework
of TNG, several notable arrangements involving two
(or sometimes three) countries have been concluded
in the developing ESCAP region in recent years:
petroleum from China, the exchange of rice for
petroleum between Thailand and Indonesia, bilateral
trade agreements as between Thailand and India,
and an interesting triangular arrangements involving
China’s supply of Burmese rice in exchange for Sri
Lankan rubber.
(c)

Clearing and reserve mechanisms

436. Among recent moves to assist the expansion of
intraregional trade through financial and monetary
arrangements, the most institutionally successful has
been the establishment of the Asian Clearing Union
(ACU), which came into operation in late 1975
several years of consideration.
ACU, like its
counterpart in Latin America, is an agreement
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among central banks and monetary authorities to
establish a system for clearing payments among the
participating countries on a multilateral basis. In
addition it provides a context for further monetary
co-operation in the region.
An important
characteristic is its objective of encouraging the use
of local rather than international currencies for
payments and money transfers — in order to reduce
transfer costs and pressures on foreign currency reserves. The unit of account used by ACU is the
AMU the value of which is equivalent to 1 SDR.
437. Although it has only six mmebers so far, these
comprise all the countries of South Asia, notably
those for whom balance-of-payments problems have
made intraregional trade specially hard to develop.
A seventh member, Burma, has decided to join
ACU and is expected to participate in the clearing
arrangements very shortly. The volume and value
of trade transactions settled through ACU has yet
to become a significant proportion of the trade of
the member countries in the subregion, partly
perhaps on account of the exclusion of petroleum
and gas products from its terms of reference.

ADB to assist the ASEAN group in the financing
of economically and technically visable projects
among the regional industries which are to be
established.
During 1975-1976 it has already
provided grants to regional institutions and programmes concerning rice and vegetable research,
training in development banking, harbour management and planning, fish marketing, up-dating the
Asian Agricultural Survey and the subregional Nam
Ngum Hydropower Project in Lao People’s
Also during the biennium,
Democratic Republic.
both the ADB and ESCAP have lent support to
co-operation among national development banking
institutions, leading towards the establishment of an
Association of Industrial Development Banks.
2.

441. Progress in regional co-operation in transport
and communications is expected to be a major
factor in the development of co-operation in the
Asia and Pacific region in many fields, including
especially the facilitation of intraregional trade.
(a)

(d)

Insurance and export credit

438. Among trade-related co-operative measures
with respect to financial operations, some effort has
been made in the field of insurance but very little in
that of export credit. Institutionally at least, progress has been made in the RCD subregion with the
objective of collaborating to reduce foreign exchange
payments and to improve the standard of insurance
services.
439. At the regional level, the biennium has
witnessed decisions reached for the establishment of
an Asian Reinsurance Corporation (ARC). A draft
agreement to establish ARC together with three protocols and a unanimous decision to locate the head
office of ARC in Bangkok was agreed at the Second
Round-Table Meeting on an Asian Reinsurance
Corporation held in Bangkok in December 1976,
attended by 12 ESCAP developing countries. ARC
is expected to reduce the outflow of foreign exchange through co-operation among developing
ESCAP countries in increasing their capacity to
retain their insurance business.
(e)

Development banking

440. Apart from the co-operative mechanisms
primarily aimed at facilitating trade, a major form
of financial and monetary co-operation in the region
is in the field of development banking to assist infrastructure and industrial expansion. Noteworthy
in this respect is the indication of willingness by

Transport and communications

Highways

442. A substantial regional effort in this regard has
been the Asian Highway network which is now 90
per cent completed. Missing links of 3,683 km remain
after the total length of all routes was increased by
1,715 km in the first half of the present decade.
The length of high-priority routes rose by 176 km,
but progress on up-grading roads from lower to
higher categories was well behind target levels. The
project has accomplished a wide range of ancillary
technical and advisory activities. However, a programmed study on the costs of construction, maintenance and road transport has been postponed.
Recent changes have occurred in both the nature
and the organization of the project, placing more
emphasis on feeder roads and other rural transport
rather than on regional co-operation in highways
development.
(b)

Railways

443. The 1975-1976 biennium has also witnessed
an important modification of the ESCAP TransAsian Railway project.
Emphasis is now placed
on developing an intermodal network linking farmto-market rural feeder roads with rail-heads and
augmenting the railway infrastructure to complete
transport chains from rural areas to centres of consumption distribution and export-import. Nevertheless ESCAP member countries’ interest in the TransAsian Railway and connected rail links has remained fairly strong.
By the end of the Second
United Nations Development Decade the full route
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from Bangladesh to Turkey (and therefore to connections with the ECWA region, European and
USSR networks) is expected to be completed. In
particular, the RCD plans to link Karachi and
Ankara, via Tehran. In Southeast Asia, Thailand
has opted for the northern route to Burma where
the main missing link occurs in the whole network.
Indonesia is to be connected to the mainland system
by a ferry from Penang to Sumatra.
Meanwhile
Radio Hanoi has announced a communique which
provides for a rail-link to connect the land-locked
Lao People’s Democratic Republic with the Socialist
Republic of Viet Nam’s Da Nang sea-port.
(c)

Shipping and ports

444. Important developments have been undertaken
or planned in the field of shipping.
The RCD
Shipping Services have continued to develop,
operating on subregional routes and providing a
service to the United States of America.
Solid
moves are being made towards the establishment and
operation of a Pacific Forum Line among the
member countries of SPEC, aimed at improving
shipping services within the South Pacific.
In
Southeast Asia, moves are afoot to develop a
shipping pool or liner conference which could join
and influence existing international shipping conference.
445. Considerable economies of scale in transport
to markets could be realized if bulk-handling
and shipping facilities were available. The potential
reduction in freight per ton can be expected to be
substantial and would make the products more
competitive as compared with substitutes. Thus
the ongoing study in ESCAP on establishment of regional bulk-handling facilities at selected ports is
very useful. The current tendency is to undertake
the modernization of ports on a national basis. If
bulk-handling and shipping facilities are to be exploited fully for the benefit of all, it is very necessary
that plans for port development within the region
should be co-ordinated.
446. The co-operation of shippers of various commodities will be useful in realizing the potential reduction in transportation costs of raw materials.
In examining plans for port development and in the
setting-up of bulk-handling facilties, the shippers’
view should also be taken into account and an early
establishment of a regional federation of shippers’
council is necessary.
(d)

Telecommunications and postal services

447. The need for an economically viable, regional
telecommunication network has been felt by a
majority of ESCAP member Governments over the
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past decade. Recent progress has been on two
fronts: detailed planning of an integrated Asian
Telecommunications Network covering most ESCAP
countries and preparation for the establishment of
an Asia-Pacific Telecommunity to provide permanent co-operative machinery for the network and
other regional activities.
Active co-operation in
postal services also has continued at both regional
and subregional levels during the biennium and
consideration is being given to new institutional
developments to enhance this further.
(e)

Tourism and air-traffic

448. There is no broad regional organization to
promote tourism, except the private-sector Pacific
Area Travel Association. In ASEAN, some progress has been made in joint advertising abroad, in
plans for joint marketing and promotional activities
and use of aviation training centres in Thailand and
Indonesia. Unfortunately, there appears no indication of substantive co-operation among the airlines
of the subregion. The joint promotion of tourism
among the three RCD countries, one of the original
objectives of the 1964 Istanbul Statement, has recently begun to be implemented; and there is limited
co-operation among the three national airlines, Iran
Air, PIA and THY, including consideration of the
establishment of a joint RCD airline.
3.
(a)

Raw materials and commodities

Approaches

449. The need for co-operative action on commodities by producing developing countries has
been strongly emphasized in the Declaration on the
Establishment of a New International Economic
Order. Producers’ associations among the ESCAP
developing countries have been functioning for quite
some time now: two producers’ associations, the Asian
and Pacific Community (APCC) and the Pepper Community (PC) formed at ESCAP’s initiative; the
Association of Natural Rubber Producing Countries
(ANRPC) formed at the initiative of its member
Governments; and the South East Asian Lumber
Producers’ Associations (SETLPA) brought into
being by the members of lumber producers’ associations on their own initative.
450. Among the other agricultural commodities for
which producers’ associations can be considered are
tropical hardwoods, palm oil and tapioca.
Preliminary efforts at regional co-operation among
tropical hardwood-producing and exporting countries have taken place. The region’s major hardwood-producing countries have in an inter-governmental meeting, urged that the framework of
regional co-operation should initially include only
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the hardwood log-producing countries; other
countries in the region have called for consultations
among hardwood-producing countries to be followed
by intergovernmental consultations on a regional
basis. Although no institutional progress has been
made on an intergovernmental level during the
bienniun, the possibilities of regional and subregional
co-operation are under continuing study. Meanwhile,
the council of SEALPA has been operating a system
of voluntary control over exports of logwoods, with
export quotas reportedly based on the average of
logwood exports in the recent past.
In one instance, Malaysia, the Philippines and Indonesia have
conducted joint negotiations with Japan in order to
co-ordinate quantities supplied.
451. In regard to minerals, there is scope for regional commodity co-operation among natural
gas-producers (Bangladesh, Indonesia, Pakistan and
others); this may be undertaken to start with as part
of arrangements for regional industrial co-operation
in the fields of chemical fertilizers and other gasbased products. The only other minerals in which
the ESCAP region is a significant producer are iron
ore, maganese ore and to a lesser extent phosphates,
copper and bauxite, for some of which producers’
associations exist outside the region.
452. In addition to the commodity community
approach, other modes of regional and subregional
co-operation are being explored actively.
The
ASEAN countries have emphasized co-operation in
basic commodities, particularly food and energy,
through the according of priority to member
countries in supply and purchase, and the intensification of co-operation in production and in
removal of external barriers to trade expansion.
Several arrangements for the concessional supply of
rice and petroleum in emergency situations had
already been made among Thailand, Indonesia and
the Philippines within the ASEAN context.
It is
the intention of SPEC to provide commercial and
technical assistance to South Pacific islands in the
production of and trade in bananas, coconuts,
vegetables, pulses, kava, ginger etc.
453. Another approach to commodity problems is
the expansion of intraregional trade through an
appropriate mechanism of concessionary sales.
Such a machanism exists in the case of rice. However, the Asian Rice Trade Fund, the current
members of which are five net rice-importing
countries, has remained inactive in the absence of
both the accession of the rice-exporting countries in
the region and the acquisition of capital needed for
its initial operation.
454. An instance of co-operation among producers
of a commodity covered by an international agree-

ment is the preparation for an establishment of
South East Asian Tin Research Development
Centre. The work of the new Centre to be
established at Ipoh, Malaysia, will be concentrated
on exploration, mining, evaluation and beneficiation
technology, smelting and product development,
rather than on marketing or price regulation. The
Centre’s operations are expected to be below expectations due to UNDP financial constraints but
some activities are expected to commence in 1977.
455. Jute and jute products are major exports of
some developing countries of the region. While the
producers in the region, who account for a lion’s
share of world output, favour an international agreement in the context of the UNCTAD integrated
programme of commodities, progress has been
made towards the establishment of Jute International with comprehensive terms of reference, including production, marketing, research and development in production and consumption and price
stabilization. It is hoped that Burma and Thailand
would join Bangladesh, India and Nepal in its
establishment.
(b)

Co-operation in commodities:
problems and policies3

456. Regional and subregional co-operation in commodities has been found fruitful, the major thrust
so far in the initiatives and steps taken being the
producers’ associations.
457. The prerequisites for establishing a producers’
association, it is generally held, is the proportion of
the control of the production and export of the
commodity that the members of the association can
command, as for instance in natural rubber, coconut,
pepper and timber exports from ESCAP region.
Based on this criterion, palm oil and tapioca offer
potentialities for the formulation of producers’
association.
Even if the members do not control
a “large” proportion, conditions are favourable for
the establishment of a producers’ association if the
commodity satisfies an essential demand.
The
essentiality can be of different forms. For instance,
if a large proportion of demand in a particular
market is met by suppliers who are situated
favourably with regard to transport conditions, the
large importer will not find it easy to switch the
source of supply.
Or within a narrow range of
specific demand, a commodity like coconut oil may
be highly esssential for the users, though on a wider
front it may have substitutes. Thus the command
3 Report o£ the W orking Group Meeting on Raw Materials and
Development, UNCTAD/ESCAP Project (R A S /74/046), November
1975, Bangkok; UNAPEC, Reports of the Expert Group Meeting on
Producers’ Associations (Mexico City, May 1976) (Addis Ababa,
July 1976).
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over supply necessary for the setting-up of a producers’ association has to be carefully intrpreted,
and it is indeed amenable to precise econometric
analysis.
458. Frequently, in producers’ associations there is
found a single or a small number of producers who
are dominant in production and exports like
Malaysia in natural rubber and the Philippines in
coconuts; generally they are technologically most
advanced in the group and more developed in other
ways. The cohesion and success of the producers’
community would depend on their willingness to
share freely with other members the benefits of the
progress.
459. There has to be the equitable sharing of the
benefits of the producers’ association among its
members, who are likely to be at differing stages of
development. When common policies are adopted
by an association, as for instance in fixing prices or
export quotas, they may affect the member countries
unequally. It is not difficult to formulate and implement policies which can differentiate in favour
of the less developed among the members or compensate them in other ways.
Such considerations
will assume importance when the existing producers’
associations implement joint policies on production
and stabilization of supplies to external markets.
460. In many of the developing countries and in the
production of many primary commodities small
producers account for a large share of output.
Generally producers’ associations have programmes
for helping the small producers as in the case of
APCC, PC and ANRPC. But reaching the small
producers is a complex task requiring continuing
and expanding efforts.
461. It could very well be that the large producers
in a developing country have common interests with
transnational corporations, directly or indirectly.
When, in producers’ associations, developing
countries extend mutually beneficial concessions towards each other, the transnationals established in
one of the member countries could take advantage
of the concessionary arrangements to extend its
activities in other members of the group. The possibilities are real in the case of co-operative arrangem e n t in the private sector. The likelihod of such
possibility and the scope and form of joint action
are still to be studied by the producers’ communities
in the region.
462. Generally, agricultural commodities are more
subject than minerals and metals to easier conditions of excess supply and are subject to severe
competition from synthetics and substitutes produced
in developed countries or in other developing
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countries. Co-ordinated action is more difficult in
the case of agricultural commodities whose production and supply is dispersed over a larger
geographical area, as in the case of oilseeds and
oils, and where small-scale operations are significant
in all the areas of production. Thus the long-term
viable solutions to problems of such commodities,
faced by their producers’ associations, are improvement in productivity, co-ordination of production
and market supply and research and development
and shift away from excess production to diversification and processing.
The producers’ associations
in the ESCAP region, covering as they do
agricultural commodities, have concentrated their
efforts initially at dissemination of information on
production problems; they have to extend their
scope to study the economics of alternative land use
and comparative costs of production among various
members for co-ordinating production in line with
international demand.
463. Another area to which producers’ associations
have devoted their initial attention concerns the problems of external marketing. A notable example is
the drawing-up of internationally specified standards
for natural rubber. Collaborative action in grading,
quality-control and packaging of pepper is still to be
undertaken. Producers’ associations in the ESCAP
region continue to need up-to-date information on
export markets and formulation of relevant operational programmes.
Two such areas are product
development to suit specific and new end-uses and
ensuring stability in supply through co-ordinated
marketing. The activities of any one of the members, as Malaysia’s in the case of natural rubber, can
be expanded by participation of other members of
a producers’ association. Also, there is not much
information available on the marketing structures in
importing countries which influence the spread
between “the export price of the exporting country
and the price to the consumer in the importing
country”.
The problems of efficient internal
marketing require continuing action; they are being
kept under review by all the producers’ communities
in the region.
464. In the sphere of stabilization of prices, producers’ associations have not made rapid progress.
Only ANRPC has advanced to the stage of taking
active steps for supply management through a buffer
stock and rationalization of supply.
At the same
time, some of these associations have made studies
of methods to influence commodity prices with a
view to stabilizing them; the ways of protecting
their purchasing power over development needs are
still to be studied. There seems to be an agreement
that beginnings should be made with control over
speculative movement of prices. The other measures
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studied include harmonization of export policies,
building-up of national stocks by producers to avoid
leverage by stock-building by consumers and coordination of national stocks; the studies are still to
be translated into action programmes.
465. Slow progress is being made by the producers’
associations with regard to the various supplements
to stabilization schemes like long-term contracts,
joint marketing arrangements, export quotas with
co-ordination of production plans and increase in
trade amongst developing countries themselves.
With the successful conclusion of the Bangkok
Agreement, there can follow action for reduction of
not only tariff but also non-tariff barriers in the
way of expansion of intraregional trade.
The
difficulties in concessionary sales, as means of promoting intraregional trade, have already been alluded
to with respect to the Asian Rice Trade Fund (see
paragraph 453).
466. While the advantages of intraregional cooperation in establishment of processing industries
at higher stages are well-known, the progress and
the role of producers’ associations in this respect,
have fallen short of possibilities as well as requirements. For instance, studies of increased processing
of coconuts are confined only to pilot projects so far
and the possiblities of co-operation in establishing
joint ventures in rubber manufactures are still to be
actively pursued.
Particular attention is required
to ensure the many incomparable advantages of
mobilizing financial and technical resources from
amongst the developing countries, with preferential
treatment to the sources from developing countries.
467. Regional and subregional collaboration among
producers in research and development is essential;
such efforts should not be left to the transnational
corporations. There is a great need for producers’
associations to formulate common programmes,
avoiding duplication of efforts at national levels, and
to seek assistance from multilateral aid agencies.
468. There is an urgent need for co-operation in
solving shipping problems, intraregionally and interregionally. The producers’ associations have to
pursue vigorously co-operative schemes for bulkhandling and shipping and for co-ordination of
national plans for port development along the lines
of the schemes formulated by ANRPC.
469. There are obvious advantages in enlarging the
membership of a producers’ association by including
all the major exporting developing countries.
Where the agreement of the producers’ association
so permits, such enlargement should take place as
early as possible as in the case of PC. Where the
existing agreements to do not permit, consideration
has to be given to their amendment.

470. The technical manpower of the secretariats of
the producers’ associations has to be strengthened.
Also, there are great advantages, as shown by the
example of APCC in setting up a standing committee
of representatives of members at an exclusively
technical level.
The regional commissions of the
United Nations have a vital role to play in assisting
the associations. The area where strengthening is
urgently needed by many producers’ associations is
adequacy of financial resources. It will be in tune
with the principle of self-reliance if the resources
are raised by the associations themselves through,
for instance, a modest levy on exports.
4.

Industrial integration

471. The advantages of industrial integration among
groups of developing countries are by now wellrecognized. Desirable as it is in principle, several
important difficulties seem to continue to impede
progress towards industrial integration in its various
forms, even at subregional level with all the political
will and compatibility in economic systems and
socio-cultural values.
472. From an over-all perspective, there is the
familiar nationalism of newly emergent nations, reluctant to realy on neighbours for important commodities or impressed by the relative success of
import-substitution strategies of some countries in
basic industries which, however, have large domestic
markets. There is the desire of countries, large but
not industrially well-developed, to establish a wide
range of basic industries of their own as a basis for
their long-term industrialization. A major problem
lies in the identification of the industries most suitable for co-operation, even by largely economic
criteria. Directed co-ordination of industrial plans
on the basis of an individual country’s comparative
advantage may be difficult as many economies are
competitive rather than complementary. The pursuit of appropriate distribution of production
facilities through reduction of trade barriers and free
markets is often faced with resistance by a powerful
entrepreneurial class accustomed to operating profitably in the shelter of protective tariffs. However,
by the mid-1970s, the difficulties in import-substitution policies faced by developing countries progressing beyond the easy stages may have dimmed
their enthusiasm for import substitution on a regional basis and turned them towards establishment
of export industries.
473. Among groups of developing countries, the
experience of the Central and South American regions stand out in the active pursuit of co-operation
in trade and industry. Several formal intergovernmental arrangements have been concluded and a
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substantial number of multinational joint-ventures
and production-sharing programmes have begun
across a broad spectrum of industrial activity.
Among the more serious problems faced by these
arrangements has been the need to ensure preferential, or at least equal, treatment for regional
vis-a-vis domestic investments. Also, although the
integration schemes have given an important stimulus
to co-operation, there have been other, national
efforts which have contributed significantly to what
has been achieved so far.
Multinational ventures
outside the ESCAP region have been sponsored also
by the various Arab associations and in Africa, with
mixed success.
474. In the ESCAP region, two basic approaches to
industrial integration have been considered: “package
deal” involving mutually agreed allocation of industries or large segments of an industry and “complementation” where such allocation is with respect
to components or parts of an industry. In practice,
because of the magnitude of the decisions involved
and the supportive governmental measures necessary,
package deals among countries require formal intergovernmental support while private initiative can be
allowed a larger role in complementation.4
475. Whichever of the approaches is adopted, and
the two are not mutually exclusive, there are three
essential requirements.
First, intraregional trade
in the designated firm’s output needs to be ensured
by supply/purchase guarantees and/or by trade preferences according to the designated imports treatment similar to that which local production would
have received; equally important is the provision of
such treatment to regional as compared to domestic
investment. Secondly, wherever possible, technical
know-how from within the region has to be encouraged, if necessary, by preferential treatment as
compared with that from outside the region. Thirdly,
some degree of plan co-ordination and harmonization as well as regulation and control of private
sector activities is necessary to prevent excess supply.
The current plans and past progress in industrial
integration in the region can be viewed in the light
of these basic requirements.
(a)

Regional Co-operation for Development (RCD)

476. The earliest attempt after the Second World
War at industrial integration affecting the ESCAP
region was the effort of RCD. The three member
countries (Iran, Pakistan and Turkey) had agreed
on the concept of “joint purpose enterprise” (JPE)
to undertake projects on a subregional basis with
4 “Economic co-operation among member countries of the Association of South East Asian Nations, report of a United Nations team” ,
Journal of Development Planning, No. 7 (United Nations publication,
Sales No. E.74.II.A.3).
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various forms of co-operation, including joint public
and/or private equity ownership, production
facilities in one country to process another’s raw
materials, and long-term purchase agreements.
477. Notwithstanding the comprehensive intergovernmental agreement in 1967 for supporting
ancillary areas such as taxation, foreign investment
regulation, common standard-setting, supply and
purchase contracts and especially preferential tariff
treatment, the progress in RCD industrial cooperation is limited. Only three equity-sharing and
six guaranteed-offtake JPEs were in production after
seven years. Even these projects were by-and-large
of limited size and were producing for local needs
rather than the subregional market.
478. Several factors have inhibited rapid success.5
Member Governments have not provided the
necessary support by provision of tax incentives and
access to capital for the formation of JPEs. The
Governments have failed to agree on the location of
several projects whose establishment had otherwise
been fully negotiated, and in the case of some products, had proceeded on national projects of their
own. Most of the offtake guarantees have not been
honoured, or even facilitated by the provision of
tariff preferences for JPE products in spite of the
1968 RCD Trade Agreement. There was the
stringent provision in the 1967 JPE Agreement
which required the enterprises’ intraregional exports
to be sold at “internationally competitive c & f
prices”: manufactured goods were expected to meet
a pricing goal far in excess of the performance expected of national enterprises.
479. Following a review of the JPE scheme in the
early 1970s, the three governments agreed to give
special attention to the exchange of JPE products
during their negotiations for RCD trade liberalization, and also to be more selective in their choice of
JPE projects for negotiation.
Furthermore it was
agreed that each government should make provision
in its national policy for joint surveys of the subregion’s existing state of industrialization and capital
goods requirements, in order to identify RCD projects for inclusion in national plans.
(b)

Association of Southeast Asian Nations

480. After almost a decade of little substantive progress there have been recently positive beginnings
in ASEAN of implementation of industrial cooperation proposals.
Following the directive of
the summit conference in Bali in February 1976 of
the five Heads of Government, the ASEAN Economic
and Planning Ministers set up a group of experts to:
5 See S. A. Parvez, “Industrial projects of RCD” , RCD Magazine
(T ehran), Vol. I, No. 2, 1974.
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(a) Examine the feasibility of immediately
establishing ASEAN industrial plants to produce
urea in Indonesia and Malaysia, superphosphates in
the Philippines, soda ash in Thailand and diesel
engines in Singapore;
(b) Investigate the technical and economic
feasibility of establishing additional manufacturing
capacity for newsprint and potash;
(c) Consult on the development of integrated
steel and petro-chemical industries with a view to
co-ordinating (national) programmes;
(d) Exchange information to identify possibilities for complementation among existing
industries.
Also, member countries were invited to propose
other ASEAN industrial projects and the experts
were instructed to study the feasibility of projects on
metalworking machine tools, fisheries, electrolytic
tin plating, heavy-duty rubber tyres and electronic
components.
481. In addition, the Heads of Government specified
several forms of preferential trade arrangements for
the products of ASEAN industrial projects. These
include long-term quantity contracts, purchasefinance support at preferential interest rates, preference in government procurement and the extension of tariff preferences.
Member States are to
co-operate in establishing enterprises particularly to
meet regional requirements of essential commodities;
priority is to be given to projects which utilize the
available materials in the member States, contribute
to the increase of food production, increase foreign
exchange earnings or save foreign exchange, and
create employment.
482. Two of the industries identified for “package”
treatment by ASEAN, fertilizers and iron and steel,
had already been under serious regional consideration during 1975. Both UNIDO/ESCAP and
IBRD/TVA studies identified Southeast Asia as a
subregion whose raw materials endowment provided
considerable scope for specialization and exchange
in nitrogen, phorphoth and potash fertilizers.6
In an ESCAP forum,7 ‘clubs’ were formed to promote co-operation regarding fertilizers and, later,
pesticides and iron and steel. Survey mission were
subsequently undertaken to a number of developing
countries of the region. At the same meeting an
6 UNIDO/ESCAP, “Regional co-operation in chemical fertilizer”
E SC A P/D P/C FPD /3) (mimeo.) (Bangkok, February 1976); and
IBRD/International Fertilizer Development Centre (T V A ), The
Potential for Regional Co-operation in Fertilizer, Alabama, 1975.
7 ESCAP, Meeting of Top Planners and Government Executives,
Entrepreneurs and Representatives of Financial Institutions, Bangkok,
May 1975.

ASEAN iron and steel group was formed to encourage private and public sector intercountry cooperation; so far the individual countries (especially
the Philippines) have begun to proceed with their
own projects without involvement of their ASEAN
neighbours.
(c)

Other existing and proposed co-operation

483. Among other approaches towards industrial cooperation within the ESCAP region, the New
Zealand-Australia Free Trade Agreement (NAFTA)
is essentially a trade arrangement without the
organized integration of industry between the two
signatory countries — and only a partial arrangement at that. However, it has led to some industrial
rationalization.
484. To a limited extent industrial co-operation has
been considered also in the Pacific islands context,
although the emphasis in the work of both the SPC
and SPEC has been placed mainly on trade, transport and programmes in agriculture, health and
education.
However the work on trade and
agriculture has raised the issue of co-operation in
processing industries.
Moreover, during the
biennium moves were initiated to develop some nonprocessing industries in co-operation with New
Zealand enterprises, as an alternative to the migration of labour to Auckland.
485. Although the share of developing country
sources in total foreign investment is nowhere very
large, in several ESCAP countries it is by no means
insignificant; many instances can be found of joint
ventures including capital from India, Malaysia, the
Philippines, the Republic of Korea and Thailand,
as well as more substantial involvements by investors
based in Hong Kong and Singapore.
To a large
extent such investments tend to be in raw materials
exploitation, especially forestry, but there are increasing flows from the more industrialized developing countries into the textiles, food, light engineering
and other industries of their neighbours. In a few
cases such investments have been “regional”, in the
sense that the output is intended for subregional export or to be in some way complementary to that of
the investors’ home-country industrial activity.
More often, however, they appear to have been
based on the extension of experience and
technologies developed at home.
In this connexion it should be noted that none of the Asian
and Pacific countries offer particular incentives for
investment by nationals of other developing countries, who therefore enter on the same terms as any
transnational corporation based in the United States
of America, Japan or Europe.
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486. Some support to industrial investment within
the region has been provided by the development of
intercountry association among private sector
organizations, particularly the promotion of contacts
among entrepreneurs through chambers of commerce
and industry.
B.

PROGRESS IN TECHNICAL
CO-OPERATION

1. Technical co-operation among developing
countries (TCDC)
487. Economic co-operation among developing
countries in the region can be further accelerated
both by the increasing awareness, at the policy and
technical level, of the availability of and experience
in TCDC. Exchange of substantive know-how and
the relevant supporting services has the potential
advantage of obtaining technology tested in and
adapted to the conditions of developing countries.
It should be possible to mobilize such meaningful
technology and skills at less cost and on easier terms
from developing countries than from developed
economies. The increasing recognition of its complementary role of TCDC as a key component of
collective self-reliance should lead to its expansion,
in intensity and geographical scope, and its optimal
utilization including the initiation of appropriate institutional arrangements and processes for its
mobilization, extension and co-ordination.
488. There is significant technical know-how available within the developing countries of the region
bearing immediate relevance and applicability to the
development needs. The lack of awareness of most
of its nature and availability has to be minimized
through appropriate organizational mechanisms,
covering also developing countries outside the region
as appropriate.
489. There seems to be some continuing evidence of
attitudinal barriers to the adoption of technical
know-how from developing countries.
Several
approaches have been suggested to help overcome
them. Among these are an effective and adequate
information development and diffusion system,
initially installed on a selective basis at a central
point to overcome the gap which exists, on the needs
which could be met and utilized by the available
know-how; a series of action-geared projects
between countries having commonality of interests
and perspectives on the human dimensions of
developments; some demonstration projects by using
the indigenously based technology developed by the
countries themselves; a practical exchange programme of scientific and technocratic personnel to
work on specific contemporary problems for periods
of time; a regular exchange of social science re-
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search and training personnel in the specialized
areas of knowledge; and a regular intergovernmental
forum to identify continually and to oversee implementation of projects, including their appropriate
monitoring. The implementation of many of these
ideas would, of course, be dependent on sustained
and co-operative efforts between and among the
developing countries, coupled with the support required from the family of United Nations system and
other donor agencies. It is to be hoped that the
barriers will be overcome rapidly, leading to equal
if not preferential treatment to technical know-how
and supporting services available in developing
countries as compared with those from developed
countries.
490. With increasing awareness of the availability
and usefulness of technical know-how from developing countries, their development plans should include
a comprehensive identification of TCDC requirements and availabilities in the region. They should
also cover developing countries outside the region.
491. Among the mechanisms for TCDC, regional
and subregional institutions serve to pool existing
experience, expertise and information; they should
also aid the pursuit, in common, of alternatives to
specific development approaches of high social
priority. Efforts should be intensified to adapt the
work programme of these institutions to the contemporary development imperatives of the region.
Twinning arrangements, consortia and joint programming between selected institutions of the region
should be encouraged.
There will be continuing
need for technical assistance from developed
countries and such assistance if channelled through
the existing regional institutions could have a
multiplier effect in human resource development.
492. Financial constraints have hampered the promotion of TCDC. As an indication of their commitment to collective self-reliance developing
countries should devote increasing resources to
TCDC, individually or jointly, particularly to the
least developed countries.
493. Developed countries and multilateral aid institutions have a substantial role to play in the
promotion of TCDC.
Where capital assistance
components of aid cannot be untied, consideration
should be given to untying all or a portion of its
technical assistance component, while development
banks in all regions should give consideration to
funding projects which specially support TCDC.
Often this may require the amendment of procedures
and practices concerning recruitment of experts and
further liberalization of conditions for procurement
of equipment. In addition, all established or new
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institutions have to be fully familiarized with TCDC
and encouraged to support its aims and purposes.
2.

Co-operation in research and training

494. Although the emphasis on TCDC as a key
instrument of development is of recent origin, its
practical bilateral expression during the first half of
the decade among Asian and Pacific developing
countries can be found in many fields. To a large
extent, the “donors” in these arrangements have
been the comparatively richer, larger, more industrialized or otherwise more developed countries, such
as China, India, Iran, the Republic of Korea and
Singapore, but examples also abound of countries
such as the Philippines, Malaysia and Pakistan
providing engineering, language and other skills to
their neighbours.
It is expected that during the
second half of the decade and in the 1980s TCDC
exchanges in Asia and the Pacific will become more
reciprocal, comprehensive in coverage, and
multilateral.
Co-operation, it is believed, will increase between ESCAP developing countries and
the more advanced members of other regions, including especially the “oil-rich” Arab countries and
rapidly developing Latin American States.
495. Yet more significant than the bilateral contacts
established so far have been the wide range of intercountry research and training activities, drawing on
regional (as well as foreign) expertise and dealing
with essentially regional problems, which have
already been pursued by a variety of multilateral institutions, some of them with subregional focus. A
select review follows.
(a)

Minerals and petroleum

496. Collective action in the field of minerals and
petroleum extraction is manifested mainly in three
subregional institutions — the Committee for Coordination of Joint Prospecting for Mineral Resources in Asian Offshore Areas (CCOP), its South
Pacific equivalent (CCOP/SOPAC), and the ASEAN
Committee on Petroleum Exploration (ASCOPE).
CCOP, the older of the two United Nations-based
offshore prospecting programmes, entered its tenth
year of operation during the biennium and continued
to demonstrate effective regional co-operation in
large-scale investigations off the Southeast Asian
coast.
Meanwhile in the South Pacific, CCO P/
SOPAC has commenced a programme to support
and co-ordinate the efforts of island countries in the
development of mineral and other marine resources.
Other regional institutional developments designed
to promote co-operation in related fields are the
new Regional Mineral Resources Development
Centre (RMRDC), and the anticipated Southeast
Asian Tin Research and Development Centre.

(b) Food and agriculture
497. There are two existing international argicultural
research institutes in the region, IRRI (Philippines),
ICRISAT (India) which have a global mandate and
specialize in one or a few selected food crops.
Even in those developing countries which have
better developed research systems, coarse grains,
pulses, root and tuber (CGPRT) crops have received
comparatively little attention. The CGPRT crops
are important as a staple food and cheap source of
protein to the poor, as animal feed and as industrial
raw materials. A regional co-ordination centre for
research and development of CGPRT crops is being
envisaged in ESCAP.
At the request of the
Government of the Soviet Union, steps have been
taken in ESCAP to organize an international seminar
on CGPRT crops.
(c)

Agro- and other industries

498. As in the case of the crops, co-operation in
technological research relating to the production and
distribution of agricultural requisites such as
fertilizers, pesticides, irrigation and machinery, is
not yet comprehensively institutionalized on a regional basis. However, the well-established Mekong
Project has promoted considerable co-operation in
the use of water resources on a subregional basis
while a regional network to co-ordinate research and
development work on agricultural machinery is to be
established at ESCAP’s initiative. In the field of
agro-chemicals, several proposals emerged from a
recent study on the scope for regional co-operation
in chemical fertilizer production and trade,8 which
advocated the establishment of regional fertilizer
development, catalyst development, manpower
training and model maintenance centres or programmes.
499. In contrast with the rather limited record with
respect to agriculture, there have been several
developments in regional and subregional cooperation in technology relating to processing and
manufacturing. These include the Regional Centre
for Technology Transfer (RCTT) to be established
soon, as well as various forms of collaboration
among national institutions.
Such developments
are beginning to spill over into agriculture, however,
notably through the need for increased supply of
agricultural inputs and the increasing emphasis being
placed on agro- and allied industries in the development process.
(d)

Tertiary sector

500. Much of the regional activity in the tertiary
sector has concerned transport and communications,
8 UNIDO/ESCAP, “Regional co-operation in chemical fertilizers” ,
op. at.
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water resources and commerce, as well as education
and other social services. An important subregional
initiative in this field consists of a transport coordinating committee established under the auspices
of the Ministerial Conference for Economic Development in Southeast Asia, while the Regional
Transport Survey (and the planned conduct of a
South Pacific equivalent in the near future) represent important contributions to regional cooperation.
However, perhaps the most important
single co-operative project in the region comprises
the work on water resources (power and irrigation)
in the Lower Mekong Basin.
Work continued on
the Nam Ngum hydropower project, which will
provide power to Thailand as well as irrigation and
power to Lao People’s Democratic Republic.
(e)

Education, health and other social fields

501. A noteworthy development in the field of
education is the implementation, under the aegis of
UNESCO, of the Asian Programme of Educational
Innovation for Development which was formally
established in 1973. This programme is essentially
a search for educational innovations linked to development. Its objective is to stimulate co-operative
action in 17 Asian member States so that each participating country may enhance its national capacity
to solve, through educational innovations, its development problems.
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education.
SEAMEO also operates research and
training institutions in the fields of tropical medicine
and tropical biology.
504. There are also other regional institutions concentrating on research and training in the field of
education, population, health and welfare. Several
of these are attached to universities or are otherwise
essentially national institutions but with a regional
focus like the International Institute of Population
Studies Bombay.
In other cases, such as the
United Nations Regional Housing Centres at
Bandung and New Delhi, institutions are established
under the auspices of regional organizations. Regional co-operation has also been promoted in
various fields associated with administration and
government through United Nations supported institutions like the Asian Development Institute
(ADI), Asian Statistical Institute (ASI) and Asian
Centre for Development Administration (ACDA).
Two additional new centres established under the
aegis of ESCAP during the biennium are the Asian
Centre for Training and Research in Social Welfare
and Development (ACTRSWD) in Manila, and the
Asia and Pacific Centre for Women and Development in Tehran.
505. Apart from the institutions which are basically
regional in nature, several Asian and Pacific
countries contain universities, polytechnics and institutes which offer courses — sometimes complemented by local or international scholarship
arrangements — to foreign students; a noteworthy
institution in this regard is the Asian Institute of
Technology.

502. The initiatives in planning, execution and
evaluation of activities rest with the participating
States, in the context of the problems faced by
them. The purpose of the activities is derived from
the problems faced by the participating countries
and outcomes are linked to the future plans of the
countries. The process of developing the programme
itself has contributed to the transfer of experiences,
the sharing of awareness and understanding of
experiences, the sharing of awareness and understanding of problems and the designing and testing
of solutions. The countries have offered 46 national
centres and innovatory projects to serve as the
operational arms of the programme, while cooperation is ensured through regional consultations,
inter-project visits and regional or subregional
workshops, seminars and training courses.

506. A related form of regional co-operation — that
in academic research — has emerged in the early
1970s, represented in particular by the Council on
Asian Manpower Studies, which co-ordinates the
work of scholars concerned with employment and
related fields. Such developments have been assisted
institutionally by the links provided through the
Association of Development Research and Training
Institutes of Asia and the Pacific. These relatively
loose institutions have facilitated increasing contact
among Asian scholars and thus provided an essential
underpinning to the process of intercountry
co-operation.

503. Another machinery for intercountry cooperation in education has been set up on a subregional basis under the aegis of South-East Asia
Ministers of Education Organization (SEAMEO).
Almost 400 Southeast Asian educators have
benefited from various training programmes run by
this new “INNOTECH” which has also undertaken
research projects aimed at developing an effective
and economical delivery system for mass primary

507. Yet another approach is the building-up of
development communication network structures
which facilitate the two-way flow of information
between countries of the region with a regional focal
point. Two such examples are the ESCAP Population Correspondents Network, comprising 400
members from 30 member States in the region, and
the Population Library Network which group 284
libraries/documentation centres in 31 countries.
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C.

INTERREGIONAL CO-OPERATION

508. Measures for collective self-reliance have been
discussed among developing countries at the highest
level. The Conference on Economic Co-operation
among Developing Countries, Mexico City, 13 to 22
September 1976, declared the political commitment
to pool efforts in a spirit of solidarity to secure the
implementation of the Programme for Economic
Co-operation among Developing Countries, adopted
at the Third Ministerial Meeting of the Group of 77
at Manila and the Programme of Action for
Economic Co-operation adopted at the Fourth and
Fifth Conferences of Heads of State or Government
of Non-Aligned Countries; towards that end the
Conference adopted a comprehensive set of
Measures for Economic Co-operation among
Developing Countries.9
509. The difficulties in the promotion of interregional
co-operation are the same as those with respect to
regional co-operation, but writ large.
Progress
accordingly has been more halting in this regard.
Programmes for priority action that have been
identified have to be rapidly implemented. Some of
the measures adopted at the Mexico City Conference
are discussed below.
510. In the field of raw materials and commodities,
there has to be, along with the strengthening
of the existing producers’ associations and the
forming of new ones, co-operation and coordination between such associations.
A council
of producers’ associations, when established, will
have its own special functions which cannot be
duplicated by other organizations.
The council
could be an important instrument for the achievement of the ultimate objectives of the New International Economic Order.
Even if, at the beginning, the council confines itself to bringing about
co-operation and co-ordination between the existing
producers’ associations, its role will be significant
and indispensable.
The functions of the council
can include: co-operation among the producers’
associations which cover commodities serving more
or less similar end-uses (e.g. copper and bauxite,
coconut oil and groundnut oil); a global joint
front against transnationals; co-operation with respect
to common import requirements; and monitoring the
problems of shipping and freight rates.
511. Expansion of interregional trade through joint
ventures and the scope of tripartie industrial agreements in this connexion have often been discussed.
Instances of such agreements are few.
With the
9 Economic Co-operation A m ong Developing Countries: Report of
the Secretary-General (A /C .2 /3 1 /7 ), letter dated 11 October 1976
from the Secretary of Foreign Affairs of Mexico, President of the
Conference on Economic Co-operation among Developing Countries,
addressed to the Secretary-General of the United Nations.

foreign exchange surplus of developing oil-exporting
countries, the prospects for triangular arrangements
between such oil-exporting countries, developing
countries with trained manpower and technical skill
and developing countries endowed with requisite
One
raw materials have to be actively explored.
of the main obstacles is the problems associated with
transportation.
512. Considering the cyclical variationsin the shipbuilding industry, there can be joint action by
developing countries for the purchase of ships when
the prices are low. Such purchases can be selffinancing in the long run.
National shipping lines
can also charge conference rates.
However there
has to be central co-ordination and allocation of all
the cargo so that national shipping lines are fully
utilized.
513. Interregional co-operation
as
to
be
strengthened by appropriate trade arrangements and
financial infrastructure. The possibilities which
have been identified and have to be studied in
detail for implementation include proposals for a
third world system of trade preferences, for a payment and currency arrangement among the third
world countries and for a specific third world institution in the field of finance and banking. It may
be of long-term interest but a serious study has to
be begun on the possibility of establishing a countervailing currency backed by the economic potential
of developing countries.
514. Interregional co-operation can extend beyond
trade expansion and co-operative arrangements for
preservation of sovereignty over the joint exploitation of natural resources to development of human
resources.
The area for exchange of technology
suited to developing countries has to be extended
from regional to interregional. The proposed centre
for science and technology for developing countries
at Lima, Peru, will provide a focal point for
evolving and promoting a common strategy of cooperation in that field. There is also need for the
establishment of interregional technology centres for
specific sectors such as the regional co-operative
pharmaceutical production and technology centre,
proposed by UNAPEC and endorsed by the Group
of 77.
There are two essential prerequisites for
such interregional co-operation: the willingness to
share the experience in technology and adaptation
by developing countries which have made significant
progress in this direction; and the readiness of
developing countries to accept and to accord preferential treatment for technology from fellow
developing countries.
515. Institutional arrangements for formulation of
policy decisions by developing countries exist at the

IV.

Economic co-operation among developing countries

highest level. W ithin th e U nited N ations, th e recently established Committee on Economic Cooperation among Developing Countries provides a
forum for developing countries to formulate areas
of co-operation between developed and developing
countries regarding co-operative projects among
developing countries.
Sectoral studies are undertaken by member countries at the behest of Group
of 77 and by UNAPEC.
Towards strengthening
economic co-operation at regional, subregional and
interregional levels, the Group of 77 has recommended a meeting of existing regional and subregional groupings to establish links amongst themselves, to facilitate participation in such groupings
by developing countries which are at present nonmembers and to identify measures of support at the
interregional level.
D.

ECDC EM INTERNATIONAL CONTEXT

516. The concept of collective self-reliance, underlying economic co-operation among developing
countries, is “not a return to the outmoded concept
of autarchy or to self-defeating confrontation among
nations; it implies international co-operation for
development within the context of global interdependence”.10 The fourth session of UNCTAD held
at Nairobi called on developed countries and international organizations concerned to support programmes of co-operation among developing countries
and refrain from actions which adversely affect such
programmes.11
517. Commodity problems have been occupying a
central place in the dialogue on development and
international economic co-operation. At the fourth
session of UNCTAD, there was a consensus to
approve an integrated programme of commodities,
There
including the objectives and mechanisms.
was no decision on the establishment of a common
fund.
Eighteen products were chosen specifically
and the session also provided for inclusion of other
products and the procedures for any such inclusion.12
518. Three preparatory meetings, on copper, jute
and jute products and hard fibres and products, have
so far been held by UNCTAD in connexion with the
integrated programme. It is too early to draw any
conclusions of a general nature from the preparatory
meetings.
It is obviously necessary that, before
such meetings of producers and consumers, the
10 UNCTAD, Report of the Trade and Development Board on the
First Part of Its Sixteenth Session, 5 to 23 October 1976 ( T D /B /637),
2 November 1976. Statement by the delegate from Mexico on behalf
of Group of 77, p. 32, para. 92.
1'U N CTA D resolution 92 (IV ): Measures of support by developed
countries and international organizations for the programm e of economic co-operation among developing countries.
12 UNCTAD resolution 93 (IV ): Integrated programme for commodities.
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developing producing countries should meet at a
regional or interregional level to evolve a common
stand during such negotiations.
It is relevant to
note in this connexion that to the original list of
commodities proposed by the UNCTAD secretariat
are added tropical timber and vegetable oils and
oilseeds.
519. An instance of valuable consultations among
developing producing countries in the context of
negotiations in UNCTAD on the integrated programme is provided by the Jute Consultative Conference held in Dacca, 7-9 October 1976, jointly
sponsored by ESCAP, UNCTAD and the Government of Bangladesh.
The representatives of the
Governments of Bangladesh, Burma, India, Nepal
and Thailand took part in the consultations. The
joint statement adopted at the Conference expressed
the agreement of the participating countries that the
forthcoming negotiations within the framework of
the integrated programme should move towards an
international commodity agreement on jute. Such
a commodity agreement on jute should necessarily
provide for an internationally operated buffer stock
of both jute and jute goods. Also, if the agreement
is to be effective, it should contain provisions to
facilitate cost reduction in the production of jute
and jute goods and product diversification and also
provide for a massive programme for research,
development and promotion.
520. The fourth session of UNCTAD adopted a
comprehensive set “of interrelated and mutually
supporting measures” and recommendations in the
field of trade in manufactures and semimanufacturers.13 There is continuing need for a
series of meetings among developing countries to
understand each other’s requirements and evolve a
common stand during MTN, and continued technical
assistance is necessary to facilitate effective participation of developing countries in the negotiations.
As a means towards expanding the supply capability
in manufactured goods for exports and for development in general, industrial co-operation has to be
promoted through concerted measures at the
national, subregional, interregional and international
levels and specific recommendations for action by
the international community have been made by
UNCTAD.
521. The Lima target for the share of developing
countries in world industrial output has to be
translated in terms of industrial objectives and
targets at the national level and such studies are
underway in UNIDO. In this excercise attention
has to be paid in detail to the possibilities of import
13 UNCTAD resolution 9 6 (I V ) : A set of interrelated and mutually
supporting measures for expansion and diversification of exports of
manufactures and semi-manufactures of developing countries.
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substitution on a subregional, regional and interregional basis and to the need for export promotion
of manufactured goods. In that context, the scope
for joint ventures and multinational ventures of
developing countries have to be worked out at project level. Aid givers and, in particular, multilateral
financial institutions have an important role to play
in financing such joint ventures among developing
countries.
522. There has been agreement to draw up a
multilaterally agreed set of guidelines on restrictive
business practices,14 to formulate a code of conduct
on transnational corporations15 and to accelerate the
work on an international code of conduct for the
transfer of technology.16 The issue whether such
codes should be mandatory or optional is still open.
Developing countries have not only to exchange information and experience through forums in the
United Nations and outside but should explore the
possibilities of taming the transnational corporations
through appropriate joint action at the interregional
level.
523. At the fourth session of UNCTAD agreement
was reached on measures for the building up the
technological capability of developing countries. A
proposal has already been made by the non-aligned
countries and the Group of 77 to establish an interregional centre for the transfer and development of
technology in the pharmaceutical industry.
Preparatory investigations are underway for case studies
by the UNCTAD secretariat of machinery, electronic
equipments and components and fertilizer industries.
Developed countries have been called upon by
UNCTAD and the General Assembly to co-operate
actively and positively in the institutional arrangements in the field of transfer of technology.
14 UNCTAD resolution 96(IV ).
15 UNCTAD resolution 9 7 (IV ): Transnational corporations and
expansion of trade in manufactures and semi-manufactures.
16 UNCTAD resolution 89 (IV ): International code of conduct on
transfer to technology.

524. Probably the most disappointing aspect of international co-operation, from the developing
countries’ point of view, is the action being taken
on the transfer of real resources and debt relief.
There have been signs of a recognition of the need
for spreading the geographic destination of development assistance to pay particular attention to the
needs of least developed and most seriously affected
countries.
However such policies should lead to
an additional quantum of assistance in the aggregate
and not mere geographic diversion. This would require considerable enlargement of the aggregate
flow of development assistance.
525. Regarding debt relief, though there had been
no agreement in Nairobi on the specific means of
alleviating the debt burden, developed countries
were committed to quick and constructive consideration and prompt action, in particular in the case of
least developed countries and most seriously affected
developing countries.
The Trade and Development Board is required to review at its ministerial
session in 1977 the action taken in the field of
debt-relief, relieving immediate problems as well as
building up a policy framework.
The developed
countries see considerable merit in applying remedial
action on an individual country basis. The leading
aid-giver remains opposed to any form of generalized
debt-relief and its policy is to engage in debt rescheduling negotiations in the creditor club framework, and only where there was default or some presumption of imminent default.
The developing
countries had proposed various measures to resolve
and alleviate the critical problems arising from
bilateral and multilateral official debts and from
commercial debts and some of them call for debt
relief according to a common set of factors, as in the
case of bilateral official debts and, in the case of
commercial debts, consolidation of the commercial
debts of all interested developing countries and rescheduling over a period of 25 years.17
17 For all the measures proposed see the draft resolution submitted
to the fourth session of UNCTAD by Jamaica on behalf of the States
members of the Group of 77 (T D /L .125).
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V. ISSUES AND POLICIES
A.

TOWARDS SELF-RELIANCE

526. As the midopint of the Second United Nations
Development Decade is crossed, the pursuit of
social justice in the process of economic growth has
become a matter of high priority in the developing
countries of the region.
There is considerable
support for the view that policies designed to enhance social justice promote, rather than retard,
growth.
The patterns and strategies of unified
development will vary according to the social,
political and economic conditions prevailing in the
country, but the pursuit of growth with social
justice, conceived as the participation of all groups
in society in the development process and in the distribution of the benefits of growth, basically implies
maximum mobilization and utilization of a country’s
internal resources.
Thus self-reliance should be
an integral part of the process of growth with social
justice.
527. Basic to self-reliance is rural development at
the level of the village, singly or in groups, with
maximum possible dependence on locally available
resources.
Such mobilization requires mass participation at the grass-roots level so that villagers
can express their needs and decide on the requisite
governmental support.
The national bureaucracy
may need to be reorganized to ensure that integrated
social service networks extend to rural areas, and that
there is local initiative and participation in the provision of such services. At the same time rural institutions must shed domination by powerful interests
which use such institutions to their advantage.
528. The appropriate restructuring of institutional
arrangements and processes to facilitate the implementation of rural development programmes
means that it is necessary to arrange viable
administrative units of operation (e.g. on the basis
of a population of 50,000 to 100,000). There is a
danger that present administrative structures are not
effective at the local level and fail to integrate programmes for a wider area. The major thrust in the
restructuring strategy may be to organize rural
people for land development, for building up capital,
rural extension activity and so on.
It is also
essential that community workers be recruited and
trained in the rural areas and, preferably, be themselves part-time workers in agricultural production.
Appropriate linkages have to be forged at higher
levels than the village unit so that groups of villages
can harmonize development needs and resources.
Those agents which are particularly responsible for
meeting the basic needs of people at the rural/

village level (including co-operatives, schools, and
public health institutions) may require strengthening.
529. An integrated approach presupposes that the
central government creates a central unit in a key
department of the government to provide technical
support, channel resources and evaluate programmes
planned and implemented by villages in collaboration with the government.
Without doubt, integrated rural development is a product of the
combined efforts of the people themselves and their
governments. However, international organizations
can play a useful role in assisting village level
planning, training of rural cadres, developing an information system and providing a forum for intercountry exchange of experience. To enable international organizations to provide the necessary
support required for self-reliant rural development
programmes it may be necessary for them to coordinate their activities amongst themselves. A
corresponding organization at the national level to
draw up priorities and to co-ordinate the assistance
from international agencies would help to increase
the usefulness of such assistance.
B.

COLLECTIVE SELF-RELIANCE

530. It cannot be overemphasized that self-reliance
does not imply in any way self-sufficiency or
autarchy.
Developing countries will continue to
need the enriching influences from outside, through
trade, technology and financial flows and in various
other spheres.
Self-reliance does not imply an
absence of relations with the external world but a
transformation of such relationships based on a full
exploitation of a developing country’s own resources
according to socially just needs, with an absence of
inequality in the exchange of their resources for
those needed from outside. Self-reliance contributes
to an expanding framework of international relationships and becomes a necessity given the stagnating
trend in the transfer of real resources from developed
to developing countries. Thus, to be effective, the
pursuit of self-reliance at the national level has to
be extended to embrace collective effects internationally; on subregional, regional and interregional
bases.
1. Raw materials and commodities
531. Problems of raw materials and commodities
have been at the centre of the dialogue on the New
International Economic Order and their resolution
is at the heart of the debt problems of developing
countries.
The commodity community approach
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has been found useful in the ESCAP region.
Its
full potentialities, however, are still to be explored.
532. With the experience gained so far, the existing
producers’ associations in the region can move
forward towards action in the stablization and
growth of export earnings. The importance of early
action stems from the fact that at the regional level
initiatives need to be taken on commodities which
have not attracted sufficient attention at the international level.
Price stabilization of coconut and
its products will require joint consultations with all
oilseeds and oils producing developing countries.
A beginning can be made with producers of palm
kernel oil in the region who are also members of
APCC. Pepper is a commodity whose price
fluctuations can be attributed by-and-large to supply
instability, as the demand is largely inelastic. As a
first stage a system of co-ordinating national stocks
can be considered. In any price stabilization
scheme, the role of “indexation” needs to be considered, both directly by linking the export price of
the commodity to the import price of the exporting
country or to some index of world inflation, or indirectly through compensatory financial transfers
related to shortfalls, from reference levels, in the
export price of the commodity.
533. The effectiveness of a producers’ association
will obviously increase as membership becomes more
comprehensive to include all producers who subscribe to the basic principles underlying the commodity community articles of association of producers. For instance, the membership of PC could
be enlarged to include Sri Lanka from within the
region and Brazil and Madagascar from outside.
534. Active pursuit of te establishment of additional
producers’ associations in the region is necessary.
Among the possibilities, tropical hardwood and palm
oil suggest themselves in the light of the predominance of the countries in the region in their
production and exports. Tapioca could be another
commodity for consideration.
535. Tropical timber, a major export of the region,
is included in the UNCTAD resolution on an inAt the integrated programme for commodities.
ternational level, the establishment of an international tropical timber bureau was discussed in a
consultative meeting of the tropical timber-producing
countries jointly convened by U NCTAD/GATT/
ITC and FAO (27 September— 1 October 1976).
It is envisaged that the areas of possible coordination in the promotion of tropical timber by
the bureau will include commercial intelligence,
grading and classification, distribution channels,
market access, transport, production and processing
and management training.

536. The regions producing tropical timber include
Asia and the Pacific, Africa and Latin America, and
the problems vary between these regions.
Commercially the Asia and Pacific countries are the largest
producers of hardwood logs. The log exports of the
region comprise teak, dipterocarps and “others”.
Burma exports teak; Thailand, teak and
dipterocarps; Malaysia (Sabah and Sarawak), dipterocarps and “others”; Indonesia, all three and
Papua New Guinea and the Solomon Islands,
“others”.
However, there are common problems
like reforestation and use of forest resources,
external marketing, further processing and export
price instability, and it would be advantageous if
these exporting countries were to form a producers’
association. Such an association can work in close
consultation with the regional arm, as envisaged, of
the proposed international tropical timber bureau
which presumably will include all the consuming
countries, in the region and outside.
537. Much of the greater part (70 to 80 per cent)
of world exports of palm oil come from Malaysia
and Indonesia, while four countries — the United
States of America, the Federal Republic of Germany,
the United Kingdom and the Netherlands — together
account for about half of the world’s imports. The
future of palm oil exports will depend to a significant
degree on oils and fats production, supply and stocks
in the United States of America, particularly of
soybean oil which accounts for 60 per cent of its
domestic oils market; in 1973 and 1974 United
States palm oil imports were boosted by shortfalls
in its fats and oils production, since when there has
been an improvement in its domestic supply situation.
538. A speedy establishment of a producers’
association in palm oil will be useful in meeting the
contraction in the market for palm oil anticipated
by 1980. Significant producers of palm oil outside
the region are Nigeria, Ivory Coast and Zaire which
account for nearly one-tenth of world exports.
Such an association would have to work closely with
APCC as palm kernel oil is a close substitute for
coconut oil. There is also scope for expansion of
intraregional trade and trade with developing
countries as at present Japan, Pakistan and Iraq are
the only other sizable importers of palm oil.
539. It would be a significant contribution to the
ongoing negotiations regarding the Integrated Programme for Commodities in UNCTAD forums if
developing producing countries in the region could
meet and crystallize a joint position on individual
commodities of major importance to the region.
The momentum of the meeting of the five jute producing and exporting countries in the region (held
in Dacca in October 1976) should not be lost; the
meeting could be followed by fact-finding missions

V. Issues and policies
on the cost of modernization of jute mills, the ju te/
rice price ratio in allocation of agricultural resources,
size and operations of a buffer stock, co-ordination
in production of jute and its products, etc. ANRPC
has already taken active steps towards price stablization and consultations are underway between producers and consumers on an international commodity
agreement.
An initiative, in which ECA and
ESCAP could both be parties, to convene a meeting
of tea exporters in both regions, would help develop
specific proposals in connexion with the negotiations
over the Integrated Programme for Commodities; in
such meetings smaller tea-exporting countries, like
Indonesia, would have to be included.
Cotton is
another important commodity for the region which
is included in the Integrated Programme; Pakistan
and Iran are important exporters while many East
Asian countries are significant importers. The need
for consultations with respect to coir, in the context
of UNCTAD consultation on hard fibres, can be
met by meetings among APCC member countries
which include the Philippines, an important producer
of abaca.
540. Convening meetings of producers of these commodities in the region will help clarify the expectations of the producers and possibilities of assistance
from the common fund. Illustrative of the aspects
of the establishment and operation of the common
fund, which such meetings could consider, include
elaboration of the fund’s policies and its institutional
set-up; the priority requirements among commodities, some within each commodity, to be met
by the common fund; possibilities of direct assistance
to projects in a country; and links with operations
under international commodity agreements or with
producers’ associations.
541. Also, there are obvious advantages to be gained
from meetings of producing countries in the region,
be they covered by international commodity agreements, like tin, cocoa, sugar or coffee, or international producers’ associations, like iron ore,
copper and bauxite.
542. It may be highly useful that consultations
among producers’ associations in all the developing
parts of the world have to be institutionalized in the
form of a council of producers’ associations. The
council can perform many essential functions on
behalf of producers’ associations, as is well known.
Its early establishment is much to be desired.
2.

Co-operation in industries

543. Progress in regional and subregional cooperation in industrial development has so far been
slow, though the Asian Industrial Survey made
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comprehensive suggestions in this respect in 1973.
The Bali Declaration of the Heads of State of
ASEAN countries indicates that active steps are
soon to be taken with regard to industrial cooperation among ASEAN countries while the Izmir
Declaration of RCD countries shows renewed and
active interest industrial co-operation among them.
544. Of two industries selected for consideration as
possible areas for co-operation in an ESCAP
Meeting of Top Planners, the scope in the fertilizer
industry has been extensively studied by UNIDO/
ESCAP both for improving the efficiency of the industry and the level of its production. Among the
recommendations of the study are investigation of
trends in fertilizer and raw material prices, forward
market conditions, scope for trade arrangements;
availability and cost of ocean transport; regional
phosphate development programme and regional information network on price and transaction trends
and availabilities. As to the other industry selected,
iron and steel, studies have been made with regard
to the economies of scale by ESCAP in co-operation
with UNIDO; however, current developments indicate a tendency for countries to go it alone.
545. In co-operation with ADB and SPEC, a survey
is to be initated of the South Pacific countries on the
promotion of industries on a joint basis. Steps will
be taken by ESCAP to examine the feasibility of
co-operation in the setting up of industries connected
with agriculture and fishery.
546. If the progress in regional/subregional cooperation in industries has been slow, interregional
co-operation in industries through tripartite agreements has been much slower. Recently, a move has
been made towards co-operation between oilexporting countries and individual developing
ESCAP countries like India, Malaysia and Pakistan.
Active promotion of such interregional co-operation
in conclusion of industrial agreements has been
called for by the Conference on Economic Cooperation among Developing Countries in Mexico
City.1
547. Regional banking and other financial institutions have an important role to play in promoting
industrial co-operation among developing countries.
In this connexion the Meeting on the Establishment
of an Association of the Industrial Banks and Corporations in the ESCAP Region, convened by the
ESCAP secretariat in January 1977, reaffirmed the
view that successful implementation of a small
group of three to four regional industrial projects
1 The various ways of multilateral co-operation in the promotion
of industrial specialization were discussed in an UNCTAD seminar
in December 1975.
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shared equally among a group of three to four
countries, each country having a project to itself,
might trigger off further expansion of co-operation
among a larger number of countries involving an increasing number of industries.
Initially, such industries should not be very complex but should be
of a simple nature in order to enthuse and sustain
the will for co-operation and to ensure success.
The Meeting felt that the establishment of regional
industrial projects was a very complex matter,
involving a host of issues which have to be settled
by the governments of co-operating countries.
However, the industrial development banks/corporations could be actively involved in advising the
governments in the promotion of appropriate industries which could be designated as regional industries. In this respect, banks/corporations could
provide expertise to governments. Nonetheless, the
banks/corporations are to play only a promotional
and supporting role in the over-all machinery of the
government which bears the ultimate responsibility.
548. A major influence on regional co-operation in
industries would be changes in the investment and
tax systems in developing countries of the region.
The seminars being held on investment and taxation are basically meant to train senior personnel for
policy decision and implementation with regard to
taxation.
In this field the long-term objective
should be to bring about uniform systems of taxation among developing countries, with a view to
providing agreed concessions and incentives and
eliminating undue and uneconomic concessions.
This should apply to both domestic and foreign
investment.
Efforts to bring about uniform tax
systems and improved implementation procedures
would also promote technical co-operation and intraregional investment.
In the long term it is expected that these meetings would lead to investment
promotion talks and strengthening of infrastructural
facilities for the promotion of investment.
It is
important that for acceleration of industrial cooperation among developing countries, more favourable treatment than at present be given to regional
investment and preferential treatment be accorded to
regional investment as compared to investment from
outside the region.
3.

Technical co-operation among
developing countries
549. Technical co-operation among developing
countries requires among other things a more
adequate dissemination of information.
In this
respect ESCAP has been moving towards the deveThe purpose
lopment of an information network.
is to enhance the scope for appropriate forms of cooperation among research institutions and other
organizations within national governments — dealing

with industrial development and technology,
standards and so on — to strengthen co-operation
and develop regional industrial projects through
standardization and application of common
technology where possible. Such a network could
be considerde a useful mechanism in the promotion
of regional co-operation. Proposals are in hand for
a regional network for agricultural machinery and a
regional centre for technology transfer, and the
feasibility of setting up an information network for
agro-industries is currently being studied. Also, as
visualized within the framework of the Regional
Mineral Resources Development Centre, a network
of laboratories is to be supported with selected
specialist facilities for evaluation of mineral samples.
550. It is envisaged that the centres, as they develop,
will concentrate upon production, resources and
capabilities of the region itself. They would identify
consultancy services and capabilities available within
the region so that less developed countries would
resort to utilizing the resources and know-how that
are available within the region itself. It is intended
that the centres will provide assistance in strengthening negotiation capabilities for technology
transfer. Development assistance to strengthen the
technological capability of the developing countries,
if extended to centres like these, could bring considerable benefits. For example, such centres could
concentrate on and give priority to the development
and adaptation of technology in the production of
mass consumption goods.
551. Crop research (e.g. on CGPRT) has an important potential. Currently, much research in
agriculture is country-based but considerable
opportunity exists for enhancing the efficiency of use
of the funds available for research if countries coordinate their efforts and exchange information.
552. Social development is another area for potential
technical co-operation, with a direct bearing on the
living conditions of the poor in the ESCAP region.
In this regard it would be useful to set up a regional
programme for the exchange of information and provision of technical assistance, to work closely with
other institutions in the region, such as the Asian
Centre for Training and Research in Social Welfare
and Development.
553. The requirements for enhanced TCDC are well
recognized.
The area of such technical cooperation will be enlarged when the Interregional
Centre for Technology is established in Peru, and
appropriate liaison is established with it by regional
networks. Basic to TCDC is the willingness of all
developing countries to share technical know-how
more freely among themselves, to accord preference
wherever possible to technology available among
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themselves and to overcome the attitudinal barriers
that exist to the wider dissemination of the
technological know-how and expertise that is already
available in developing countries and in some degree
adequate to their needs.

spring of 1977, to consider possibilities of linking
up clearing arrangements in the various developing
regions.
Efforts to link regional schemes with
similar schemes among other developing countries
would be most useful.

554. One important way of overcoming such barriers
is to develop industrial exhibitions which will bring
enterprensurs, producers and technical personnel
from the developing countries together and establish
a strong line of communication among themselves.
A valuable instance of this is the exhibition on
building materials and the construction industry to
be organized in Bandung in 1977. Clearly it would
be fruitful to organize several such exhibitions in
other areas of industry, since they have proved to
be an effective medium for trade promotion and cooperation not only at international but also at regional and subregional levels. Three Asian trade
fairs have so far been organized.
The idea of
specialized trade fairs has, in recent years, gained an
additional momentum among developing countries of
the region. Certain products or groups of products
such as food, timber, light industrial goods, including agricultural tools and machinery may attract the
interest of developing countries.

557. A study on the feasibility of setting up an Asian
reserve bank was examined by an intergovernmental
group of experts in late 1972 who found such an
institution to be feasible and accordingly proceeded
to draft an agreement for its establishment. It is
envisaged that the bank will promote monetary cooperation within the region by facilitating greater
investmnet of monetary reserves for productive purposes in the region as well as by providing shortterm balance-of-payments support to the members.
However progress since then has been delayed because of unfavourable developments in the international monetary scene.

4.

Trade and monetary co-operation

555. Important steps have been taken towards setting
up the necessary infrastructure for the expansion of
intraregional trade. The First Agreement on Trade
Negotiations among Developing Countries of
ESCAP (the Bangkok Agreement) is a major step
in promoting trade co-operation among developing
countries. The Agreement came into force on 17
June 1976 and its Standing Committee (consisting
of the representatives of the countries participating
in it) is currently engaged in adopting measures for
the implementation of the preferences. The Committee is also desirous of expanding the membership
of the Agreement. Once the membership of the
Bangkok Agreement as well as the scope of its
activities have been expanded, it would be possible
to have linkages with other groupings of developing
countries in other regions having similar preferential
arrangements.
Such linkages would cover not
merely trading arrangements but also joint ventures
and industrial co-operation agreements.
556. As regards monetary co-operation, ACU is
another measure to extend economic co-operation
among developing countries with the region. The
Board of Directors of ACU is interested in
examining possibilities of linking up the clearing
arrangements with the clearing mechanisms in other
developing regions.
UNCTAD also proposes to
convene an intergovernmental export group, in the

558. Special efforts of a regional co-operative nature
are needed to develop the rice economies in Asia
and the Pacific, especially since rice is the most important single food staple consumed in the region.
One effort proposed is the Asian Rice Trade Fund
which is an intergovernmental organization of
developing ESCAP member countries. Its purpose
is to stabilize and expand intraregional trade in rice
by providing firancing facilities for government to
government sales transactions on deferred payment
terms not exceeding five yars.
559. The Fund is not yet operational, however, even
though five rice-importing countries have joined,
because no rice-exporting countries have joined and
no funds are available for operating the Fund.
Serious consideration has to be given to activate it.
560. A draft charter, with these protocols for the
establishment of an Asian Re-insurance Corporation
(ARC) at intergovernmental level have now been
finalized. Once established, the cumulative impact
of ARC on economic development of the region
could be far-reaching not only in reducing the drain
of foreign exchange but by also providing additional
funds for investment in the the region. It could act
as an important instrument in the implementation of
the concept of economic co-operation among
developing countries of the region. Since the main
objective of ARC is to assist the developing countries
of the region in increasing their regional capacity for
retaining insurance business, the co-operation
among all the developing countries of the region is
required to make it an effective regional institution.
Through the exchange of business and reciprocity
practices among similar types of institution in
different regions, ARC could contribute considerably
to the well-being of the third world thus representing
a successful effort toward collective self-reliance.
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561. Preparatory wor for the establishment of a
multinational export credit insurance scheme has
reached an advanced stage. The proposed scheme
is designed to complement efforts of developing
countries in promoting their exports, and in helping
to bring about an increase in international trade.
It constitutes an important tool for creating export
incentives in developing countries especially for relatively small countries whose volume of trade is
not large enough to justify the establishment of a
national scheme. Co-operation in this field would
be of considerable importance, particularly to those
developing countries heavily dependent upon trade.
It is therefore necessary for them to take steps to
set up this scheme which could serve as an important
instrument in promoting regional economic cooperation.
562. Within the framework of the United Nations
trade promotion programme, regional centres have
been set up to function as servicing institutions. This
is a first step towards co-operative efforts in export
development and promotion measures. A regular
forum of heads of the national trade promotion
centres is required, however, to promote intraregional
co-operation, in addition to linkages among the
regional centres.
563. Promoting international trade flows among
countries also means streamlining technical aspects.
There is scope, for example, for the simplification
and harmonization of international trade documentation and procedures.
This work seems to have
assumed added dimensions in the context not only
of GSP and MTN at the global level but also of
the Asian Trade Expansion Programme at the
regional level.
5.

Shipping, ports and inland waterways

564. Developing ESCAP countries are faced with
the critical problems rising from high freight rates
and related transport costs, quality of shipping
services, the inefficiency of some ports in the region,
the lack of managerial skills at all levels and
categories and, in most of them, inadequate maritime
policies.
565. There has to be a continuation and intensification of projects providing technical assistance in
training maritime personnel the lack of which constitute a great impediment to the development and
expansion of national merchant marines in the
developing member countries of ESCAP.
At the
same time, efforts have to be made to establish a regional or subregional centre for maritime and port
personnel.

566. It has been will recognized that the acute lack
of shipping statistics places a great constraint on the
formulation of sound national shipping policies in
the developing member countries of ESCAP.
A
uniform system of economic statistics of shipping is
being implemented in a number of member countries
and may usefully be adopted by all the developing
countries in the region.
567. Another critical area which needs urgent
attention is port development and management in
the region due to the rapid technological developments in the shipping and shipbuilding industry.
Moreover, a port information system has to be
rapidly developed as a first step to improve
port planning and management.
The technical
assistance being provided has to be continued and
expanded. In order to increase port capacity and
to improve safety of navigation, dredging operations
are considered essential. The reactivation of a
regional dredging organization is considered one of
the initial steps to solve the problems of port and
harbour capacities in the region.
568. The shippers in the ESCAP developing member
countries are in a very weak position to negatiate
with the existing conferences over the question of
freight rates, choice of suitable vessels and adequate
shipping services. The efforts currently being made
relate to strengthening of the national shippers’
organizations, through the organization of training
courses and application of a set of models and tools,
which will enable the shippers to work out alternative means of ocean transportation at reasonable
costs. It is necessary to promote the formation of
subregional groups through the organization of early
consultations among the national shippers’ bodies.
569. The shipping and freight-rate problems of raw
material and commodities exporters can be illustrated
by the findings of a recent study of exports of
coconuts and coconut products from the South
Pacific area. There were too many ports of loading,
low production, inadequate systems of loading,
shallow draft, absence of pre-bulking areas prior to
vessel arrivals, high stevedoring charges, high intraPacific islands freight rates, use of very old vessels
in some cases, monopoly of shipping services to
Europe by one company, inability of the marketing
boards to negotiate with the shipping companies,
inadequate shipping services and continuously rising
freight rates.
The study has suggested various
solutions, some of which are: alternate use of the
ports of loading while other ports are accumulating
bigger cargoes, use of loading bins, introduction of
pre-bulking areas, introduction of new shipping
services and negotiation with the carriers through a
united South Pacific coconut marketing board
shippers’ committee.

V. Issues and policies
570. A successful approach to the problems faced
by exporters of raw materials and commodities is a
base case project being executed by ESCAP concerning ocean shipment of bulkable commodities by
way of cargo consolidation, i.e. natural rubber,
timber and other compatible commodities. Shippers
of rubber, timber and tin have agreed to consolidate
their cargo.
Careful choice of terminals at the
producing and discharging ends is necessary and
such a study is being undertaken. Suitable types of
vessels and charter rates have to be carefully chosen
and one such study has been concluded.
C.

INTERNATIONAL CONTEXT

571. Because of the recent changes in the international economic environment, the needs of the
ESCAP developing countries, in particular of the
MSA countries for inflows of concessional ODA,
have increased substantially and are likely to remain
at high levels throughout the rest of the Second
United Nationals Development Decade.
Only in
1974 was there a reversal in the declining trend of
the ODA real flows to developing countries, but
there has been a slight shift towards providing more
ODA at softer terms to the poorest and MSA
developing countries within the ESCAP region. The
positive response of the majority of the aid-giving
countries and multilateral institutions to the increased needs for ODA of the poorer developing
countries represents a small, but important step, towards reducing inequalities in income and resource
distribution at the international level.
572. However these initiatives, in order not to become just a short-lived phenomenon, but to lead, in
accordance with the resolutions of the Sixth and
Seventh Special Sessions of the General Assembly,
towards continuously increasing, predictable and
assured flows of financial resources at concessional
terms, have to be sustained by the long-term policies
of major donor countries. For ESCAP developing
countries it is also of the utmost importance that the
forthcoming replenishment of the resources of the
international and regional multilateral institutions
providing ODA is effected speedily at levels
adequate for the increased flows in real terms.
573. The attempted changes in the international distribution of income through increased flows of ODA
have to be combined with appropriate internal
policies to benefit both directly and indirectly the
poor in the developing countries.
The vigorous
pursuance of growth with social justice through the
implementation of appropriate policies by developing countries is needed, at the same time, to
mobilize the public support in donor countries for
increased ODA flows and their channelling towards
the countries in greatest need.
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574. Debt relief and other means of easing the
burden of servicing the accumulated external debt
represent another important element of international
community efforts to assist the developing countries
in overcoming the adverse consequences of the past
The ESCAP
trends in the world economy.
developing countries have a keen interest and should
keep under continuous review the implementation
of the relevant parts of the UNCTAD (Group of 77)
declarations made in Manila and Jamaica which
spelled out clearly the measures to be undertaken to
ease the external debt burden of the developing
countries.
575. The practices of transnational corporations
have given rise to a wide variety of questions regarding their effects on both host and home countries
in the ESCAP region and on their global impact on
the process of development and on international relations. Among the issues raised are the question
of the consistency of these firms’ operations with
national economic objectives; their effects on such
variables as consumption patterns, income distribution, balance of payments, employment and
labour relations and tax revenues; their role in
various economic sectors; the implications of their
global intercorporate and intracorporate relationships
with respect to restrictive practices and arbitrary
transfer pricing; and the extent to which transnational corporations may be involved in political
interference or corrupt practices.
Only sporadic
studies have been undertaken on some of these
issues, and there is as yet no comprehensive view
of them within the ESCAP region. Action is thus
urgently needed at the regional level to improve
understanding and to facilitate decision-making in
this important field.
576. Attention was called to this matter in the
United Nations several years ago with the Report
of the Group of Eminent Persons.
Action was
taken through Economic and Social Council resolution 1913 (LVII), establishing the Commission
on Transnational Corporations and the Information
and Research Centre on Transnational Corporations.
In its resolution 1961 (LIX), furthermore, the Council
called for the establishment of joint units between
the Centre on Transnational Corporations (CTQ
and the various regional commissions and a Joint
CTC/ESCAP Unit on Transnational Corporations
is being established. It is important that ESCAP’s
work be both relevant to the member countries of
the region and useful as an input into CTC’s
global Work Programme. It is proposed to devote
research and analysis to clarify and delineate the
economic, social and other effects of the operations
of transnational corporations on host countries in
the ESCAP region and to examine the effectiveness
of alternative government policies to regulate these
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effects in selected countries. There is to be a
follow-up and implementation at the regional level
of an international code of conduct for transnational
corporations being drawn up by CTC.
There is
also to be systematic collection, analysis and dissemation of information relating to transnational
corporations in the ESCAP region. An important
component of the work will be technical assistance
to member Governments on request and dissemination of information concerning the presence and performance of transnational corporations in the region.
D.

LEAST DEVELOPED, LAND-LOCKED
AND ISLAND COUNTRIES

577. The General Assembly, in December 1976,
approved the statute2 of the Special Fund for the
Land-locked Developing Countries to assist the
land-locked countries in offsetting their additional
transport, transit and transshipment costs due to
their geographical limitation.
The General
Assembly, inter alia, called upon all Member States
and the entire international community to contribute
generously to the funds in order to make it
operational in 1977.
578. The General Assembly recommended specific
action3 in favour of the land-locked developing
countries and called upon all the Member States
and the international community to give special
attention to the trade requirements of these countries
2 For details see General Assembly resolution 3504 (XXX) and
31/177.
3 Resolution 31/157.

including the possible provision of preferential treatment of their goods.
It further invited the
appropriate organs of the United Nations systems,
as well as regional development banks, to pay special
attention to the particular problems of these countries in their assistance to national, subregional and
regional infrastructural projects related to transit.
579. While recognized the particular impediments
hampering the economic development of many
developing island countries especially their
difficulties in respect of transport and communications, the smallness of their economies and markets,
their low resource endowment and their heavy dependence on a few commodities for foreign exchange
earnings, the General Assembly adopted an action
programme4 in favour of these countries and urged
all governments particularly those of the developed
countries to lend their support, in the context of
their assistance programmes for the implementation
of the specific action envisaged in favour of developing island countries within the framework of their
development plans and priorities.
580. The efforts of ESCAP to assist the structural
transformation of the economy of the least developed
land-locked countries and island countries need to
be strengthened.
It is necessary that a comprehensive action programme be formulated based
on a series of special measures and specific recommendations as contained in UNCTAD resolution 98
(IV) within the framework of the national development needs and priorities of these countries.
4 Resolution 31/156.

