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The Inward and the Dutward LoohLn- Countries 

ef Southest Asia and the Economic Future of the Reg,,'ion 

1. In this paper, I shall, discuss the two different patterns of economic 

developnent which have taken place in Burma and Indonesia on the one hand, 

and in Nalaya, Thailand aod the Philippines on the other, in the post

war period. (J) I shall then consider some of the implications of these 

different pataerns of dcvcloment for the economic future of Southeast 

Asia nnd th. role of Japan in promoting economic developlcnt in the region. 

2. The Soutblzjsi: Asian countries have two broad economic chnracterist:ics
 

which distinniJ, them from their neighbours, India and China. First, they 

do not so f;ar uffer from -varpopul).tion in any serious way. With the e::cep

tion of Java an! parts of Vietnam, the region as a whole possesses a consi.

dorab)e amount of undar-uti]Ised lad and naturOl resources offering ]os

cibilitJics of further economic epzmnion, Second, their rel]atively small size 

ard populatioa are not favourable for the creation of domcsLc markets large 

enouh for th.. Bctting up of heavy capital gooms industrics rc uiring the econ

omics of sca2w. Even InJri,.sJn, h IGrz is_.much 2.a:,'cr than !:h,. oth, . M; 

widuly r- for the L,:,'ilding up of a larg.e coeslive irna markiettcu.::t 


3. The:c t.(o condit:icns, M'aen togct e, suggont that the typo of oconomic 

devel.opCn pu:.icy alypr a for the ,cuthca: . Asian con'virs will b.' dife-. 

ent fro thosc, rdnptcd] in 30.a or in China. in ihese big Ov erpnpu)atad coin

trias, tho )a the pIysical pro,lm of co.ih,ati.'bvic economic r'raoblcn is bcar 

food rhor-a.u P., the prc;; u'o of polnu3ption on v'. a .ic~i ].:'nd, lieoHe 

heroic :nna .urn have to LP :dopt.ed to control prespt coneu.Ttjion and raise 

zaviing arlo iiv Knhnt PYo t- : the fut.ure, thy int:tO cf econCo;mic grcwdi 

m.iy be :.M:i.cic:.: to cope w;it thr poyi] ion vopJ.5:;ion Ta cforcu tMseo 

heroic vrn.Cn rou co:,r-y to eac"c: i u n. nd rta! c .tnol:1A t L'.;.y Up, n i ,.- i:ii. n ed 

over t,:h""r' ..:;Via':ce ra'n'mL/u thr,nih a sy tcm of ct ral l).apning. .nl 

.
1.,:a: c'ne:,i.Com e',- .,Ie;A SU:i Asia to a 

favo'rab.e econ:o.::c o:nvi p. 4 and u ,i'ncic innL 'ti oV wich \,ill l,'d 

to a ,ar' e:kl... iva n' fu"n." :",a iLh.reatMS'., abnmd ant 

cont rIoK;; 71,eMt'O .e 	 in ,ca . iS b'o.o raoat 

of and under

Uti..ei d mco c(iv. , e Pre'.cl ion of ahnVer s. I ,air Ca:: i s;nilus 	 food 

(1) 	 14' tOnly dIa .: ; t ,T ,'.od l.:(0.. i65h. It is d i fficu)t to obt ain infor

ab!'". ; 3960
winatiofl ;:b)'t som:e'ROf t h:c.TA ' M i P, . Ia 



subistnc 6furmct,l sa r ternastiona/ :t Sotes onre in 

aeyt Owdent ves oe frigidexpeianto im ;,hpstv sekeooi nt i nsaihi:mrelyibngof 

/ 4:econi ots and ria eaconmcepnsieronrmsed bnyHyaunderhald 

boelo . s a fore fhe economic .u:dthied natual resounes ma sed ac ospwrngloard . 
CI r19 1j :l< 

auho 

'~~treonomic-dhy with ha S hhev gdsliroo td in th 

,gOrlowh Aan, Indieaioryhin~ard-atepta10wrdokingcnmidlptahi approac 

elupmonaa anonei ichoent caial 

. . :.po~cland owadsthir ptnti ometis arkts, But shpsycha allys inthes 

a un atrchicde~ t herd not lkly toscing'i the te.Suth-o evelpeneoics= aran ? 
4.I oIt thse bro ap ear c- c M T l 

oeis tuo ourtwinar.'bek ineeot
'sequntin thn-fr the aldota poloicy, 

mdakin a rcular usea:esio exstn fo intenainaQete of their93opotntes 

ad afond uluey oeitt pfen wdr ee t setehirnward-ookto ng on i theirmret;blof o Theivn i uwientsizely.path ie dhalnopmet, i-r 

ra1o reilesco-operatinons.hlogcahy com adIndoneia d e coeI h. p eu etol rooed in he 

anttstheid e omifoliwedSsuchaeantadleoknngotyed econohei 

oundcy a.fteir .some
S"ad,: \#iheah of disaanponent vcillationsse havene 

nthee, tyries ter ing hethepolit ical a psych ological att itudes cunti d r 

:' tl~,urn re o ncy h xerniene~tsl notwever dur:ing to ar and aroub- .' 

i tniy a nd iprI 11 de ve 

e~ia eoncr s i he -wa ypuasths powroijtil atdpsychialoig 
attpoitudes rind thse rco oic fnr clo inorc, and " tienr e co ic r 

trac thr, .011PI", etal. or lfill pesum toier ~ letei";ti-yin 

o11unt of nrvt r 



govrnen acti!.:;.!}l"on 	 ccelerat-e ,their rtsofeo
to .change.:this patrtn 

]z~mc: growth , Thus, tl,c 'IY.,postwar- yeam Burna s.rcmake ting board ;: - .. : i ....... 

ii:: i .wa:s mathcfd by thii!eiThaiigov'errinent monopoly'of the rice •export " tr ade and~i the.. /!:. 

nsleIAA1~AA,0'A "6-
Phlppns

St z~~ " .-IA' epliyo
.' .- A 

setin up So 
,1 

aletowofatre'A' l~~A'p-	 -' 1A 

innt apart :oim inc~reasing nationalincfiome,: should aloflfl woimo)Ln 
o:"i sa contie:r"educe......bjeiesg()tocng tervt :ag-icultur ..... 

'- :i~tions and: to;e~t up a si,%eable doiicstic manufacturing sector;:: (ii): to tro-Ls-,'i:Ii-'?... .. ' A' n ra l 

:,i:::r a..growing ,harc of' the incomes., economic act~ivities :and economic powerl :. 

frmtefegcs 	 t]ther own'people by chan-inp, the-pro-war economnic." 

•pyra-mid .domiuated. by :bi-. Wetr uepie ttetptnd by the Chiinese and 

6,Sartiqf,.om tlh.,; coi-:inon reaction against the ',colonial :economic pattern" 
'AC(nz,]'cnm~ y~ DwI :L 

counLrieo- likc tle Philippines 
Corel Uiiorlt roi,191 

(1), Malaya 
h.X 

or Thatiland seem to"hnave sen e -

early that: it easier and qliickeT to the economic%,ouldbe c changeo structure
ad tile pattern of distribution -of inom' an"cnmcatii ,i h 

~total volume of national output .ware expandiug, rapidl~y than in a. situation 

of economic stagnation or slow.grow.th. They .also seem to have realised that, 

given tile basic conditions: of their eonomis, tho .key to expanding thir .total 
national product was to tic found in .expanding the. volume of their exports,. 

:: i'Sintce a l.argr- !harc of tlrlese export.,, was produced by the. foreign ,ow~ned mi n e ,-," 

and iplantations,, the gdvcrnmient~s of the'se :countries Cook.care. to iraantce 

-te security Of-foreign, pr-operty and freetdom to romit profit,, and geerll 

created a 	favourable ectonomic enviroinment wlhicli clicouroged th~e foreign en
not only "to,teprisescontinue their existing production-but also to under

",:ois 

new methods of production and organization. Countries 11-ke-thle ~ihi'lippines 

i::- take new .ivs~ae, to. strikce out into new,linesc of and to initrodu~ce 

- ,'..(1) r) U fller.a1ccount Of the .1ijp1.no economic n1ationalisIm e F.11. Colay,, : 
..T Phlippines. Pobli. Polic I (' I Pe, 



1 1t y 

foreign inv.;.,:,,\ - han fde trn toolbt co c "itltha suchl~ az fr wh.n place, 

th rviigiretiesr'athe thnsru1 an ba exporropritos 

7.CutiesieThaintod fores iiieotu*manytrij tidrCl l 
acame torel.ise tht:e in";bign iati( ~ IC adi th Olyn iS-t 

inreniurs Theete ntfresignl ent0errises bnudit loenthei ow natsioals. 
Thsthe prohiin a xermntathgernmentLdiferntiaft.erbbi f dvar 

mo shreofI P woldbte er theircurren n)ilnoly, lrepreneuos throuch trae vaatiohinov byi ol-,tioc proetive,.le. Buthold" . 

aoatipoducerst.; tlexpand) 


'-~toe adpt ti'o con ormirncet condtons an rdeas corcuro.
 

enforig, txhne nl ariceupru sctoru also
 

ine 

II 1 i 1j a ' i m h of i t r 

"routuch asmaize ll.the brimeming, ae ultivausiof he vailabtle suplyn ofa- .... 

......8.tin,povntsg difleooi netie n datgst i 

8Incnrscountries, like Burmaa and-Indonebyie-si~a were obsessed .yth 
a thalonc ae foreign enterprises wre allowed to re-esabllyh thgm

solves ii the export industries 0 
on the economyo o the feltitht the riuh ponicyss o takeiant:,1o p of Lae0 

t im e
wuar baroudo ih prouction o discorage theuifro renewing their acti

tep, proghouretpreso utries werenore interted in getting a larger 

share ofLhie cak. irrespectiva ost of hat was happonng to telissize of 

ri etotal. outpu t. .yeover,there ws anertain mbivale ceinhtheir atitue 

he.Talu fw ye•- Thus , o pvrmayatr a u ofO eor nt tmcgove-rnen. On 
mhe onoo, 1ibeai the rice t coitroug cuirrne ot mieanee ntiv.a
iOnUalsation of freign cmpanices on udy tat tith gronl cxpoio n of .... 

im por tant 

oreign rs. On theotler, swthe govrnmeno had btained control of ti 

iaturalrsources te : mvalkiagle and s ob eft in th hapds of 



mine an 	 and epr p"c, ,
planaton 'ote ene 	 g44r44444effort4.444'4' 

to xpndproucio. A tispoit hegovernments seemto.......che
 

' 	 n'e~ e~r s~ 4' 4'i ; ' 4:i~.~ 4', 

to 	 f: i .ver :: e eelf'in hat it wsn ot :nt..impora... to~c ay o ithopaythi s lne::7. .ia!.:f~i 

econom ,_i : andsdertehd attnt reources t'eoi tpatern tina Cio nd." 	 indutri-::ecnerpispatn and der ad thdian atntCine Bdrurc's txorthe indti
f e state-!to:: 

ox attahe"Ths lmsorecvr f up or r mueb.,44 :
alizatio rgrmi hefr ore~ ulf3 	 factor"es, 
andint c setorsurma, to bi otl oilovredpoectsain . . ..' ", .ttibesnd, rt h onferetaw 	 te:iefficivsoPana fo bekds 	 osno0rdeaI e 

trnpr an elcriiy In the earie perod Bum did Cli po3
: ~iiltc of f obseind"Jint Vntues"a with Wtesercn'ton iotli8 pa rinlarly :"/4. 	 .......
 
...... toe ceciod proco." Ato tise points theo sof ee for inc uyesdalent to 

eingtha itcro -" cea to aove asong ioertan to carytothowarhinsf corgni
 
,. ~ a" ..... part empoy postive sincetvs
n. 	the fieldof manfating.... fromlingto Oilooman 

: "comepeteor 	 nadutionalsd notony much cameou foreies,aus~l~o therdirlo 
mn iand fsore o dr orever ed the proia velad ts in. 

ptrno ma belecicin In the e periodtBin e the o xrlicr 


cilompane wielh er aloedn o ce ut f hi thea coun..ry di nos 

9ff r adate ecaty e i ilelingtv to epo pitivestos. inCoten s 

on eurpand ee todutan, incresinly foegat firveittithde toads forei 

en,oil nationel,compatni bT .Wstewer and ato sth inBurma's cx..ort.sye thef allowedpaat thepot-waeip 

ii antrib oaret s ne reove lto eand prdeur level Tiefi ny

whco rndian hep 	 in nbue. 

d om 

paterpt exand tayeeSortArosr andonsiamoeover, for s ion o erns, forodctioan,in 	 i ththe eforiges buidto frnpantheim 

ow atioas the h vr eaeiCory of m t he rien eprtcs muf ertlnsloe ree 

9.d 	abuma an itsopi ling e lo tve.Toseoch i inzentivs

epolletion of. crnp from the peaslanls thale fof raing to poriy litler 

orn and iamipcin policies. ct of fone Clo chargin enotrasbeve, 

orth and oragemcrktt and, oreovbe kt en prdcUO i tor Ste1.(pesat itd 

atew onpoe lelovrci andeciaide, (1)~fco hersn rcs feeyhn 

* 	 10. Under the shelter of import controls, some small scale domestic manufac

turing industries sprang up in Burma, in fonie cases owned and run by Burmese 

entrepreneurs, who apparently were able to obtain capital from :the windfall 

---------------------------------------------- I-------------------------------

(1) 	 By 1956-55; Burma's index: of production of all zgricultural comiiodoties 
(on a 1934-38 base equa].to J.00) qaqs 88 compared to 152 for Thailzind, 
J.37 for tie Philippines, 131 for Malaya and, 122 for Indonesia (ECAFE, 
Economic hir:vev for Aniand l:he Far .:ast) 1955, p, 195). But there 
is Cgeneral. agreement that: tile valuec of agricultural outpuc is under
ci; t:1.ilated 'in Burmese national accounts. 

http:equa].to
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profits arising outeof the allocation of import licenses. But unlike in 

the Philippine<,,these infant Burmese enterprises never gained streinth for 

:-number of realono. First) theremwas thev iisided policy.of wppolesa 

port liberalisation in the early 1950's which frittered away the foreign o 

exchange rese s' accumuiljated during th Korennboom. ext,' reimposed imn

port controls heavily handicapped the import of machine ry and materials by 

the private entrepreneurs as a larger part of the scarce ford exchange was 

diverted -to capital intensive projects 'in the state sector. (1')' Finally, 

there was the continual threat and the progressive carrying out of a nation

alization policy, from l.arge foreigni-owned enterprises down to small Burmese 

11. The geneval dimensions of economic development in the Philippines, Thai

auad and .alaya On the one hand and Burma and Indonesia on, the other can be 

illustrated by the following table showing the percentage growth in their vol

uime of exports and in real. national product in the late 1950's compared with 

their re!spective pre-*war levol (2). 

1.958-60 Export 1960 level of Aggregate' 
Volumes as %of Real Niational Product as 
1937 plvel of the pre-war level 

.. 	 The Philippine r 163 201
 

Thailand n u149 191
 

Malaya 167 164
 

Indonesia 	 11l
'121 

Burma 	 ill
.43 


(1) Buira's public investment is estimatcd Lo have been about 477 of total 
fixed investment duiring 4.he laCe 1950s (com,,pared to 263X in the Philippine,
an-d 24% in Thailand) ECAb1E, 1Econom-c Survey for '-sia and the Far 1961,% 

p.27 and p. 30. The Survey' g'oes On to state: "Ln the oEiht-year: (1953-60) 
* 	 plan of B~urma, for instanice transport, comiminications and power w;e:re to have 

absorbed 1:3 pe-rcnt of total governiment expend-iture or: 77 percntL of- public 
investment, This lias been considered excesive in an economy which has barely 
recovered pre-war levels of production especially in agriculture, and where 

. more attention nceds to be -iven, to :&gtentiug direction p.oduction".. 

(2) Thieoe calculation s Lire reproduccd frcin Dotiglass S. 1Paau17'n exce~nnt 
iarticle ol "EconomicProgres o f Southeast Asia", Journal of As.ian Studies, 

NoveOmber 1963." rroLssror su'.scalculatj.o,miand support Clio -renhn. 
general view of those acqiuaintcd with thce posto-war econormiic conditions in ' 

Southeast: Aia. For my own assosmncnt of. i- sitiation' see "Problems of 
Econoinic Devolopment in Sou th.*Ea t Asi a", -Royal Central Asian Jouirnal, 

* July/October 1963. 

: 	 • 

- 3". , : : :: . . 'i ' .. . ..- ! , .i 	 : : . , . : -> , -: ..... /: 	 L - '
 

i, ? ;> ;' ::",:: ; : i' ,' -' , ,;,'.i ": :: : i' " ' :'.:? ":'-' 
, -. " b,.":::;' . .;,'Y % :!/':"!:. ;'::,":1;" 	 A:.
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12. These figures comparing the post-war period 1946-60 with the pre-war 
levels g'vc a 'ntter picture of the relative economic performance of the two 

groups of South.' east :Asin countris than the usual method coaparing the 

averao annual growth rates in Aggregate real product starting only fi:om 1950. 

For ins'ance, taking the period 1950-59, the ECAFE' Economic Suvyyo)f Asia 

and !ie 1i: p. 11 gives following annual growth 

5..1; i.1.onsia, -3.6%; Thailand, 5%, and the Philppines, 6%. But these cal
cu].aticns do not bring out the fact that Malaya, Thailand and the Philippines 
very ra'pid1y recovered thi)r pre-war levels of aggregate real. national,. pro

IF.ar .961, the rates: Burma, 

duct by 1947 or I..940, whiereas Burma did not regain her pre-war level of 

.....
r:.e real product until. 1957 and Indonesia, not until 1953. Thus, in 

terms o: r'mnual growth ratc.,: in aggregal:e real proclucts, the Phlippines is 

esti? tcrd to have gro.m at 50^, during 1946 - 47, and Thailand at 30% during 

19"6.dK7 and at 15,3% during 194.7-50. (1) The high rates were possible during 
the r:liMlit-tion period a.; these countries vere .eorely making good the war

tine interruption or damw.age to production and were :.a.rely retr:acing their 

pre-,,ar paths of production on t1li basiS of pre.-c' .s tia, land and labour 

and methods of predtction , A this took place before the CFi figlres 
start.ed, On the o[-ter hand, the ETAFE f5.guren include 7 years of ]ul'l"a's
and 3 yeors of Indone.sia :labilitaticn period :hen the rate of expansion 

in na.c,.i outpw: could have b e. c.ch hig]ier thlan the growth rattes for 

the P.Ji iins and Thailand \which repr,,.nlted gcnuij.iic].y new economic grow,.7th 

over and'i .bove their pre-,m;: prodIuction. 

13. Uat ,ionr, the causs o.,fslow a-ares of ccoaC'nic recovery in Burlna and 

Indonc io -,lnd, the rn.d rotes of r111ov(.y ad nca ockmono:mlc ',o,.u ill , l)aya. 

o!]
a,;,d t, 

and e:irf* c lcito..s c y (J account , ,1i '.e-ec... 

Tha .. ; t' ):]i.1ipp.iicsi Th r0 . nl.-:,5r' ; peeci! ctrr,; tof':.ces 

\..,,.c]1 T. par Zv .. the.se 

Thus, wa,* tiie d..:.:".. to --e-riIl capii:;.l nv.1s vcry severe in butb,."thell 

i.";;,: . :1.l1 ' "rc ill ti e l'i-.1 ippin,::. Th h re :;iI-do.ii in law and o .'dcr a dJ 
I( +"o "in ,-'.-*.,', + ".1 !w.";,'1,1 'I~ ,-"I r i I , ".L IC 

....I0 .1.....,. .:,+., ,C). i :i.l ;' hi ire at."'u,itilog ra :icbi.tIL ut=].y bee.n . s;ozto 

]Burn'.", (I(o orry ,u . tOhl., l ayi.,ha Vo[' coot .it h.t "'trn , and t1e 

lPhil i.l'pi n wi th Ih! inl rub..1w.i ea int I: a:v'.n . ,h :e hatve ;,:doa .l.,vmlces 

for [1. specie. (;.:,,'m;tz 'ce. .it ii d fi.;'i.ctnlt: o av'oid thie colcI.u;:Ciol that 

a ].:r:e 0 ihe for pocr c cc oi iic p,.ri of(..Ct.1 expl.anat'iom : ..... tce BAirim 

allt IdiK a'iv.:UC ut o econi .c: p i ad, in part i1 in. " u 1, i:t in [ 01".,01. t: t 

(1.) CC, P auw,, .0-75 /. ,.:odpp, 8.2-,83 

http:iI-do.ii
http:start.ed


-U

culnr tie inward-looking attitude which failed to appreciate the vital im

portance of e::port expansion for economic growth and preferred ccntralised 

economic planning and controls based on direct state activity to the use of 

positive economic incentives to encourage both the foreign and indigenous pro 

duccrs to expand economic activity. The post-war breakdown of production and 

law and order emphasised the need for using ccono.mic incentives to hasten 

economic. recovery. But instead, the governments of these countries pre

ferred eunberous and corplC: methods of planning .Vd control which vere 

beyond the decision.ma_in. capacity of their politicians and the admini ,;tra

tive capacity of their civil ser-jant:. Burma, in particular, was distractcd 

by high c:pectations from her development plans from pressi'g forward with th 

vital tshs of re-establi~shirug law and order amd physical reconstruction, 

particularly in the areas which produced her raineral nnd tiher .xports. 

The hope of so'mn of her po.iiicia,' that insurgency would uto;.iicalJy die. 

as the fruits of tlv economic developme.t plans becaie availabac showe2d a 

compte..(., failure to understond that the "' of cvL lCpmln:, if thyfruits (ee 

.:ere !,:.L:1 ...a: .r. ,:otid rac1.1,,,o.-to . . u acic a cr J1].so'".,.r . 1 bey 

arme!d rcl-tlion. 'ihciy mIT.gh: ats well h;,%ve tried to cure i cae of acute : ,
 

pendic-.tiS by givingl vitaemin pills,.
 

14 ~(h::n i:cod thai: the oot-rd ,.nt ...ccit 'ie0.s of [-,e ;,hilipprc;, ThaiL1cm 1
 

and 11la., have [e!n )bleto e.pand boit their c::pcmts and til-ir national in.

thanzi andcolner fa t:ci 1: the inward looking countries of Luri;a I'itdoncsia, how 

far do t.L, :uccccd in attai:.M.,.'; tbc two furtlher obj ectives (i) of epar,.tig 

dom~r.'cuic ".iaanfcturii; indust:y and rCdu ing theilcp:!,n)e ca a fe, C.port 

1 , ) 0. i and activitiescon.-o'.I J .. and ( o rcdi . tribn t:ig c o:c;es ccoIOic.c in 

favor of: theiir Ow:n ]'cop.e ? 

1 .5 In he Sou h.,t Asi e rnc.mri .c sctLing, it .n not ,os .i"b,, to .ustair 

the e-.:,n,;iO~n of I:!:::the ?t: c 1.enuactuY , J.udust'ry utl s:s c::n'orts are ai.o 

c~Jp8 I,'lqrpid1. , :he s ,CLiwe. Thii:: i.; so bhLcLIa: c, givei their pre:sent. 

st~g of ccon c:. ic n vw. tol :.:.nt the Soutlii ",s . As inn co,,untrios ]h.ve t'o imlportC 

fro ,, imuch of IIcI ,--, . equ,1.ple;( c:!(IL shl . Ted ;c rrncnue ad frequently 

lIIu(;h o/. . ...'I-. , C l l:,:i:,,rin , TUiS,, w.hil ith' proce,.ss of inldustrialii,.:1. 

:.:',:ti,:n is 51:12'.y to bc: h,21., t,, by frcq-, e. 1,,eIn cc of payment"; crim2 ; in 

cour~t ri: a; i.i:e Thue'ne end fin,'.eiai becen:e o[ in su Cfic icet fore igl eXChanlI,,:: 

Siret2 |' JI. lI.e I j)to d L 1ol.C'smoo0thly i thl2c oteru', 1t; p :cc ite"'.:ild 

couL-!L ; whiCAt C,111 C(fltnlrd all I. pailditpi, !;Ult:,ly O: foreign exchwige through 
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exports of further inflow of foreign investment. Further, countries like 

Burma and Indonesia by insisting on stat:e ownership 	 and control for the new 

industries, may also be held back by the limited supplies of civil servants 

who are ccpetent to run and mnage these cnterprisos. Whereas countries 

like the Philippines and Thailand by encouraging private enterprise of their 

own nationals may l,c able to create and draw on an expanding supply of private 

of theirentrepreneurs who have gained experience through th z. ;sistance 

goverrurents. This is in line. with the statistical evidence provided by 

changes in the contributions of Agricul-Professor Paat-. -. ho has measured 

sance (includimg mining, manufacturing, constructure, Industry in the broad 

in the narrower sensetion, electricity, gas and wai:cr) and 1.. facturin. 


in Burma, Indo:,e: in, Philippines and Th.,land during the 1950-60 decade,
 

(le uses current prJ.ce:s for lack of suiteble data al constant prices for
 

Burma and Indonesia c.nd takes three-yearly averIages to smooth out short.

show that tl fastcst iate of st;ucturalrun fluctiiations.) Eis results 

change las taken plazce in the Philippines where the ,;ha:-:c of agriculture 

in na.mOL.. output ,'' to 34"/ by 195t'-60, c':,parcd to 3'7, for Thaii reduced 

land, though thc rate of decl ir. for Tlmilcaid war; so;::&h.at greater, The 

rise in tIh share of n.anifacturing in the narrower seiua was also 1-ost 

roughly doubl:g om:a 9 to l$).'o Industry as arapid in the. Philippines, 

whole eZ:a' dd at Chsame ratc! for the !,"IihJi ppines aii! 'hai'an , at a ratc 

much fst:er t:han for -,urma. ..hile Burma s:,,:c:d et>:,nsion manufacyc.r,. in 

turiug in the ntrrower :nsc, I;]c share of ;-.ricutire in her natioa!. out°

put rewmiucd much hi-hv:r than 1n llili.pp.ines and and " he I,=i. t.e 

J:n'! t1:he 	 Oare, 1ricult:u 2:c iin3.tt:try i n..hardly a'Y c , relative o' ad 

donesia Luring the drcade . (1) 

6. ht,.o-h- jctveo rdjn~ d:e:i-, on, a. fw expolrt .CoolnCJ.od..

tic,;? Il:re also tlh, otwrd !o,. I.g ca.,nt'!ic have 	 achievcd a litt.le more
 

ar Still hi.hi ly c! 'pc .:ucce';,a ]tsAlhough 11]. the Soufthc,:,:.,l in c:otultri(!'; 


The r: pid e .pa., ; 4.c: or- -Tpr ts .rOm the Philippine 5

denlt on o f,:. e.port'. 


w r. 01 ly ugh the i.I of t e olde,.
Thailand a.rd0i "' ",,a ach:.cv:r1 (,ilzlionti:r 


e'cpor:s:' hut al.o thzr.c'nq,,h the .aIdStion of nc.: OYF-Yri co,.dities, For insta,
 

ec I".,i ,; .iIrc' demand for her rice by the
Thailand coi:iper saLed for the 


rii. :.,of TT Iay10 (1;,V;)yi:lut r:nfaua only the
cl] ,?d rlol:C ports. e 

repl.an:LI , of. Lib e nO.vwj" ighlh- i.VI n ber ;:i!,'; but alo the C!Xpqinliol of
 

af: pa,.1ra oil. Th po,.war de.v1e.pment of iron mining III the
 
l10W cyop such 

'p 'TT. 
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East coast of Ialaya promises not only to contribute to economic diversifi
catiou but also to longer run economic development. In contra.st, given the 
drastic reduction in the exports of petroleum, timber and minerals which 

foro&ied about half of her total in pro-war days, Burma is now more dependent 

than over on hWr rice e:ports, Similarly, the quantum index of Indonesian 
exports cover only her four major exports, petroleum, rubber, tin and copra 
•and dies not reflect th rodvced volumes in a wde variety of minor exports 

which she haw WWfe.ed in the post.-war period.
 

17, The piCLUre is not :.'plaeciably different when we look at this matter 
more broadly in terms of the- ratio of exports to total national products 

in these countrics. From the figures given in pnra. I., we should e'pect 

the ratio of e::po-t to total nationa product to be declining in all 

countries exc:cpt Way, thoulh for S ':1:ut different reasons. in the ME.. 
ippines and Tlhlcnd, the ratio would be decliinirg Secausu tha rapid o:pan
sion in exportc: ,-:x;
been nccom:ypanied by :'n even more raoid c:parnsiou of
 
toclO nLatjona], product. ]in ]3Mrma,. it wvc,] r:declining becaLure of an
 

abs.olute deciL.na in the vol.um of eports wh.t]L very little gro;th in total
 

national product. This ctcus to be binra out by the direct c:: Lit.*. of 14 
ratio of export; to nationn;J inco;e ;ivcn by Vrofcaor Pau According 
to him, com.pacil, ; .1930 with the avera, for .P57-59, the Phbilipiino. has 

redu!ed the ratio Lw GNP frv,K exp t.o 20k, to 97; ThailunJ hae reduced "1,o 

ratio..: e:-port; to bur Gro:.s Geographic:,:. W!rOcuCt fromn 19Z to 16%; flri.. 
ban roduced the . Hio of c::port:; to her CDP from 3.. to l9Z ; and Indonesia 

from 24Z to W7,. These fJ..ron haveoto 1 . t:ren:cpr.tc.d ca,,t:iou l. First, 
the co,ncept of th,.ntic, n-rl pz:,o,uct u:s-d in ca!lcu.ing the ratio varies: 

ioj:aj i'Cldc ;OP soti Product) 

ceogy',aphLic;;] Product[). W M.cd . and rao J. .:TIt1;here 

GVI (.O 5 P.L) (C" W IYUP (C:n--,

sin;Ic. '':e varying d,

grec:= of overv;:,. ion of cuy:rency, i;"ar.iculnrly in :indoncrsin .'' in the 

Phil ppi n. (,afoviL.the dev:lunation of Ioe pnso in 1.96Z), Takin:g thi.s into 

acCouanl I'.'
oens,; .;,u.. ":;...,ts thaLV -nh,rat io of exp'ort to MationW. pro-. 

ducts in both cu.2 .riar, was acound 1'X in t,.L.a [:e 1950's. (1) Taking it 

by and tnrgo, we m:a concJude that coon t'rie like th 7hilippoiev and Tha.. 

land have nov Mycas ed but have ieduced to soo:e o::ent the ratio of export 

(1) ]:auw, Ion c , p. 0, 
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to naioal 'piod-uc t:~C1n1aV'1O' policy of eyport exIsonadte 
cal~o bsad o e mvedeendntonex~ports: than BrandIndonesia. 

J.8. Granted that, <withiout increasi.ng th~eir dependence on enports, the 
PhIilippi~nes nd Thailand have becntmre successful in increasing the share 
of inmdustry and in reducing the share of agriculturQ in thei.r economics 

(2) 

LhnBurIma and 'Indonesioi, 'how 
further objetv oficesinfg 
and' economc atvieoftheir 

far are they successful. in' ackieving the 
thc share of thei.r naitionals ,in the incomes 
countries? He~cr since B3urmna and Indo

~ 

'I 

nei.a pursued this goal ofcooi nactonalis'm thro'ugh dircct~ take-overs' 
' ' ''bythe state an~d the' Philippiies and' Thaiilaind pursued this objective in

d'irfc-c Jly by encouraging thc pr v tet r ri e__te r__________.---it--i --
"":';difficult't Mle 'meningfulj comnparison. Although statistics are not 

avialoi. ol guess that: throug-h progressivc nationalization of 
foreign onterpri'sds'the govcrrimrits of llurma and Indonesia would by now 
control a larguir share of tho total economic activities of th,-it countries 
than do the governmunts of- the ]?hilippincs and Thailand and their private 
nationals taken together. But as we have seen, while Burrma and Indonesi~a 

l. - ",--.-- ---.. I

are getting a larger share Of a smallor or a Less rapidly gro',inr cakce, the 
Philippines and Thailand are increasing the relative shores of their nation
als in 'a setting of rapid ec-onomic expansion, progressively acqu'i!ng exper
ience and knowledge to better their position fCurther. I-ost' impnp:tial obser.
vers in the Philippines ind] Thailand would agrec that the relatively open
policy) towardS fore7ignl entferpisn adopted in these countries has not led 
to foreign econom;ic .dorn1intiou and the. rc-ces;tablishmout. of; the; foreign
11stranglchold" in the way foared by Buirmia and ludonunia. lUoreovor, the 
governmocnts of the- P~hilippines and Thailand have not followed' policies 
of l1aisez-faire whitch -,light have handicapped. their nationals, but a judi
cious system' of governme"lnt Support to improve the optiveposition 
of their private entr eprencuro. Hero ag-An, the Philippines seem to have 
----------------------------------------------------------------------------
(2) Tho ratio of c.u;ports to UDP i-omains high for the Federation Of,Ma-Ilyn at 'bollt 90'1' butL 3110 has been able to achieve a conisidetabledoece of stability due to export ta-cos and othc-r factors. Cf0. 11. ilairvie, "E:or.hultiplier and the1 'Stability of' the Federation of Hl'a.a', r conoiy", IMhloyan J-,conoinic ev'iw,, April 1964, 

pp. 80-89' 
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the Economic Union is to be~ on the basis of Regional Planining, co-ordinatine, 

investment plans to avoid diplicatin productive capacity, insuperable dif
ficulties and jealousies would arise over the Bcographial allocation of 

what: are'considered to be the more desirable types of i.ndustry. For, in

stance, iwhich country is to get "thc Steel MilApart from. these sub

jr3ctivc obstacles, the different patterns of'cconomic devclopment which 
have taken place in the last two dccades in the two groups 'of countrs 

are bound to' create genuinely serious structural problems for regionaJ.' 

integration, To take one obvious example,.- cono.ider the diff-i utis" Of 

a Payments Union between the strong and stablo currencies of the outward

looking countries with those of the inward-looking countries are deeply 

rooted in their slow, rate of export cxpansioni and their policies which have 

resulted in a chronic state of suppressed capital flight, if: ifs difficuilt to 

see how the rates of exchange of these currenciets; can be brought into line 

with the others, without radical changes in their economic policies. 
24. 1 have said that the process of iJ.mport-subtituton in the outwaxd-r 

looking countries may increasingly feel the limitations of thesmallnesc. 

of their domestic markets. Most people Jump too readily from :his to the 
conclusion that therefore the only remedy is to have a wider Common Market. 

There is also another path which deserves to be explored. It is frequently 
forgotten that while a small country may have a small does tic market, the 

size is not necossarily fiXed once and for all. It car( in fact be in

creascd appreciably even within a relatively short. period both by the 
growthi of populXion and 1)y the growth of per capita income. Thus., if t:he 

outward-looking Southeast Asian couttries can continue: to e>:paud their -x

ports by. increasing productivity in their existilig li.nes of. primary exports 

andby creating a favourable economic environment which mighti, with luck, 
enable them to strike into new lines of primary exports, thcy may be able 

to expand the size oftheir domestic markets quickly enough to keepon 

adding further stages of import Sus.titution, without being held back by 

a foreign exchange shortage. If- they can maintain this process for some Line, 

their domestic indus trial base may becoiit strong enough to elnable. them to 

supplement their prima).. e pots -. ith further exports of manufactured and 

0iseni-proCessed goods. 
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rhn inteanstontof liare sphecir n-effxorts heptemiean fort instnce the 

dintig JVpics dapanseexprt sian rice e arila hsaoutes haiv 

ienanabbnr tocopnspa f i byentiojetin exports ofodithon snduc

rigiadsho
ture ofe flurma agricutue see~n mo)(r b YailidepndPrin.l' 

ricte frCom Trmao Thisi be uon ofpuppr(1)twl howevernshoAld Sdy Eaft 
I'ima"oPraton to4 inc Japerdse cpt aontc"hicltassis.,_ont 1lurma1 
t1h 1-9so6f4, te nnpoa~exot n hripr-sbttt~ 
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S2.rg r,ting new industries. under coniditioens of limi ted markets and their 

f6ilstance shouid be particularly valuable in Burma. 

28. Apr ruh scpcial effrf dire cted towards5 the inward- looking 
countries, I should liker to suggest that Japan's 2role is not mecrely to 

expand trade aloing existiing lines but also make flexible adjustments to 

enab.Le the SclitheasL *Asiaun countries to make their. crucial transition 

from .the export of primary products to' the exports of manufactured goods 

and to extend tho scope of their manu r-ac tu ring iyidlustrics from this do

me:;tic to the world market. The Southeast Asian countries can learn 

~-~--ue-fomJaanIs~pliics doduring-h rron2tacton-pe riod .--- But-. 
thoy will be further assistemd if Japani (together with other advanced 

countries) were to adopt a policy, of progressive withdrawal. From the 

exports of simpler ianufactures to rmake room for the Onports from the 

underdevelopcd countries arid' to turn progress;ively towards the. export of 
the. more compley, and capital and sI~ilJ..intonsivec products in which her 

cormparative a.vantaes are increasing. (2)
 

1)I -,peakr ho(re purely _-s an out.side econoiniot who has no coninectionn
 
withl the Government of Butrma.2
 

(2) CE, Kiyoshi Kojima, "The ]?Ltturn of Triangular Trade -.inong the. U.S.A., 
):' ?i {!ii~d'a -. L ,'}> . -:"52 A , .- S .q> :{Japan aud Southeast iAsia", i" Thc mwo.o cnm-1A., 

- :. : ' ,3962 and also Tosh.iaci .21Yoshihara,2 "Japan's2 *TdeWith5 'y ,3? ' j "'' DONroi0ping>c,> . " { Cou-: 12 :. .. ' 

1.he. fsane ftnue the Journialt.ries" 1*1n of for further discur-sioti of. 1t;e 
.2- 2 2 224 2' " : :.2 . !2 : ::,,2 ,' 'anljustmontts which -may be. imade in the Co-mmodity coi-,positioni of Japan", 

i:i 22:0 222:2 ::-..7 ~ i22y222.2pc t°': 2s2 2P' o <2a,-t):ade with Southeast Asia.
a2d 22omi: 22b~ d 2i 2 2 2 s 
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