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he economy of Southeast Asia has been in T relatively good shape in spite of the in- 
stability of the world monetary system, trade deficits, 
and the worldwide oil crisis. There are promising fac- 
tors for economic growth, opportunities for employ- 
ment, and possibilities of rising income. But Asian 
development presents short- and long-term problems of 
a very complicated nature. One of the most serious 

. problems is inflation and its impact on the social and 
political programs of individual countries. At the same 
time, there are severe shortages of basic commodities, 
such as oil and food. My own country, Japan, is 
among those affected. 

In many parts of Asia, agricultural economists ex- 
plain, fluctuation in food supply is due partly to the 
changes in monsoons. Every five to six years we ex- 
perience bad monsoons. Even the accomplishment of 
the Green Revolution, which a few years ago offered 
optimistic prospects for the food situation, was to 
some extent influenced by a combination of the intro- 
duction of high-yield varieties of crops like wheat and 
rice with good monsoon conditions. The sharp rise in 
production of staple food grains in several Asian coun- 
tries led to rather optimistic forecasts. But in 1970-71 
bad monsoons and serious shortages of food grains in 
this part of the world, coupled with worldwide shor- 
tages, changed the mood to one of pessimism; people 
started discounting the potential of the Green Revolu- 
tion and the development of high-yield varieties of rice 
and other crops. 

The worldwide food shortage was signaled by poor 
crops in the Soviet Union, whose supplies had to be 
supplemented from the food markets of the United 
States and other countries for a total of 28 million 
tons. The result of poor crops there and in some coun- 
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tries of Asia and elsewhere was a very sharp rise in the 
price of agricultural commodities, especially food 
grains. This was followed by a trend of falling prices 
of major agricultural commodities, and, for the short 
term, the food crisis seems to have abated. 

In evaluating the world food situation people tend to 
be influenced by such short-term supply and demand 
conditions. But there are some chronic long-term 
factors-increasing population, increasing consump- 
tion of animal proteins by developed countries, and the 
rising per capita income in some developing 
countries-which result in an increased demand for 
food and a shortening of supply. 

The consumption of high-protein food has been 
sharply increased in developed countries. For example, 
we in Japan now use four times as much milk and milk 
products as we did fifteen years ago. We consume five 
times as much animal meat as we did some fifteen 
years ago. There has been a very sharp increase in the 
import and consumption of animal feed grains, such as 
maize and sorghum. As a matter of fact, the shortage 
of foodstuffs in the Soviet Union two years ago was 
said to have been affected by this factor; that is, Rus- 
sians wanted to have more butter, more milk, and more 
meat, and the result was an increasing demand for 
animal feed grains. Such instances of increasing con- 
sumption of grain, even in richer countries, when 
combined with increasing population in large parts of 
the world, cannot fail to have an adverse impact on the 
world food supply. 

There is still another factor-the increased demand 
for food as incomes increase-and this is evident, for 
example, in India and Malaysia. As has been shown in 
many European countries and in Japan as well, higher 
incomes lead to the consumption of a lesser amount of 
food grains and a greater amount of high-protein food; 
in short, there is a minus elasticity for food grains. 
Other Asian countries besides Japan-most likely 
Singapore and Malaysia-will soon reach this stage. 
Malaysia may soon develop to a stage at which it will 
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be self-sufficient in food grains, but where high- 
protein food for domestic consumption will be in short 
supply * 

In many of the developing countries the nutrition 
standard is not yet at a satisfactory level. They may be 
producing as much food as they can market, but this 
does not reflect the attainment of nutritional require- 
ments, merely the purchasing power of the people. An 
increase in their consumption of food grains, as well as 
an improvement in the quality of diet, would bring 
about better health-especially if it were combined 
with improvement in medical care and greater knowl- 
edge of nutrition and health. In the case of Japan the 
improvement in health standards has been closely re- 
lated to the per capita food intake as well as to the 
quality of food intake. In 1972 the average life expec- 
tancy of the Japanese was 70.5 years for the male and 
75.6 years for the female. Compared with the prewar 
period, the early 1930’s, life expectancy is greater by 
twenty-five years. This important index of welfare is 
thus much influenced by the level of income and the 
level of nutrition. 

owadays emphasis is often placed on so- N cial justice, income distribution, andiso- 
cial development, but we cannot neglect the economic 
aspect of these issues. Without increasing economic 
output or raising the level of income, the basic welfare 
may not be much improved. Of course, socially and 
politically an equitable distribution of income is a very 
important matter. If the economy does not grow fast 
enough, however, the result may be the equitable dis- 
tribution of malnutrition among the people. This is a 
very key issue. It poses the question of how best to 
strike a balance between the different objectives of 
likely economic growth. At the present time the 
economic growth objectives have been downgraded 
and have sometimes become the targets for attack and 
criticism. Especially in Japan there are arguments that 
economic growth has brought about dislocations, dis- 
comfort, pollution, isolation of individuals, destmc- 
tion of natural beauty, and so forth. These critics tend 
to forget the beneficial results: better nutrition, longer 
lives, and less disease. Despite some negative aspects 
we note in the experience of countries with high in- 
comes, I feel that economic progress leading to an 
increase in income will be one of the major policy 
objectives for many developing countries. 

Where social development is involved there will be 
differences between preindustrial societies and postin- 
dustrial societies. In the postindustrial society there is, 
genedIy speaking, emphasis on such measures as pro- 
tection of the environment, well-developed pension 
schemes, and opportunities for higher education. In 
preindustrial society policies have to be geared to the 
factors or measures that are conducive to bringing 
about better productivity and greater.efficiency in pro- 
duction and economic development. 

The future will bring a growing demand for more 

sophisticated labor. Japan, for example, has em- 
phasized measures for increasing skills, transfemng 
labor from low-productivity sectors to high- 
productivity sectors, increasing the supply of scientific 
manpower, and the like. At present, however, because 
of the baby boom in many Asian countries during the 
immediate postwar years, we and others now face an 
explosion of the labor force. There has been a very 
sharp increase in labor supply in these countries, and 
the governments are under pressure to provide em- 
ployment opportunities for increasing numbers of 
young workers. Dr. Paul Prebish, well-known econo- 
mist of Latin America and formerly Secretary General 
of UNCTAD, indicated in a report on the subject that 
for Latin America countries merely to keep their 
employment rates at a constant level there must be 
a real economic growth of 8 per cent per year. 
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There are various alternative approaches to meet this 
employment problem. One is to maintain a high rate of 
economic growth, as some countries of Asia have 
done. If you attain a 10 per cent rate of growth you 
will generally face labor shortages after some period. 
Surplus labor, especially in agriculture, will be gradu- 
ally absorbed in nonagricultural sectors of the 
economy. This has been the case in Japan for the past 
fifteen years. We had a surplus population for many 
decades, and we complained of chronic overpopulation 
(particularly in rural areas), of underemployment, or 
disguised employment. Now, with the continued rate 
of economic growth of around 10 per cent maintained 
for over fifteen years, the surplus labor has practically 
disappeared, and we face a growing labor shortage. 
This is also the case in Singapore, in South Korea, and 
in Taiwan. Brazil is also now maintaining a 10 per 
cent rate of growth. 
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ny country that is in transition from a A labor-surplus and low-productivity 
economy to one of labor shortage, full employment, 
and high productivity may be able to attain a high rate 
of growth if it succeeds in combining various factors 
of production in the most favorable way. As additional 
countries attain this 10 per cent rate of economic 
growth-their number is increasing-there will be a 
greater number of countries that will want their 
policies geared to bringing about higher rates of 
economic growth. 

Many of them may not succeed, though, in attaining 
this high rate of growth. They may have to be satisfied 
with a 4 or 5 per cent rate of growth; and, if their labor 
force increases at the rate of 3 per cent or so, a 4 to 5 
per cent rate of economic growth will not be sufficient 
to take care of the increasing number of workers. They 
will face rather serious problems of underemployment. 

Countries .that for various reasons cannot obtain high 
rates of economic growth will have to introduce 
policies directly geared to the creation of employment. 
mostly in rural areas, but in nonagricultural sectors as 
well. This involves modifying the market mechanism 
somewhat and raises the problem of selecting from 
among basic economic policies. But for most of 
Southeast Asia I believe a high rate of growth can take 
place; the employment problem is likely to be taken 
care of by economic growth. 

However, I am not sure whether the countries of 
South Asia can raise the growth rate rapidly or high 
enough to take care of the increasing labor force sup- 
ply. If this is the case, employment-oriented policies 
will be needed. Iflhese countries do not provide such 
policies, they will face serious social and political 
problems. 

Another aspect of economic growth is the external 
one: matters such as trade, foreign, investment, de- 
velopment assistance, and the transfer of technology 
from industrialized countries to developing countries. 
These external influences will come to the developing 
countries in various forms. So far most Asian countries 
that have followed more or less market-oriented 
policies by opening their economies to the outside 
world have enjoyed relatively high rates of growth. 
This is because with an open economy you can enjoy 
more of the advantages of the international division of 
labor. Also, the smaller the country, the more depen- 
dent on foreign trade. Self-sufficiency is very difficult 
to attain if the size of the market, labor supply, and 
endowment of the natural resources are limited. Thus, 
these countries will have to depend heavily on intema- 
tional trade. 

There have been arguments regarding the advantages 
and disadvantages of the outward-looking type of 
economic policy and the inward-looking type of 
economic policy. The outward-looking policy looks 
promising in terms of attaining a high rate of economic 
growth, especially for medium and small countries 
endowed with some natural resources. In the long run I 

am optimistic, because of the structural changes now 
taking place in many of the highly industrialized coun- 
tries, especially in Japan. Today the industrialized 
countries are increasingly facing labor shortages as 
well as very sharp increases in the wage level. In Japan 
unions have demanded annual rises in their wages. 
Many of Japan’s export items, such as textiles and 
other light industrial products, are gradually becoming 
import items, and enterprises produckg these items are 
turning into comparative disadvantage industries be- 
cause of the higher cost of labor. One example is raw 
silk, in which Japan was one of the major exporters for 
many decades. Now Japan is by far the biggest import- 
er of raw silk. The Japanese ‘women wear kimonos 
made of raw silk imported from China, Korea, and 
even from some Eastern European countries. This situ- 
ation is due directly to the higher cost of labor and the 
labor shortage in Japan. Japan’s textile imports from 
Asian countries, including raw silk, were around eight 
million dollars in 1963. In 1973 the import figure was 
valued at about U.S. $1,100 million. Japan is now 
second only to the United States as an importer of 
textiles. 

Today countries like Japan realize the possibility of 
a dynamic international division of labor. Industries 
are moving from highly industrialized areas to less 
developed and less industrialized countries, partly due 
to the availability of surplus labor in the latter. Some- 
time ago I had the opportunity to talk with a German 
economist, who said there are two alternatives for 
meeting the labor shortage. One measure is to continue 
the importation of labor from labor surplus countries, 
like Portugal, Spain, Greece, Yugoslavia, Turkey; and 
from some African states, or to move the industries, 
especially those with high labor input or of a labor- 
intensive type, to areas where the labor supply is still 
abundant. This is actually migration of industries 
rather than migration of population. The countries 
whose industries have so migrated then import from 
those labor-surplus countries the products manufac- 
tured in those countries. The first alternative has been 
followed mostly in European countries, and it is rather 
likely that there will be a shift of policy emphasis. 
From now on countries may gradually export those 
industries that are labor-intensive and focus their 
attention on countries with relatively abundant 
supplies of labor. 

Japan, partly because of political and social consid- 
erations, did not follow the policy of importing labor. 
There was also another reason. Until quite recently 
Japan had a relatively large supply of underutilized 
reserve labor. Fifteen years ago workers in agriculture 
amounted to 40 per cent of the total labor force; now 
agricultural workers amount to only 13 per cent of the 
total labor force. If necessary, Japan could depend on 
the surplus l a h r  in agriculture to meet the demand for 
labor in industries and other sectors. In view of these 
two factors, i.e., the existence of available reserves of 
labor in Japan and the political and social considera- 



tions, Japan did not import Jabor from foreign coun- 
tries except during the wartime military regime. We 
feel that we should probably follow this policy in the 
coming years as well. When we in Japan face serious 
labor shortages domestically, we should encourage the 
migration of industries to labor-surplus areas rather 
than import foreign workers. This has already started 
taking place by the migration of industries to Hong 
Kong, Taiwan, Korea, Singapore, and to some extent 
to Thailand, Malaysia, and Indonesia. The labor- 
intensive industries that are losing their comparative 
advantage in international trade are migrating to other 
Asian countries where the labor supply is relatively 
abundant. 

here is another category of industries T likely to migrate from industrialized 
countries to less-industrialized areas. These are the 
natural resource-oriented industries. I was traveling 
with the then Deputy Prime Minister Tekeo Miki on a 
visit to several Middle East countries in December, 
1973, when Japan was facing a serious energy crisis. 
Many of those oil-producing countries were anxious to 
establish energy-oriented industries, such as oil re- 
fineries, petrochemical industries, fertilizer industries, 
steel industries using natural gas for the direct reduc- 
tion of iron ore, or aluminum industries using their 
natural gas and oil for power generation and their 
electric power for the electrolytic process of producing 
metal aluminum in Japan. 

This demand is noticeable in many of the developing 
countries. The countries want tG export their natural 
resources, not in the form of raw materials, but rather 
in the form of processed or semiprocessed products. 
Instead of exporting timber logs, they want to export 
in the form’of chips, timber board, paper, or pulp. 
Also, there is a growing demand for setting up those 
industries in many of the resource-rich countries. In 
fact, there is a growing trend for these types of indus- 
tries to move away from industrialized countries. This 
is very much the case in Japan. 

With the growing trend of migration of industries 
Japanese companies are now facing difficulties in 
locating their additional capacity within Japan itself. 
And there are criticisms that this type of migration 
means that the Japanese are now going to “export 
pollution” to other countries. That may be the case. 
But we should also note that many of the developing 
countries are anxious to establish their own steel mills, 
oil refineries, petrochemical and other heavy industries 
to process their raw materials. Eventually there will be 
some pollution in those countries too. Whereas in the 
highly industrialized countries people talk about pollu- 
tion of water and air, and they enjoy a longer life of 
about seventy years, in the developing countries and 

underdeveloped areas people enjoy abundant pure air 
and pure water, yet their life-expectancy is only foriy- 
five years. In the view of those in the developing or 
poorer countries the worst type of pollution is poverty, 
and if they want to solve the problem of poverty. they 
must have higher incomes. For that purpose they must 
have industries in their countries. This is the logic 
underlying their arguments. 

Taking into account the various elements I have 
mentioned, there is some justification for an optimistic 
outlook that industrialized countries will gradually 
slow down their rates of economic growth, especially 
of industrial growth. At the same time, the developing 
countries that succeed in developing industries may 
attain higher rates of growth and may enjoy the fruits 
of accelerated economic growth. There is also another 
factor that should be noted; that is, in highly in- 
dustrialized countries people tend to consume more 
services than commodities. They want to have 
good music, good museums, and visit good restaurants 
rather than eat more beef or consume more textiles. 
This is the general tendency Professor Collin Clark 
introduced in his theory years ago: When income is 
rising, people in highly industrialized countries tend to 
consume more services and relatively fewer physical 
commodities, and this may result in their growing 
disinterest or loss of interest in producing more indus- 
trial commodities. At the same time, people in less 
industrialized areas tend to be more interested in pro- 
ducing industrial products, especially where they can 
succeed in developing the quality of manpower and 
solve other problems that inhibit the establishment of 
industries. It is on the basis of these complicated and 
interlocking variables that I base my long-term op- 
timism for development in Asian countries. 


