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Abstract: This paper reviews evidence on the evolution of international economic
integration of Asia-Pacific countries, and discusses the extent to which this explains
their recent growth success. It starts with a review of some theoretical arguments in
the growth and globalisation debate, which is followed by a presentation of facts
about Asia-Pacific international economic integration and growth relative to other
regions of the world. Then we discuss the causes of the growth acceleration in the
Asia-Pacific region and reflect on the relationships between policy reforms, openness,
and per capita income growth. Finally, we draw some tentative conclusions about
future growth in the region.
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1. Introduction’

All men are created equal, or at least there are no significant differences across
countries in the innate abilities of their populations. Thus, they are potentially equally
productive. This suggests that a reasonable hypothesis about the distribution of world
production across countries would be that it is distributed proportionately to
population. Since the bulk of world population is found in Asia, one would expect the
bulk of production to be located there. Historically that was also the case. Around
year 1000 Asia (excluding Japan) produced more that two-thirds of world GDP, while
the contribution of Western Europe was about 9 % (see Table 1). As late as 1820

Asia’s share was 56 %.

Table 1: Regional percentage shares of world GDP, 1000-1998

1000 1500 1820 1870 1913 1950 1973 1998

Western Europe 8.7 17.9 23.6 33.6 33.5 26.3 25.7 20.6
Western offshoots 0.7 0.5 1.9 10.2 21.7 30.6 25.3 25.1
Japan 2.7 33 3.0 2.3 2.6 3.0 7.7 7.7
Asia (excl. Japan) 67.6 62.1 56.2 36.0 21.9 15.5 16.4 29.5
Latin America 39 2.9 2.0 2.5 4.5 7.9 8.7 8.7
Eastern Europe & former USSR 4.6 5.9 8.8 11.7 13.1 13.1 12.9 53
Africa 11.8 7.4 4.5 3.7 2.7 3.6 33 3.1
World 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note: Western offshoots are USA, Canada, Australia, and New Zeeland.
Source: Maddison, 2001, p. 127.

Until the 18" century Asia was thus the most important part of the world economy?,
but then it was left behind as the industrial revolution took off in Europe. While the
UK increased industrial production by a factor of seven from 1750 to 1820, China and
India only expanded it by 20 %. The 19" century and the first half of the 20" century
was a period of increasing dominance by Western Europe and the USA, with a
dramatically widening gap between them and Asian countries. In 1950 China’s per
capita income was 4.6 % of the US level in PPP-adjusted prices, while Japan’s was

20.1 %.

During the second half of the 20" century there was again a dramatic, but this time
positive, reversal of fortune for Asia, and in particular for East and South-East Asia.

By 1998 the real income levels of China and Japan had increased to 11.4 % and 74.7

"I would like to thank Rick Wicks, Christer Ljungwall, Dick Durevall, Justin Yifu Lin, and Naoyuki
Yoshino and other participants in seminars at Goteborg University and Keio University for comments
and suggestions.

% In 1750 more than 50 % of world industrial output was produced by China and India.



% of the US level respectively (Maddison 2001, p. 185, 215), and the “tiger
economies” had seen vast economic improvements. Figure 1 shows how per capita

incomes in different regions developed during the last millennium.

Figure 1: Relative per capita incomes by region 1000-1998
(World average = 100)
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This recent period has been characterised by increasing interdependence of national
economies and by the international scope of product markets, distribution systems,
capital, labour, and technology. This trend towards globalisation has been manifested
in the sustained growth of world trade as well as flows of investment and technology,
and in the convergence of national economic and social systems. We will discuss the
importance of this process of globalisation for the revival of the Asia-Pacific region

during the last half-century.

2. Notes on theory

The history of the Asia-Pacific region is thus one of economic decline followed by
revival. There is a range of explanations of the existing international differences in per
capita income levels. A straightforward one is that it is due to geography, but then it is
hard to explain why income levels were similar earlier on. A more sophisticated
version of this explanation is that there was a temperate drift, which means that
although climate initially did not lead to income differences, geography became

important when it began to interact with certain technologies. Acemoglu, Johnson,



and Robinson (2002) note, however, that the real reversal of fortunes came in the 19"
century and was an industry-related phenomenon, and there is no reason to assume
that climate is more important for industry than for agriculture. Their explanation of
the divergence, backed by a range of econometric tests, is instead that the countries
that are rich today are those that had good institutions in place at the time of the
industrial revolution, particularly with efficient protection of property rights. Those
countries thus became rich because they had an institutional structure that made it
possible for them to take advantage of the newly emerging industrialization

opportunities.

Acemoglu, Johnson, and Robinson argue that property rights did not matter so much
when the major investment opportunities were in agriculture. But when the new
technologies required broad-based economic participation for successful
implementation, security of property rights and of institutional structures more
generally, became crucially important. They argue that early industrialization was
such an instance, where investments from a large number of people who were not part

of the old ruling elite, and thus the emergence of new entrepreneurs were required.

So why were the conditions for a successful take-off not present in Asia, while they
existed or were created in some other regions outside Europe? This is a huge question.
The answer by Acemoglu, Johnson, and Robinson is that it was due to the differential
impact of European colonisation. They show that the colonised countries that had
been relatively rich, urbanised and densely populated around 1500, are now relatively
poor, whereas those that were relatively poor and sparsely populated, such as North
America and Australia, are now rich. They argue that these reversed fortunes were
due to the fact that Europeans were more likely to introduce institutions encouraging
investment in regions that were previously poor, while they were prone to pursue
extractive strategies in the densely populated and better-off regions. Large populations
and relative prosperity made extractive institutions more profitable for the colonizers.
They could choose to force the population to work in mines or plantations, or use

other systems to tax the population and extract resources.” Their hypothesis is thus not

? Entering China, which was not colonised, into the regressions along with countries that were
colonized does not change the results.



that some former colonies are poor because of plunder or dependency, but because the

colonizers set up institutional systems that were stacked against industrialization.

However, all countries in Asia were not colonised. The spread of European
institutional structures was in some cases instead hindered by the isolationism
imposed by strong domestic governments. From the end of the 15 century China
changed to an inward-oriented policy regime," and from the 17" century Japan set up
systems to isolate the country from the rest of the world. Both China and Japan thus
had governments that actively tried to shut out foreign influence. This meant that new
institutions were slow to penetrate into these major countries. The growth acceleration
in Japan came after the Meiji restoration in 1867, which led to growth supporting

institutional changes.

One type of interpretation of the economic miracle of East Asia thus emphasizes the
importance of institutions and incentive structures a la North (1990). So if the
institutional structure is the key, one would hypothesize that the recent positive
reversal in the Asia-Pacific region (beyond Japan) is due to a transformation of the
institutional structure in the direction of the one existing in the successful

industrializers.

Economic analyses of the miracle have generally been done within the framework of
mainstream neoclassical economics or that plus institutional economics. A standard
prediction from neoclassical growth theory is that there will be income convergence
or at least conditional convergence.’ Lucas (2000) believes that per capita income

convergence will be one of the major events of the 21st century. He predicts that best

* «“By 1500 anyone who built a ship of more than two masts was liable to the death penalty, and in 1525
coastal authorities were enjoined to destroy all ocean-going ships and arrest their owners. Finally in
1551 it became a crime to go to sea on a multimasted ship, even for trade” (Landes, 1998). Similar
restrictions were put in place in Japan from the beginning of the Edo period in the 17" century.

> Sala-i-Martin (2002) summarizes the last fifteen years of intensive research on growth determination
in six points: “(1) There is no simple determinant of economic growth. (2) The initial level of income is
the most important and robust variable (so conditional convergence is the most robust empirical fact in
the data). (3) The size of the government does not appear to matter much. What is important is the
“quality” of the government (governments that produce hyperinflation, distortions in foreign exchange
markets, extreme deficits, inefficient bureaucracies, etc., are governments that are detrimental to the
economy). (4) The relation between most measures of human capital and growth is weak. Some
measures of health, however, (such as life expectancy) are robustly correlated with growth. (5)
Institutions (such as free markets, property rights, and the rule of law) are important for growth. (6)
More open economies tend to grow faster.”



practice policies and institutions will be imitated in the lagging countries, and that this
will be sufficient to bring about faster growth there. Institutionalists are generally
somewhat more pessimistic, since they believe that the character of institutions and
incentives is highly path dependent. Their argument is that network-externalities and
vested interests hold back change, as do informal constraints in customs and

traditions, which are hard to change through policy reforms.

An abundance of econometric studies show that institutions are significantly related to
per capita income levels. In regressions researchers use some proxy for property
rights, which generally is highly significant in growth or income level regressions.
But a range of different institutions is highly correlated with security of property
rights, so it is not clear what specific institutions we should focus on if we want to

improve growth prospects.’

The World Bank’s (1993) explanation is that good institutions and policy paved the
way for investment and productivity growth and thus for this East-Asian miracle.
Development-oriented states managed to create institutions that could lower
transaction costs, and they also pursued increasingly outward-oriented policies. That
the emergence of a growth-supporting institutional structure is important seems
unquestionable. However, we know that there have been many attempts at
institutional reform that have not delivered the goods (Easterly, 2001). Why do they

work in some instances, and not in others?

Crafts and Venables (2002) argue that the world is not an even playing-field, and that
the chances of joining the growth club are unevenly distributed. East and South-East
Asia is the most recent major region to make its income level converge towards that
of the “rich club”. Crafts and Venables argue that most studies so far have
underestimated the role of geography. They believe that economic size and distance
are important determinants of development, and that agglomeration benefits dominate
the process. In their approach the issue of transaction costs across space is crucial.

They argue that this is really what should be at the core of globalisation debate.

% Engerman and Sokoloff (2003) agree that institutions matter, but they warn against basing growth
theories on exogenous institutional change. They argue that the historical record don’t support the
notion than any particular institution, narrowly defined, is necessary for growth.



Globalisation is generally about the integration of markets across nations, which is
generally assumed to reflect the reduction of international transaction costs. These
costs depend on geography, although they may to some extent be altered by

technological changes or policy interventions.

The way economists think about international economic interactions used to be
governed by Heckscher-Ohlin-type models, while the new theories of trade or new
economic geography provide another perspective. According to the classical models,
resource-allocation and trade are determined by factor-endowments and technology,
whereas the latter type of approaches also lets comparative advantage be determined
by the scale of operations and agglomeration factors. The location of firms still
depends on factor endowments, but now also on access to final and intermediate

goods markets matters.

Crafts and Venables (2002) argue that Lucas’ view of the world is too simplistic and
too optimistic. They emphasize the need for the new economic geography perspective,
where one also allows for changes in the costs of transport and for the importance of
economies of scale. The theory developed by Venables and Krugman (1995)
incorporates these features and shows how concentration of production varies by trade
costs. When these are very high production will tend to be dispersed. When costs are
reduced from this high level there is first a tendency towards concentration, while at

even lower trade costs there will again be decentralisation.

The theory as set out by Krugman and Venables (1995) aims to explain both
agglomeration and dispersion of production. The starting point is that investment in a
country is determined by a combination of internal factors and factors characterising
the relationship to other countries. The domestic factors are factor endowments, skills,
technology and social infrastructure. The international factors are access to world
product markets and to suppliers of intermediate goods, factors or production, and

knowledge.

Classical trade theory would suggest that globalisation or reduced transaction costs
make it possible for countries to exploit their comparative advantages, which depend

on factor availability. The new theory assumes increasing returns to scale and



imperfectly competitive markets. Location-decisions are assumed to depend on factor
supplies and prices, and distance to demand and supply. The theory implies that size
of markets matters, that is, manufacturers want to be close to large markets and in
these markets they can then also pay higher wages. If labour is mobile, these high
wages attract labour from other regions, which enlarges the market in the growing

region even further.

The new theory suggests that the level of transport costs affects the pattern of
location. At certain levels transport costs will lead to agglomeration and at others to
dispersion. Input-output linkages matter, the thickness of the labour market matters,
and technological externalities matter. When wage gaps become large enough and
transactions costs fall there will be relocation of production from the centre towards
parts of the periphery. The main point in Krugman and Venables (1995) model is that
convergence will not be uniform. Even if all poor countries were to get their
institutions in order, they would still not all take off at the same time. Economic
expansion will occur sequentially in different parts of the periphery. Reduction in
transaction costs cannot fully compensate for large institutional or other domestic

problems, but they do make convergence more likely.

The interpretation of the Asian resurgence within this framework would be that
transaction costs eventually became so low that the low cost East Asian countries with
improved institutions could profitably exploit increasing world demand and trade

among each other.

3. Globalisation and the Asia-Pacific take-off

During the 19" century Asia became a less and less important economic player on the
world market, and by 1913 it supplied only a tenth of world exports (see Table 2).
Then the world economy had a dismal spell until about 1950, but from this time
onwards the world economy has in the aggregate done exceptionally well. World
GDP grew more than sixfold during the second half of the century (Maddison, 2001,
p. 125). During this period there was also a large increase in international economic

interaction and integration. Exports as a share of world GDP rose from 5.5 % in 1950



to 17.2 % in 1998. During this period Asia came back on the world market in a big

way, doubling its share of world exports.

Table 2: Regional percentage shares of world exports, 1870-1998

1870 1913 1950 1973 1998
Western Europe 64.4 60.2 41.1 45.8 42.8
Western Offshoots 7.5 12.9 21.3 15.0 18.4
Asia 13.9 10.8 14.1 22.0 27.1
Latin America 5.4 5.1 8.5 3.9 4.9
Eastern Europe & former USSR 4.2 4.1 5.0 7.5 4.3
Africa 4.6 6.9 10.0 5.8 2.7
World 100.0 100.0 100.0 100.0 100.0

Source: Maddison, 2001, p. 127.

If we focus more specifically on the Asia-Pacific region (excluding Japan, Singapore
and Brunei, which are in the high-income category), we see that it doubled its share of
world exports during the last 15 years of the 20th century (Table 3). The Asia-Pacific
region is now a major world trader, although there is a considerable spread among the
countries in the region (see Table A3 in the Appendix). While particularly China,
South Korea, and Taiwan (the latter is not covered in World Bank statistics) have
done exceptionally well, such countries as Cambodia, Laos, and Myanmar still do not

matter at all for the global economy.

Table 3: Regional percentage shares of world exports, 1975-2000
1975 1980 1985 1990 1995 2000

High income 74.6 733 76.7 80.4 71.7 73.8
East Asia & Pacific 5.1 5.6 8.6 10.5
Europe & Central Asia 4.7 5.0
Latin America & Caribbean 4.9 5.2 4.0 43 53
Middle East & North Africa 8.0 4.3 3.1 2.3 2.7
South Asia 0.8 0.8 0.9 0.8 0.9 1.1
Sub-Saharan Africa 3.9 2.7 1.9 1.4 1.5
World 100.0 100.0 100.0 100.0 100.0 100.0

Note: Brunei, Japan and Singapore are in the High-income category. The other ten countries listed in
Table A3 in the Appendix are in the East Asia & Pacific category.
Source: WDI 2002

One may also reverse the perspective and consider how important exports are to the
respective countries by looking at shares of exports in GDP. The Asia-Pacific region
is now (along with Eastern Europe) the region that is most dependent on foreign trade
as exports make up 42 % of GDP (Table 4). It is noteworthy that China is much more
dependent on international markets than is Japan, which only exports about 10 % of

its GDP (Table A4 in the Appendix).



Table 4: Regional exports of goods and services as percentage shares of GDP, 1960-2000

1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

High income 123 129 145 179 202 209 19.8 208 21.9

East Asia & Pacific . . 102 163 21.7 213 26.0 314 38.0 422
Europe & Central Asia . . . . . . 23.0 315 39.8 438
Latin America & Caribbean 103 99 95 104 123 156 14.1 150 165 174
Middle East & North Africa . . .. 466 424 256 33.1 31.8 303 38.0
South Asia . . 52 71 7.8 70 9.0 128 133 15.1
Sub-Saharan Africa 26.0 247 225 26.0 32.1 287 272 285 285 319
World 12.6 13.1 140 17.5 199 20.5 20.0 21.5 232

Source: WDI 2002

Another aspect of international economic integration is the increase in international
capital flows. Tables 5 and 6 show official and private net resource flows. In 1970
private flows to the Asia-Pacific region were rather small and were dominated by
official transfers, but since then official transfers have been dwarfed by the rapidly
expanding private flows. By 1995 private flows were about 9 times the official flows.
The 1997 Asia financial crisis temporarily reduced the flows, but by 2000 they were
increasing again. Thus, the Asia-Pacific region is a major arena for foreign
investment, which may be an indication that countries in the region provide an
economic environment that is sufficiently competitive to attract foreign capital. In
South Asia and Sub-Saharan Africa, by contrast, the inflows are tiny. However, the
attractiveness of an Asia-Pacific location may also be due to agglomeration effects a
la Krugman and Venables. It is likely that Vietnam has better growth prospects than,
for example Kenya, due to its location, although Vietnam has worse institutions in

many respects.

Table 5: Regional official net resource flows (million US$), 1970-2000

1970 1975 1980 1985 1990 1995 2000
East Asia & Pacific 1317 2405 4186 4669 8306 11795 8864
Europe & Central Asia 346 547 3633 2328 4844 10741 8554
Latin America & Caribbean 983 2893 5272 7794 9152 12489 2010
Middle East & North Africa 578 5625 9572 8157 9686 1620 396
South Asia 1272 3674 5149 4861 6968 3157 4011
Sub-Saharan Africa 886 3380 7182 8903 16635 14251 11453
All developing countries 5383 18523 34993 36712 55591 54053 35287

Note: Official net resource flows are the sum of official net flows on long-term debt to official creditors
(excluding IMF) plus official grants (excluding technical cooperation). Net flows (or net lending or net
disbursements) are disbursements minus principal repayments.

Source: Global Development Finance 2002.



Table 6: Regional private net resource flows (million USS$), 1970-2000
1970 1975 1980 1985 1990 1995 1999 2000

East Asia & Pacific 830 4693 8912 10915 19402 97448 51481 65693
Europe & Central Asia 262 2316 9878 3110 7692 27214 47703 45446
Latin America & Caribbean 3251 12486 24594 7264 12630 62937 109819 97305
Middle East & North Africa 572 3737 -1035 6813 384 1231 2184 1074
South Asia 95 187 1237 2409 2162 6905 2141 9254
Sub-Saharan Africa 784 2274 4237 1029 1287 10404 11164 7074
All developing countries 5794 25694 47823 31540 43556 206139 224492 225846

Note: Private net resource flows are the sum of net flows on debt to private creditors (PPG and PNG)
plus net direct foreign investment and portfolio equity flows. Net flows (or net lending or net
disbursements) are disbursements minus principal repayments.

Source: Global Development Finance 2002

We can also look specifically at foreign direct investment (Table 7). The East Asia
and Pacific share of world FDI increased from 5 % to 13 % from 1980s to the 1990s.
However, FDI only constituted 2.7 % of GDP (Table 8). The economic take-off was

thus essentially built on domestic investors.

Table 7: Regional percentage shares of foreign direct investment (%), 1971-2000

1971-1980 1981-1990 1991-2000
High income 82.1 83.8 70.7
East Asia & Pacific 5.1 13.0
Europe & Central Asia 0.3 0.3 3.6
Latin America & Caribbean 11.9 7.4 10.0
Middle East & North Africa -2.2 1.6 1.0
South Asia 0.3 0.3
Sub-Saharan Africa 1.5 1.2
World 100.0 100.0 100.0

Source: WDI 2002.

Table 8: Regional foreign direct investment, net inflows as percentage shares of GDP, 1981-2000

1971-1980 1981-1990 1991-2000
High income 0.5 0.7 1.4
East Asia & Pacific 0.7 2.7
Europe & Central Asia 0.1 0.1 1.6
Latin America & Caribbean 0.8 0.7 2.4
Middle East & North Africa -0.4 0.3 0.7
South Asia 0.1 0.1 0.5
Sub-Saharan Africa 0.3 1.3
World 0.5 0.7 1.6

Note: When there is not 10 years of information, no estimate is reported.
Source: WDI 2002.

Foreign aid played some role in the initial stage of the Asia-Pacific growth
acceleration, but at its high point it was only slightly above 1 % of GDP (Tables 9 and
10). Now it is less than half a percent and it primarily goes to the poorer countries of

the region, namely Vietnam, Cambodia, and Laos

10



Table 9: Regional percentage shares of aid in GNI, 1960-2000

1960 1965 1970 1975 1980 1985 1990 1995 19992000

High income . . . . . . . . . .
East Asia & Pacific 0.89 1.02 123 087 0.77 0.61 0.85 057 053 042
Europe & Central Asia . . . . . . 028 120 134 1.17
Latin America & Caribbean 027 0.74 0.61 037 028 049 047 038 034 0.26
Middle East & North Africa 462 229 178 290 185 1.16 256 1.14 0.87 0.71
South Asia 231 239 1.64 263 225 145 150 1.10 0.75 0.72
Sub-Saharan Africa 0.97 247 194 260 293 490 641 622 438 4.44
Source: WDI 2002.
Table 10: Regional aid per capita (current USS$), 1960-2000

1960 1965 1970 1975 1980 1985 1990 1995 1999 2000
High income . . . . . . . . . .
East Asia & Pacific 08 10 14 18 25 24 48 57 54 46
Europe & Central Asia 1.4 09 04 04 24 05 77 246 242 229
Latin America & Caribbean 1.0 34 35 43 59 84 11.8 133 11.7 9.7
Middle East & North Africa 86 50 54 292 409 238 435 210 17.8 156
South Asia 1.8 29 19 44 58 42 53 42 32 31
Sub-Saharan Africa 1.3 38 4.1 102 20.0 21.2 355 32.6 206 204

Source: WDI 2002.

Parts of the world have had problems with a heavy international debt burden, and that

has also been discussed in connection with the Asian financial crisis. However, in an

international perspective this part of the world is not generally heavily indebted

relative to its GNI. The largest absolute debtor, Latin America, is deeper in debt than

is the Asia-Pacific region (Tables 11 and 12). Still, there is a large debt burden in

some Asia-Pacific countries, which makes policy making there more difficult (Tables

A1l and A12 in the Appendix.).

Table 11: Regional total international debt stocks (million USS$), 1970-2000

1970 1975 1980 1985 1990 1995 1999 2000
East Asia & Pacific 11162 29019 94080 175068 273983 547489 673379 632953
Europe & Central Asia 5028 13825 75627 141940 219850 350925 496400 499344
Latin America & Caribbean 32548 82795 257197 408132 474720 649398 796192 774419
Middle East & North Africa 4822 27629 83832 135741 183471 214228 216166 203785
South Asia 12270 22953 37816 67569 129481 157289 167320 164375
Sub-Saharan Africa 6921 19633 60898 107104 176883 235256 216326 215794
All developing countries 72751 195854 609450 1035554 1458389 2154584 2565784 2490670

Note: Total debt stocks (EDT) consist of public and publicly guaranteed long-term debt, private non-
guaranteed long-term debt (whether reported or estimated by the staff of the World Bank), the use of
IMF credit, and estimated short-term debt.
Source Global Development Finance 2002.
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Table 12: Regional total debt as percentage shares of GNI, 1970-2000
1970 1975 1980 1985 1990 1995 1999 2000

East Asia & Pacific 84 11.0 21.1 29.1 298 31.0 363 312
Europe & Central Asia 17.8 362 58.1 539
Latin America & Caribbean 20.3 226 345 60.7 446 39.7 464 409
Middle East & North Africa 123 185 220 326 457 439 369 317
South Asia 149 17.0 162 23.1 324 333 288 27.0
Sub-Saharan Africa 11.4 153 235 564 630 77.7 71.6 713
All developing countries 109 133 21.0 340 341 383 437 39.1

Note: Total debt (EDT)/GNI (%).
Source: Global Development Finance 2002

What has happened to per capita incomes in the region during this period of
international integration or globalisation? Since the 1970s the region has grown faster
than the high-income countries or any other region for that matter (Table 13),
although Japan has seen a period of stagnation since the early 1990s (Tables A13 and
A14 in the Appendix). Japan is the major exporter from the region is absolute terms,
but at the same time it is the most inward-oriented country in terms of exports to
GDP. China has opened up very rapidly and has had the reverse growth pattern, with a

dramatic acceleration from 1978 onwards.

Table 13: Regional annual percentage growth of GNP per capita, 1961-2000

1961-1970 1971-1980 1981-1990 1991-2000

High income 4.4 2.6 2.4 1.7
East Asia & Pacific 2.9 4.5 59 6.0
Europe & Central Asia . -1.6
Latin America & Caribbean 2.6 34 -0.8 1.7
Middle East & North Africa -0.8 1.1
South Asia 1.8 0.7 3.5 32
Sub-Saharan Africa 2.6 0.8 -1.1 -0.4
World 34 1.8 1.4 1.2

Source: WDI 2002

So what has been the impact of this dramatic Asia-Pacific growth acceleration on
income levels? The East-Asia and Pacific region (excluding Japan, Singapore and
Brunei) has a per capita income level which is still way below the world average in
dollar terms (Table 14). But if we correct for purchasing power the estimate for the
region is 58 % of the world average (Table 15), still less than a sixth of the OECD
countries. Thus although there has been convergence, the bulk of the Asia-Pacific

countries have as yet not caught up with the west or Japan.’

7 There is also an ongoing but not conclusive debate in the literature on growth clubs. Zhang (2003)
has undertaken a convergence study for 10 East and Southeast Asian countries. His conclusion is that
there are two convergence clubs. Five of the countries, Hong Kong, Singapore, Malaysia, Taiwan, and
the Philippines will converge to a high income and eventually catch up with Japan. Four countries,

12



Table 14: Regional GDP per capita (1995 US$), 1980-2000

1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

High income 10102 12452 15483 17377 20000 21976 25388 26887 29210 30035
East Asia & Pacific 194 208 256 312 396 520 705 1020 1177 1252
Europe & Central Asia " . . . . . 2783 2069 2195 2331
Latin America & Caribbean 1983 2199 2549 3064 3548 3280 3275 3607 3770 3856
Middle East & North Africa .. . . 1753 1926 1827 1774 1853 1943 1983
South Asia 186 201 221 222 236 277 332 387 446 456
Sub-Saharan Africa 473 543 609 668 658 600 587 549 561 564
World 2613 3101 3661 3971 4391 4583 5019 5170 5491 5631

Source: WDI 2002

Table 15: Regional percentage shares of world population, output, and relative per capita
income, 2000

Population GDP (current GDP PPP  $-index PPP-

shares USS$] shares shares index

High income 14.91 79.15 55.24 531 371
East Asia & Pacific 30.63 6.54 17.22 21 56
Europe & Central Asia 7.83 2.99 7.17 38 92
Latin America & Caribbean 8.51 6.35 8.35 75 98
Middle East & North Africa 4.87 2.09 3.48 43 71
South Asia 22.37 1.90 6.71 8 30
Sub-Saharan Africa 10.88 1.02 2.47 9 23
World 100.00 100.00 100.00 100 100

Source: WDI 2002

Most of the Asia-Pacific countries have sustained high growth rates for an extended
period of time. It seems safe to say that they have achieved take-off and have moved

into a phase of self-sustaining growth.

4. Causes of the growth acceleration

What are the factors behind the growth acceleration in Asia-Pacific? Here we discuss
how these have changed over time, and how these changes have affected growth
prospects. However, within the confines of this paper we can only give some broad
indications about the causes of the growth acceleration. We will consider seven

aspects.

First, there is a world economy outside Asia that provides trade opportunities, and
also provides resources and technology for the East-Asian economies. In terms of

economic growth the world economy went through its best spell ever during the

China, Indonesia, Korea and Thailand will converge to a lower level equilibrium. In panel estimates the
Philippines are excluded and Korea is included in the high-income club.

13



second half of the 20™ century. This meant that, relative to the previous half-century,

there was increased scope for export growth in Asia-Pacific.

Second, East-Asian countries have certain geographical and location characteristics.
Basically geographical conditions are given, but the cost of a peripheral location
relative to markets for inputs and outputs may be reduced if transport and other
transaction costs are reduced. Ocean freight rates fell a lot during the industrial
revolution, but during the second half of the 20" century there was only limited
change. Air transport rates, however, fell dramatically, and the advances in
information technology made communication fast and efficient (Findlay, Williamson,
2001). Since the bulk of world markets have been outside Asia, these changes were
especially important for the countries in the region. Table 16 shows that export

growth of the region has generally been extremely rapid.

Table 16: Regional annual export growth, 1961-2000

1961-1970 1971-1980 1981-1990 1991-2000

High income 8.3 6.3 5.0 5.1
East Asia & Pacific 6.7 13.0 9.1 12.3
Europe & Central Asia 1.6
Latin America & Caribbean 5.1 5.8 5.5 8.5
Middle East & North Africa

South Asia 4.7 6.7 9.6

Sub-Saharan Africa 5.6 2.6 1.6 4.0
World 7.8 5.1 5.2

Source: WDI 2002.

Third, each country has specific characteristics of its production factors, labour,
capital, and land. In the latter category we include natural resources like ore or oil that
can be the basis for extractive industries. Factor accumulation has been very rapid in
Asia-Pacific. The countries also entered a process of demographic transition, which
meant that a large fraction of the population was of working age, which helped to
accelerate growth. Bloom and Williamson (1997) found that the change in age
structure offered East Asia a temporary growth bonus of 1.5 to 1.9 percentage points
per year. But most importantly in terms of factors of production, is the fact that the
rate of capital formation has been very high, often above 30 % (Table 17), unheard of

in market economies in other parts of the world.
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Table 17: Regional gross capital formation as percentage shares of GDP, 1960-2000

1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

High income . 250 265 23.8 250 22.5 234 21.6 22.1 .
East Asia & Pacific 224 18.8 254 282 31.8 319 346 379 282 30.0
Europe & Central Asia . . . . . . 277 248 203 212
Latin America & Caribbean 20.5 20.7 21.6 259 242 19.0 193 21.2 20.2 199
Middle East & North Africa . . . 277 272 246 243 223 21.0 204
South Asia 144 16.7 163 188 20.5 224 23.6 250 23.0 229
Sub-Saharan Africa 15,0 183 204 24.1 219 153 147 182 174 17.2
World .. 23.8 255 242 253 228 239 227 222

Source: WDI 2002

Fourth, the factors of production may be allocated among firms and sectors in a more,
or less, optimal fashion. In general the East Asian countries have moved in the
market-economy direction, with gradually less direct government intervention in
resource allocation. In most cases this has helped increase the efficiency of resource

allocation, and thus growth.

Fifth, the level of output, given the resource-input, depends on the level of technology
or productivity. Technological progress is not unrelated to capital investment. When
new machinery is installed, it also embodies newer and more efficient technologies.
The levels of productivity actually achieved, of course, also depend a lot on the skills

of the labour force.

Sixth, the amount and allocation of factors, as well as their productivity, depends on
the transaction environment, institutional structure, and social capital. Here most East-

Asian countries have seen large improvements.

Seventh, the policy environment influences points three to six. It is itself determined
in a political process. The political economy of policy making is thus of vital
importance for policy-formulation.® The quality of the policy environment depends
both on what policies are put in place and on how effectively they are implemented
and administered. Here there has been an extensive discussion about the role of the
“developmental states” of the region. Some East-Asian countries have certainly

adopted more interventionist strategies than what the Washington consensus suggests,

¥ There is a range of different approaches as to how one should model policies, such as lobbying
models, voting models, or models of group conflict.
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and they have been able to achieve remarkably high growth rates. Even China, since

1978, has managed to create an environment that has generated rapid growth.

There is considerable agreement that the success of South Korea and Taiwan has been
helped by the policy choices of the state, although people disagree on the importance
of direct state intervention versus the enforcement of property rights and free markets.
Still, the result has been a spectacular economic success. Maybe the choice of
developmental policies was influenced by the fact that the two countries were under
external threat, and continuation of the regime may have depended on the policies
pursued. Acemoglu and Robinson (2002) find evidence in cross-country regressions
that external threats reduce elite incentives to block reforms. Investments in education
and the land reforms may also have been undertaken to galvanize public support for
the government. There were also links between the political and economic elites,

which meant that there was also economic self-interest in economically good policies.

A political process produces the policy environment, and this is a key factor.
Acemoglu, Johnson, Robinson, and Thaicharoen (2002) show that countries that had
inherited bad institutional structures from the past also tended to experience economic
volatility and crises. However, once they controlled for the effect of institutions, the
macroeconomic policies had only a limited effect on economic outcomes. This
indicates that the policies pursued are perhaps better regarded as “symptoms” of the
more basic, underlying institutional structures. This does not, of course, imply that
bad policies are unrelated to poor economic performance, but it suggests that they are
just intermediate variables between core institutional factors and outcomes. To
understand how these interactions work is one of the major challenges for future

research.

In this quick review of growth determinants we have not attempted to weigh the
relative importance of the different factors, but there has been an extensive debate on
the relative contributions of factor accumulation versus total factor productivity
growth in the growth acceleration in East Asia. Crafts (1999) concludes from his
review of the debate that the contribution of factor accumulation has been high, while
the contribution of TFP growth has been considerable but not as high as it was in

Europe during the growth acceleration there during 1950-1973. He also concludes that
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there remains a very large gap in productivity even between the successful NICs and
the West. Teal and S6derbom (2003) do a fixed-effect regression over 93 countries for
the period 1970-2000 and derive time-invariant productivity growth estimates for
different regions. They find productivity growth to have been highest in East Asia
(about 2 % per year), while it was actually close to zero in South-East Asia.’

Productivity growth is thus not the main factor behind the rapid growth in region.

One might ask whether the countries in the region can sustain the high growth rates
once they converge towards high-income levels. That would seem unlikely. It seems
possible that the Japanese stagnation is due not only to macro-economic mistakes and
a liquidity trap but also to the country’s policy environment. It may well be the case
that an environment that was appropriate for an investment-based strategy is not the
best one for an innovations-based strategy (Acemoglu, Aghion, Zilibotti, 2002). The

new environment probably requires different institutions and different policies.

5. Has the Asia-Pacific region been open?

Economic policies in East-Asia have certainly differed between countries. Via a
relatively interventionist policy, Japan achieved extremely rapid growth between 1950
and 1973, when per capita income grew by 8 % per year. Then growth slowed to a
more modest level, until there was virtual stagnation during the last decade of the last
century. Institutional reforms are needed and are underway. The policies of South
Korea and Taiwan have been similar to those of Japan in many respects, whereas the
city-states of Hong Kong and Singapore have been extremely market oriented and
open, closer to laissez-faire than are western countries. Even the states that have been
most interventionist are by now rather similar to Western Europe in terms of
economic freedom.'® They have a smaller public sector, but on the other hand they

have more public intervention in other fields (Paldam, 2003).

Although there are variations in the policies pursued, East Asian countries, more or

less across the board, have moved in a liberal and outward-oriented direction. There

? Grier (2003) gets similar results using an augmented Solow model. Only Hong-Kong and Taiwan are
characterized as overachievers.

19 Paldam (2003) draws this conclusion on the basis of the economic freedom index from the Fraser
Institute.
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have been both macroeconomic stabilisation and structural policies aimed at
liberalising the economies. In terms of external policies, this has meant a move
towards market determined exchange rates and a less restrictive trade regime,
although tariffs are still generally higher in Asia than in other parts of the world,
except for Sub-Saharan Africa (Findlay and O’Rourke, 2001).

Short to medium term responses to trade reforms are likely to come in factor
allocation and thus in the structure of production, as resources shift from inefficient
import substituting industries to export oriented activities. The medium to long-term
impact, on the other hand, is more likely to be more towards capital formation and
economic growth. The ultimate impact of reforms will depend on their effect on
relative prices and the relative responsiveness of different sectors. It will also depend

on what other types of reforms are undertaken at the same time.

It has generally been hard to establish a causal link from openness to growth
(Greenaway, Morgan and Wright, 1998).!! In their review of the openness and growth
literature, Rodriguez and Rodrik (2000) show that the main ingredients that did the
trick in indices of openness used in studies from the 1990s are the black-market
premium and the presence of state monopoly in exports, while the more traditional
and direct measures of trade restrictiveness showed a smaller effect. The variables that
work tend to be highly correlated with macroeconomic imbalances, and thus tend, to
some extent, to proxy for other types of policy problems than a restrictive trade
policy. It may also be that corruption, or bureaucracies and other institutional
problems, cause a high black market, so maybe this is what the trade restrictiveness
variable picks up in growth regressions. Moreover, the black market premium is very
sensitive to macroeconomic and political variables. Still, even if underlying social
variables cause the black market, it does not mean that black market premia do not
affect growth prospects. Rodriguez and Rodrik (2000, p. 63) do not argue that trade

liberalisation on balance is not beneficial for growth, but they argue that integration in

' Alternative strategies for analyzing openness have been tried, such as the creation of alternative
measures of openness (Dollar, 1992, Sachs and Warner, 1995), testing for robustness with a wider
range of measures of openness (Edwards, 1998), and the comparison of income convergence
experience among groups of liberalizing and non-liberalizing countries (Ben-David, 1993). Rodriguez
and Rodrik (2000) did a quality check of those often-quoted papers and noted a range of shortcomings.
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the world economy cannot be a substitute for development strategy. Trade reform

without accompanying domestic policy changes may not do the trick.

We noted in the previous section that in terms of shares of trade in GDP, the Asia-
Pacific region is by now much more open than most other regions. But exports to
GDP is not the best indicator of openness: it is rather a result of openness. It is more
appropriate to investigate to what extent Asia-Pacific markets are integrated with
international commodity markets.'> When a country is open in this sense, international
forces rather than domestic conditions determine prices and resource allocation in the
domestic market. Transport costs and tariffs are factors that may isolate the domestic
market from the international one, and create a wedge between domestic and foreign
prices. When we view openness from this angle, we need to investigate whether the
countries have pursued a trade and foreign exchange policy that has integrated the
countries with the world economy, making it attractive for them to specialise

according to their comparative advantages."

Standard measures of openness to trade are the average tariff rate, or the coverage
ratio for non-tariff barriers. Of course there are problems with those measures. For
example, the tariff average tends to under-weight the impact of the high tariff rates
because the corresponding import levels are low.'* Still, the level of trade protection
gives an indication of the extent to which a wedge between domestic and international
prices is due to policy choices. From the 1960s onwards, most countries in the region
have gradually reduced both tariff protection and quantitative restrictions on imports.
For example, Taiwan liberalised very strongly on both counts in the 1980s and 1990s
(Liu, 2002). The Asia-Pacific countries also liberalised their foreign exchange
markets and devalued their currencies, which has also helped reduce the anti-export

bias.

12 O'Rourke and Williamson (1999, 2002) argue that globalisation (and by implication openness)
should be defined as the integration of international commodity markets.

3 When discussing policy issues relating to openness it is obviously the level of protection that should
be focused upon. Theoretically it is not obvious that openness increases growth. When there are market
failures or endogenous technological change, the reverse might be the case. Free trade might make
countries specialize according to their comparative advantage in sectors that produce traditional goods
with little learning and technological progress, which might reduce long-run growth. This is the old
infant-industry argument, and was also the basis for the old import substitution policy.

' In the analysis of the impact of openness on growth the often-used measures of "openness" are highly
correlated with other sources of poor economic growth. This makes it hard to isolate the effects of
various factors.
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When exports grow, whether because of liberalisation of trade or institutional reforms
or whatever, there seems to be a beneficial effect on growth. A recent study by Irwin
and Tervid (2002) used instrumental variables to deal with endogeneity of trade in a
growth regression, and they found a significant effect of trade on growth. Teal and
Soderbom (2003) argue that their use of geographical characteristics as instruments is
inappropriate and instead estimate the effect of openness on productivity growth using
an estimator that combines high and low frequency differences in the data. Still, also
they find that openness has a significant and positive effect on productivity growth.
Greenaway, Morgan, and Wright (2002) found robust results indicating that
liberalization had a positive effect on growth with a lag. There was a J-curve, with an

initial negative effect followed by a positive one.

So far we have mainly discussed openness to trade, but we also need to look at
openness to capital flows, which may be either in the form of transfers of real capital
or of financial capital. The former are in a way a substitute for trade flows, and we
could assume that they generally help increase the welfare of the recipient country.
There is less agreement about the effects of flows of financial capital. To the extent
that they are short-term, they may destabilise economies. In the recent Asia crisis,
international investors lost faith in the stability of some of the region’s economies and
withdrew their money, which had dire short-term consequences for several countries
in the region. Borrowers defaulted and banks became insolvent. There was a shortage
of credit to finance trade, and there was a recession in the domestic market with
severe consequences for large parts of the population. The country worst affected by
the 1997-98 financial crisis was Indonesia, which saw its per capita income decline by
about a seventh. This experience showed that there are risks associated with
international economic integration, but it hardly suggests that countries should turn
their backs on the world. It may indicate, though, that a completely open capital

account is not the optimal strategy for the countries in the region.

Japan was the first country in the region that joined the growth club, and the fact that
Japan is located in East Asia then helped the other East Asian countries. Part of the
process was the relocation of production from Japan in the face of high costs there.
Costs of regional transactions also fell. Overseas Chinese have been an extra help for

China in this respect.
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The expansion of manufacturing production in the region has been impressive, and
there has been agglomeration of certain types of production and production factors in
certain locations. This suggests that there are external agglomeration effects from
learning and from labour-market pooling. Remote management has become easier,
and production networks have developed. Still, the need to have close access to a pool
of skilled labour is getting more and more important, which may suggest that we will
not see “the death of distance” as some have suggested. The information-based
economy seems to require more person-to—person contacts than some thought. Cities
will continue to play a major role in reducing the costs of distance. Agglomeration
forces will thus continue to be important, although they will be of another character

than earlier.

In East Asia the opening-up has generally been associated with high investment
levels, rapid export-growth, and good growth outcomes. The opening-up of the
economies has made it possible to exploit scale economies. The region has been an
attractive arena for foreign direct investment, with producers able to meet the
standards of multinational corporations wanting to outsource production to cheaper

locations.

6. Conclusions

Why did regions that originally were rather equal in standards of living diverge? The
main explanation seems to be that in certain parts of the world there emerged
institutions that were conducive to capitalism and technological progress. On the basis
of this technological and organisational superiority, the western powers then colonised

and dominated large parts of the world.

In Japan the growth acceleration started after 1867 when market economy reforms
were introduced, but for a long time that country was an exception in the region."” In
the last half-century, however, we have seen East Asia starting to catch up with the

West. A major reason for this has been rapid factor accumulation, while the

' To explain why preconditions for a take-off were created in Japan much earlier than in other
countries in the regions one needs to undertake comparative historical studies.
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contribution of productivity growth has been more modest. It thus seems as if the
policies and institutional structures were well structured to foster accumulation, which

generated rapid growth in the early stages of development.

However, what works in early stages of industrialisation may not work in more
sophisticated and more service-intensive economies. The Asia financial crises showed
that some institutions, in this case mainly the banking system, were not robust. The
system that provided good incentives for investment mobilisation is perhaps not as
good at allocating funds effectively in the new international economics environment
or to manage more complex risks. Allocative efficiency may take centre stage once
countries are on the production frontier. The ability of the institutional system to
transform itself and to generate appropriate policies for the new situation then
becomes crucial. A more open environment will put pressure on countries to develop
their institutions at the same time as openness will make it harder and more costly to

. .. 16
purse counter-productive policies.

The interpretation of the Asian resurgence, which has been proposed here, draws on
both the new economic geography perspective and institutional explanations. One
could argue that international transaction costs eventually became so low that the low
cost Asia-Pacific countries with improved institutions could profitably exploit
increasing world demand and trade among each other. Their income levels are

converging towards those of the Western countries.

Technological and institutional differences between countries have been reduced,
which has prepared the ground for convergence. However, according to Krugman and
Venables, income levels will not start to converge in all parts of the periphery at the
same time. We will instead see regions take off sequentially, and eventually there
should also be an African take-off. If this is correct, the distribution of world
production will in the long term converge towards the world distribution of
population, the dominance of the west being a historical parenthesis. At least the
convergence of Asia has already started, and it seems abundantly clear that Asia will

again become the centre of gravity in the world economy.

' Bigsten and Durevall (2003) discuss this issue for the case of Africa.
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Appendix

Table A3: Percentage shares of Asia-Pacific countries in world exports, 1971-2000

1975 1980 1985 1990 1995 2000
Cambodia . 0.02 0.02
China . 1.25 1.35 2.32 3.57
Indonesia . 0.86 0.69 0.83 0.90
Japan . 6.38 8.74 7.61 7.78 6.76
Korea, Rep. . 0.86 1.35 1.72 2.32 2.63
Lao PDR . 0.00 0.00 0.01 0.01
Malaysia 0.41 0.61 0.76 0.77 1.31 1.42
Myanmar 0.02 0.02 0.02 0.02 0.02 0.02
Philippines 0.31 0.30 0.27 0.42 0.53
Singapore 0.77 1.05 1.24 1.59 2.33 2.12
Thailand 0.27 0.34 0.40 0.69 1.11 1.05
Vietnam 0.04 0.12 0.22

Note: Japan and Singapore are in the High-income category in Table 3. The other countries listed are in
the East Asia & Pacific category.
Source: WDI 2002

Table A4: Asia-Pacific countries’ exports of goods and services as percentage shares of GDP,
1960-2000

1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

Cambodia 13.9 11.5 5.8 . . . 6.1 31.3 372  40.1
China . . 1.8 4.2 7.6 10.0 17.5 240 220 259
Indonesia 15.0 55 13.5 240 342 229 253 26.3 352 385
Japan 10.5 10.3 10.6 12.6 13.5 14.2 10.4 9.1 10.0 .
Korea, Rep. 3.2 8.4 13.8 272 327 329  29.1 30.2 423 45.0
Lao PDR . . . . . 4.0 . . . .
Malaysia 506 418 414 430 56.7 54.1 74.5 94.1 121.7 1255
Myanmar 19.7 14.5 5.2 5.4 9.1 4.6 2.6 1.2 0.4 .
Philippines 10.6 172 21.6 21.0 236 240 275 36.4 51.5 56.3
Singapore .. 1285 105.6 146.0 2154 168.0 201.8 177.8 166.5 179.9
Thailand 15.7 16.5 15.0 18.4 241 23.2 34.1 41.7 585 67.0
Vietnam . . . . . . 26.4 36.3

Source: WDI 2002

Table AS: Asia-Pacific countries’ official net resource flows (million USS), 1970-2000
1970 1975 1980 1985 1990 1995 2000

Cambodia 5 23 381 272
China 1234 1975 8233 2230
Indonesia 441 583 915 1116 2666 1379 2053
Korea, Rep. 221 544 658 85 313 -625 660
Lao PDR 33 21 70 51 193 204 190
Malaysia 27 138 139 74 414 393 182
Myanmar 9 49 240 311 123 34 55
Philippines 83 256 426 497 1296 -478 -57
Thailand 27 104 623 676 292 591 858
Vietnam 45 9 405 1209

Note: Official net resource flows are the sum of official net flows on long-term debt to official creditors
(excluding IMF) plus official grants (excluding technical cooperation). Net flows (or net lending or net
disbursements) are disbursements minus principal repayments.
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Source: Global Development Finance 2002.
Table A6: Asia-Pacific countries’ private net resource flows (million USS$), 1970-2000

1970 1975 1980 1985 1990 1995 1999 2000
Cambodia 0 0 164 140 126
China 4526 8107 43669 40632 58295
Indonesia 245 2225 987 464 3235 11522 -8494 -11210
Korea, Rep. 190 912 1782 2894 1038 13669 6012 13215
Lao PDR 0 1 0 0 6 95 79 72
Malaysia 71 974 1913 785 770 10149 3247 3228
Myanmar 6 -5 29 -56 153 329 240 188
Philippines 72 446 840 809 639 4309 5351 2459
Thailand 111 129 1464 1127 4380 10047 3070 -1383
Vietnam 0 16 2846 631 581

Note: Private net resource flows are the sum of net flows on debt to private creditors (PPG and PNG)
plus net direct foreign investment and portfolio equity flows. Net flows (or net lending or net
disbursements) are disbursements minus principal repayments.

Source: Global Development Finance 2002.

Table A7: Asia-Pacific countries’ shares of foreign direct investment (%)

1971-1980 1981-1990 1991-2000
China 8.4
Indonesia 1.0 0.4 0.7
Japan 0.5 0.6
Korea, Rep. 0.4 0.6
Lao PDR 0.0
Malaysia 1.6 1.5 1.5
Myanmar
Philippines 0.2 0.2 0.4
Singapore 2.5 2.1
Thailand 0.4 0.6 0.8
Vietnam 0.4

Source: WDI 2002

Table A8: Asia-Pacific countries’ foreign direct investment, net inflows, as percentage shares of
GDP, 1971-2000

1971-1980 1981-1990 1991-2000
Cambodia 4.1
China 0.6 4.2
Indonesia 0.8 0.4 0.5
Japan 0.0 0.1
Korea, Rep. 0.3 0.8
Lao PDR 3.9
Malaysia 33 33 4.4
Myanmar
Philippines 0.3 0.7 1.7
Singapore 10.5 8.4
Thailand 0.6 1.2 2.4
Vietnam 6.9

Note: When there is not 10 years of information, no estimate is reported.
Source: WDI 2002.
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Table A9: Asia-Pacific countries’ shares of aid in GNI, 1960-2000
1960 1965 1970 1975 1980 1985 1990 1995 19992000

Brunei . . . . . . 0.07 0.06 . .
Cambodia 421 097 262 . . . 373 19.13 9.37 12.56
China . . . ... 003 0.31 0.59 0.51 0.24 0.16
Indonesia . . 480 221 127 0.73 1.59 0.71 1.69 1.21
Japan . . .. .. .. .. . . . ..
Korea, Rep. 6.53 7.32  3.13 120 0.23 -0.01 0.02 0.01 -0.01 -0.04
Lao PDR . . . . . 1.56 1731 17.56 20.80 16.83
Malaysia 0.54 0.66 064 104 056 0.78 1.11 0.13 0.19 0.06
Myanmar . . . .. . .. .. . . .
Philippines 074 1.50 070 1.20 0.92 1.54 2.89 1.17 0.86 0.73
Singapore -0.05 021 151 022 0.12 0.13 -0.01 0.02 0.00 0.00
Thailand 1.55 1.05 1.05 0.59 1.30 1.20 0.95 0.52 0.85 0.53
Vietnam . . . . . . . 4.22 4.98 5.42

Source: WDI 2002

Table A10: Asia-Pacific countries’ aid per capita (current USS), 1960-2000
1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

Brunei 0.1 0.3 0.1 0.9 0.2 6.3 15.0 14.4 43 1.9
Cambodia 4.9 1.4 2.7 11.5 413 1.6 46 520 237 331
China " . . . 0.1 0.9 1.8 2.9 1.9 1.4
Indonesia 0.9 0.4 4.0 5.2 6.4 3.7 9.8 7.2 10.7 8.2
Japan . . .. . . .. . . .. .
Korea, Rep. 10.0 7.6 8.6 7.1 3.6 -0.2 1.2 1.3 -1.2 -4.2
Lao PDR 152 278 255 12.8 12.7 102 362 659 573 533
Malaysia 1.6 2.1 2.4 8.2 9.8 146 258 53 6.4 1.9
Myanmar 1.6 0.7 0.9 1.9 9.2 9.3 4.0 34 1.7 2.2
Philippines 1.9 2.9 1.3 4.3 6.2 85 209 13.0 9.4 7.6
Singapore -0.2 1.1 13.9 5.6 5.8 8.7 -1.0 4.7 -0.3 0.3
Thailand 1.6 1.5 2.1 2.1 9.0 9.0 14.3 14.7 16.8 10.6
Vietnam 5.5 8.2 10.2 7.3 4.3 1.9 2.9 11.5 184  21.6

Source: WDI 2002

Table A11: Asia-Pacific countries’ total external debt stocks (million USS), 1970-2000

1970 1975 1980 1985 1990 1995 1999 2000
Cambodia 7 1854 2035 2262 2357
China 16696 55301 118090 154223 149800
Indonesia 4528 11498 20938 36715 69872 124398 150844 141803
Korea, Rep. 2580 8411 29480 47133 34968 85810 130316 134417
Lao PDR 8 44 350 619 1768 2165 2527 2499
Malaysia 502 2104 6611 20269 15328 34343 41902 41797
Myanmar 123 328 1500 3098 4695 5771 6004 6046
Philippines 2196 4171 17417 26637 30580 37829 53019 50063
Thailand 1001 1865 8297 17509 28095 100039 96769 79675
Vietnam 61 23270 25427 23260 12787

Note: Total debt stocks (EDT) consist of public and publicly guaranteed long-term debt, private non-
guaranteed long-term debt (whether reported, or estimated by the staff of the World Bank), the use of
IMF credit, and estimated short-term debt.

Source: Global Development Finance 2002
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Table A12: Asia-Pacific countries’ total external debt as percentage shares of GNI, 1970-2000
1970 1975 1980 1985 1990 1995 1999 2000

Cambodia . . . . 166.4 70.0 75.9 74.3
China . . . 5.5 15.6 17.2 15.8 14.1
Indonesia 46.7 36.7 28.0 44.4 64.0 63.4 114.9 99.4
Korea, Rep. 29.4 40.5 47.8 51.6 13.8 17.6 325 29.5
Lao PDR . . . 26.1 204.5 123.2 177.9 149.6
Malaysia 12.0 21.9 27.5 68.6 36.4 40.6 55.8 50.7
Myanmar . . . . . . . .

Philippines 334 27.9 53.7 89.1 69.4 49.7 65.7 63.1
Thailand 14.1 12.5 25.9 45.8 333 60.4 81.5 66.1
Vietnam . .. .. 128.3 81.1 40.8

Note: Total debt (EDT)/GNI (%).
Source: Global Development Finance 2002

Table A13: Asia-Pacific countries’ annual per capita percentage growth of GNP, 1961-2000
capita growth (annual %)

1961-1970 1971-1980 1981-1990 1991-2000
Cambodia 2.2
China 1.5 3.5 7.7 9.0
Indonesia 1.9 5.4 4.5 2.7
Japan 9.3 3.3 3.5 1.2
Korea, Rep. 5.7 5.6 7.4 52
Lao PDR 3.7
Malaysia 3.5 53 3.1 4.6
Myanmar 1.0 2.3 -0.4 4.2
Philippines 1.8 3.1 -0.6 0.7
Singapore 7.5 7.4 4.9 4.8
Thailand 4.9 4.1 6.0 3.6
Vietnam 0.0 0.0 1.4 5.6

Source: WDI 2002

Table A14: Asia-Pacific countries’ GDP per capita (1995 USS), 1960-2000
1960 1965 1970 1975 1980 1985 1990 1995 1999 2000

Brunei . . . 21753 29435 21146 18711 17565.. .

Cambodia . . . . . . 240 275 289 297
China 112 106 120 138 168 261 349 581 769 824
Indonesia 249 247 298 384 503 602 777 1042 964 994
Japan 8399 12501 20465 23821 28296 32172 39955 42186 43856 44830
Korea, Rep. 1325 1547 2283 3023 3910 5322 7967 10874 12111 13062
Lao PDR . . . . . 290 313 376 436 450
Malaysia 975 1165 1371 1712 2297 2587 3104 4310 4538 4797
Myanmar . . . . . . . . . .

Philippines 725 801 867 999 1173 974 1091 1085 1143 1167
Singapore 2676 3249 5426 7836 11048 13163 17693 23650 26117 28230
Thailand 465 566 752 860 1117 1330 1999 2871 2711 2805
Vietnam . .. .. . 183 206 277 342 356

Source: WDI 2002
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Table A15: Asia-Pacific countries’ percentage shares of world population, output, and relative

per capita incomes, 2000

Population GDP (current GDP $-index PPP-index
shares USS$) shares PPP shares
Brunei 0.01 0 0
Cambodia 0.20 0.01 0.04 5 19
China 20.84 343 11.18 16 54
Indonesia 3.47 0.49 1.43 14 41
Japan 2.09 15.37 7.56 734 361
Korea, Rep. 0.78 1.45 1.83 186 234
Lao PDR 0.09 0.01 0.02 6 21
Malaysia 0.38 0.28 0.47 74 122
Myanmar 0.79 0 0
Philippines 1.25 0.24 0.67 19 54
Singapore 0.07 0.29 0.21 442 315
Thailand 1.00 0.39 0.87 39 86
Vietnam 1.30 0.10 0.35 8 27
Source: WDI 2002
Table A16: Asia-Pacific countries’ annual export growth, 1961-2000
1961-1970 1971-1980 1981-1990 1991-2000

China 12.1 12.2
Indonesia 43 9.5 1.4 6.7
Japan 16.1 9.7 5.4 3.2
Korea, Rep. 29.0 21.6 11.2 15.9
Lao PDR
Malaysia 5.9 8.1 10.7 13.3
Myanmar -6.8 7.7 4.5 10.4
Philippines 5.5 10.3 4.0 6.9
Singapore
Thailand 10.5 9.9 14.1 10.6
Vietnam 23.3

Source: WDI 2002

Table A17: Asia-Pacific countries’ gross capital formation as percentage shares of GDP, 1960-

2000

Series Name 1960 1965 1970 1975 1980 1985 1990 1995 1999 2000
Brunei . . . 3.0 . . . .
Cambodia 20.2 13.5 12.5 . . . 8.2 21.8 15.8 15.0
China 35.5 23.2 29.0 30.2 35.2 37.8 34.7 40.8 37.2 37.3
Indonesia 9.2 7.8 15.8 23.7 24.1 27.6 30.7 31.9 12.2 17.9
Japan 33.0 32.0 39.2 32.9 324 28.3 32.8 28.2 26.0 .
Korea, Rep. 11.5 15.7 254 28.7 31.9 30.0 37.7 37.2 26.7 28.7
Lao PDR . . . . . 7.0 . 26.0 22.7 20.4
Malaysia 13.8 17.8 20.2 22.8 27.4 24.8 32.2 43.1 22.1 25.6
Myanmar 12.0 18.7 14.2 10.0 21.5 15.5 13.4 14.3 13.2 .
Philippines 16.0 20.8 21.3 30.9 29.1 15.3 24.2 22.5 18.8 17.8
Singapore 9.7 21.9 38.7 39.9 46.3 42.5 36.6 34.6 324 31.3
Thailand 15.4 19.7 25.6 26.7 29.1 28.2 414 41.8 19.9 22.7
Vietnam . . . . . 13.0 27.1 254 27.4
World 23.8 25.5 24.2 25.3 22.8 23.9 22.7 22.2

Source: WDI 2002
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