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Transformative Capacity

for Economic Development

Nobuaki MATSUNAGA *

Abstract

Transformative capacity is the essential
concept in Watanabe’s theory, which lucidly
explains the recent economic development in
east Asia. The concept is defined as the
capacity of a nation to transform its structure
so as to adapt itself to external changes for
economic development.

This paper tries to make this concept clear-
er from the social system approach. A
national society is one of the social systems
and is composed of families, organizations,
communities and a nation. These compo-
nents are analyzed together with personal
nfotivation and social stratification.

In general, a social system improves its
functions by structural differentiation. A

national society improves its productive func-

tion by the following structural differenti-
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3

E2ELELE

ation: traditional families decline, modern
organizations multiply and main producers
shift from families to enterprises; communi-
ties differentiate to specialized functions and
become connected organically with each
other; and a nation get to perform some func-
tions in the place of families or communities.

Some structural reforms are necessary to
improve the productive capacity of a society:
modernization of principles to allocate social
resources and roles to individuals, equaliza-
tion of opportunities and incomes among so-
cial members, land reforms, abolition of pro-
tective policies, economic liberalization and so
forth,

These reforms are difficult to carry out in
developing countries, but their implementa-
tion may be promoted by the recent develop-
ment of information technology and the active
exchange of goods and services with other
countries. In particular, foreign assistance
and direct investment to developing countries
can help their implementation.

But the final decision is made by the peo-
ple. If most of them really wish economic
development and are willing to accept social

changes, they will be able to reach a decision

necessary for the reforms.



