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Structural Change, Fundamentals, and Growth: 
A Framework and Case Studies, written by leading scholars from  

both developed and developing countries, lays out context and 

background for thinking about economic growth. The book offers 

seven countries’ experiences that identify problems, explain various 

approaches, and show how policies address specific needs and challenges.

“Through its country case studies the book offers a fascinating account of the diverse paths to 
economic growth that have been taken by these developing countries. The common analytical 
framework and overview give a coherence to Structural Change, Fundamentals, and Growth: A 
Framework and Case Studies that is usually absent in edited volumes.”

—Hans Binswanger-Mkhize, Professor Extraordinaire, Institute for Economic Research  
on Innovation, Tshwane University of Technology, Tshwane, South Africa 

 and Senior Fellow, Amsterdam Institute for Development
 

“Using careful case studies, this book offers us a rich understanding of transformational change 
or lack of it. The contrasting experiences and the difficulties in getting the fundamentals right 
are striking. A key message is that new miracles are unlikely to be around the corner: there are 
no shortcuts to development. This sobering thought alone makes reading Structural Change, 
Fundamentals, and Growth: A Framework and Case Studies worthwhile for all those involved in 
research and policy work to promote more rapid structural change and development.”

—Stefan Dercon, Professor of Economic Policy, University of Oxford  
and Chief Economist, UK Department for International Development

“This important book represents a valuable and in-depth look at structural transformation in sub-
Saharan Africa. The detailed case studies, written by leading scholars, help to show the diversity 
of country experiences. Anyone trying to understand the ways in which African economies 
are transforming—and the challenges that they face—will want to read Structural Change, 
Fundamentals, and Growth: A Framework and Case Studies.”

—Doug Gollin, Professor of Development Economics,  
Department of International Development  

at the University of Oxford
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Can developing countries use industrialization,  
as the East Asian economies did, to try to catch up 
with the high-income countries? Structural Change, 
Fundamentals, and Growth says the answer is likely  
to be “no.” Rather, they will need to chart a new path to 
economic convergence that relies less on moving from 
low-productivity agriculture to higher-productivity man-
ufacturing, and more on investing in health, education, 
and institutions—although the process will take longer 
this way.

how seven key countries fared from 1990-2010 in their 
development quest. The sample includes four African 
countries—Botswana, Ghana, Nigeria, and Zambia—all of 
which experienced rapid growth in recent years, but for 
different reasons (with none of them following traditional 
patterns); two fast-growing Asian countries—India and 
Viet Nam—that appear to be following different paths; 
and Latin America’s Brazil, because of its position as a 

“postindustrial” developing country.

For all the case studies, there is a unifying  
framework that draws a distinction between the 

“structural transformation” and “fundamentals” 
challenges in growth:

 � The “structural transformation” challenge: How to 
ensure that resources flow rapidly to the modern 
economic activities (like manufacturing and services) 

Developing countries made considerable gains during 
the first decade of the 21st century. Their economies 
grew at unprecedented rates, resulting in both a large 
reduction in extreme poverty and a significant expansion 
of the middle class. But more recently that progress has 
slowed—and the prognosis is for more of the same, given 
an economic environment of lackluster global trade, 
not enough jobs coupled with skills mismatches, con-
tinued globalization and technological change, greater 
income inequality, unprecedented population aging in 
richer countries, and youth bulges in the poorer ones. As 
a result, developing countries are unlikely to close the 
development gap anytime soon.

HOW COUNTRIES CAN GROW
Against this backdrop, the authors in this book—
Structural Change, Fundamentals, and Growth—examine 



that operate at a higher level of labor productivity 
than traditional activities (like agriculture).

 � The “fundamentals” challenge: How to accumulate 
the skills and broad institutional capabilities needed 
to generate sustained productivity growth, not just 
in a few modern industrial sectors but also across 
the entire range of services and other nontradable 
activities—what we term “within” sectoral change. 
Lumped into this group are the quality of institutions 
(governance, rules of law, and the business 
environment) and the level of human capital 
(education, skills, and training).

Although these two challenges might appear quite 
similar, and there is some overlap between them, it 
is possible to have rapid structural transformation 
(in other words, industrialization) without significant 
improvements in fundamentals. It is also possible to 
invest significantly in fundamentals without reaping 
much reward in terms of structural transformation. 
We can visualize these possibilities in Figure 1 which 
depicts a typology of growth patterns and outcomes. It 
basically shows that ultimately, sustained growth and 
convergence require both processes—as South Korea, 
Taiwan, and Hong Kong have shown.

Figure 1 A typology of growth patterns and outcomes
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Source: Authors.

HOW COUNTRIES ARE GROWING
So how do the seven sample countries fit into this 
typology? The case studies find that none of them have 
managed to definitively reach the nirvana of quadrant (4)— 
rather they are hovering typically between episodic 
growth and slow growth.

 � Botswana has high fundamentals but limited 
structural change, while Viet Nam has relatively rapid 
structural change but relatively low fundamentals.

 � Ghana, Nigeria, and Zambia have had 
growth-promoting structural change, but vacillate 
between episodic growth and slow growth.

 � Brazil has moved from episodic growth to slow 
growth, reflecting greatly improved fundamentals but 
slow structural change.

 � India has not experienced the kind of structural 
change that successful import-substituting countries 
(like Brazil in the 1950s–1970s) or the East Asian 
exporters (like Viet Nam) have gone through, so its 
growth prospects remain brittle.

FOCUSING ON THE 
FUNDAMENTALS
What do these findings mean in terms of how developing 
countries should focus their energies to jumpstart eco-
nomic convergence? Although the book contends that there 
is still enormous potential for structural transformation in 
India, Nigeria, and Zambia, all of the sample countries need 
to improve within-sector productivity—especially by focusing 
more on four key areas: political economy, labor regula-
tions, institutions and education, and infrastructure.

Political Economy
In Zambia, where structural change has not translated 
into economic transformation, a major problem has 
been a lack of macroeconomic stability and persistent 
policy volatility—like currency swings and periodic trade 
bans on maize exports and wheat imports, which deter 
investment in agriculture and other sectors. In the 1990s 
and 2000s, the growing social disparities were felt more 
strongly among some groups than others, reflecting 
how the economy evolved. Mining remained an enclave 
sector, manufacturing continued to decline, agriculture 
remained stagnant, informal trade became the dominant 
nonfarm employer, and high-value services benefited 
mainly the middle class. As a result, Zambia is now 
characterized by three main groups: the rural poor, the 
urban poor, and a rising middle class that has reaped 
most of the benefits from macroeconomic growth. 
Reconciling positive structural change with large-scale 
transformation will remain a major economic, social, and 
political concern.

In Botswana, some of the constraints are as much 
political economy as technical ones.  Building up the 
industrial sector involves issues of political capture, and 
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making more land available for business touches on 
issues of land markets and even immigration. Although 
Botswana’s rapid economic growth has brought it 
into upper-middle-income status, many citizens have 
been left behind. Unemployment, income inequality, 
and poverty are high. For the time being, the days of 
diamonds leading the way are over, and growth is most 
likely to come from improvements in fundamentals that 
facilitate productivity growth within sectors like services.

Labor Regulations
In India, labor regulations appear to be a major 
impediment to employment growth in manufacturing. 
But in a democratic country such as India, changing 
these laws is not easy. This may lower growth, given 
that the future potential of agriculture and services in 
generating overall growth is limited (beyond a point) at 
India’s stage in the development process. The country’s 
rapid growth has come primarily from its expanding 
services sector rather than from manufacturing, although 
half of the country’s labor force still remains in agriculture.

Institutions and Education
In Viet Nam, which continues to feature large 
productivity gaps within and across sectors (especially 
between agriculture and manufacturing and some 
services), it is vital to remove distortions (like improving 
access to land and capital) to help workers transition out 
of agriculture (where 50 percent of workers remain) and 
to further enhance agricultural productivity. Out of the 
seven countries studied, only Viet Nam is in the midst of 
structural change brought on by an expansion in modern 
manufacturing. Within sector change is playing a smaller 
role in the 2000s than it did in the 1990s (Figure 2).

Figure 2 Structural change in Viet Nam plays a greater role 
in the 2000s than in the 1990s

Source: Authors’ calculations based on data from the General Statistics Office of Viet Nam and 
decomposition described in the text.

In Brazil, policies that raise overall labor productivity—
like improving educational quality—are likely to have a 
deeper impact on growth than those that are strictly con-
cerned with deepening an unfinished structural change. 
Between 1950 and 1980, structural change played an 
important role in the diversification and growth of Brazil’s 
economy, with about 40 percent of labor-productivity 
increases attributed to structural change. But after that 
period, most productivity gains came from within specific 
economic sectors (Figure 3). And without trade liberal-
ization, Brazil’s economic performance almost certainly 
would have been worse.

Figure 3 Within-sector changes in Brazil swamping 
structural changes

Source: Pesquisa Nacional por Amostra de Domicílios (various years); Timmer and de Vries (2009); 
Groningen Growth and Development Centre (various years).

Note: The bars correspond to  growth rates for the whole period indicated. For example, for 
the period 1950-2005, using Groningen (GGDC) data, labor productivity resulting from the 
within-sector and structural change effects grew by 132 percent and 24 percent, respectively. 
GGDC= Groningen Growth Developement Centre; PNAD = Pesquisa Nacional por Amostra de 
Domicílios.

Infrastructure
In Nigeria, the employment share in low-productivity 
agriculture is still quite high, indicating a potential 
for rapid structural change. But the country’s levels 
of human capital and infrastructure are still abysmal, 
making a rapid exodus out of agriculture unlikely in 
the near future. Better infrastructure—especially power—
would go a long way to stimulating manufacturing and 
business services. At this point, fewer firms are entering 
the manufacturing sector because of the high costs of 
start-up associated with providing one’s own power, and 
firms are operating below capacity because of the lack of 
reliable power supplies.

In Ghana, which seems to have managed its economic 
development without experiencing a green revolution, 
industrial revolution, or service revolution, it is time to 
diversify away from a heavy reliance on cocoa and gold 
exports. After all, agricultural productivity remains far 
below that of industry and services (Figure 4).  
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A key focus going forward needs to be on making the 
manufacturing sector more competitive. High nonlabor 
costs could be reduced by investing in roads, the power 
supply, and the regulatory framework. Although the 
business environment has improved greatly over the 
past 20 years, a lot remains to be done for Ghana to be 
as competitive as Mauritius or South Africa.

Figure 4 Ghana’s agricultural productivity far below that of 
industry and services

Source: Economic Survey of Ghana 1961–1982, Population and Housing Censuses 1960, 1970, 
1984, 2000, and 2010, Ghana Living Standards Survey 1991–92 and 2005–2006, Singal and 
Nartey (1971), Androe (1981), Ewusi (1986), Maddison (2008), GSS (2010), and World Bank 
(2010).

Note: This figure plots sectoral labor productivity (PPP, constant 2000 US$), using three aggregate 
sectors “agriculture,” “industry,”and “services.” Sectoral labor productivity is the ratio of sectoral GDP 
to the number of workers in the sector. Data is available for the following years: 1960, 1970, 1984, 
1992, 2000, 2006, and 2010. The vertical dashed  line is for the year 1992, the year in which the 
nature of structural change was modified in Ghana.

TEMPERING EXPECTATIONS
In sum, the findings in Structural Change, Fundamentals, 
and Growth suggest that we should not be surprised 
if changes across sectors play a more muted role in 
the future than changes within sectors. A key reason 
is a less propitious environment for the classic path 
of rapid catch-up through industrialization, largely 
owing to: (i) many African countries being much 
better endowed with natural resources and not as 
well positioned for specialization in manufacturing; 
(ii) stepped up competition from East Asia, especially 
given globalization and lower trade barriers worldwide; 
(iii) new trade rules (like local content requirements) 
that limit the room for industrial policies; and (iv) 
technological changes in manufacturing that make it 
more capital and skill intensive.

The problem—and thus a reason for tempering our 
expectations—is that structural transformation can lead 
to rapid and relatively quick growth by moving labor 
into more productive sectors, while investments in the 
fundamentals (human capital and institutions) take 
longer to translate into payoffs like higher growth. The 
bottom line is that future East Asia-style “economic 
miracles” are unlikely. Instead, development will have to 
happen the hard way.
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