	





	In this newsletter we feature an article on Asian growth. As much of the world struggles with debt – and this is not going away – the questions of growth, unemployment and recession; Asia remains the growth region. Emerging may be what it is often known as – but there is so much more.   
The Asian 21st century 
Keys for continued growth 
By Professor Jean-Pierre Lehmann, Professor of International Political Economy and Founding Director of the Evian Group  at IMD 
Asia will dominate the world economy this century. This arises mainly out of a combination of economics – the world’s highest growth rates, likely to be sustained for the next few decades – and demographics. Asia comprises 60% of the world’s population. But then a few caveats must be entered. 

Asia is huge and highly diverse. 
What do, say, Oman and the Philippines have in common, or, even within a smaller geographic radius, Singapore and Laos? In contrast to the 20th century when the term “Asia” was often associated with poverty and backwardness, today the pendulum has swung to the opposite extreme as Asia’s image is equated with prosperity and success. 
The truth is that while there are indeed some quite astonishing Asian economic success stories (eg Vietnam), the continent also contains some of the world’s least developed economies (eg Afghanistan, Bangladesh, Cambodia and Laos) and failures. In the 1950s the Philippines and Burma (now known as Myanmar) were seen as the most promising Asian economies, yet, albeit to differing degrees, both have failed. 
There is also great poverty in Asia, including among the most “successful” economies. There are, for example, more illiterate women in India than in the entire continent of Africa! Furthermore, one must not be blind to the obstacles. The three largest Asian countries, China, Indonesia and India, place 89th, 122nd and 133rd respectively in the World Bank’s “ease of doing business rankings”. In order to sustain the growth, physical infrastructure will need to be prioritised: the Asian Development Bank estimates that USD8 trillion is needed for infrastructure development. 
Demographics will pose a challenge. In East Asia there is the rapid aging of the population, while in Central and South Asia education and employment will need to be found to stave off possible socio-political unrest among the booming youth population. 

Asia will drive growth 
All these caveats should qualify but not undermine the basic premise that Asia will drive growth and development in the 21st century. It is estimated, for example, that between 1 and 1.5 billion people in Asia are rising from poverty to middle-income status. 
Yet it is important to enter the caveats, for one of the risks is a degree of hubris among some Asian elites. Hubris is by no means an Asian monopoly – we’ve seen a lot of it in Europe – but it is also, in my opinion, what ultimately caused Japan’s rapid decline. 
Speaking of Japan, the fact that Asia’s hitherto biggest economy should be in such a protracted paralytic state is concerning. 

When all the caveats are entered, there is in much of Asia a dynamism and a positive outlook that is impressive and infectious. Contrast, for example, Southeast Asia with the Middle East. From the 50s to the 70s, Southeast Asia was the world’s bloodiest battlefield. In the course of the last couple of decades it has been transformed into a booming marketplace of 600 million people living in peace and increasing prosperity. This is all the more remarkable when one considers that in the Middle East there is one dominant language (Arabic) and one predominant religion (Islam), in contrast to the religious, linguistic and ethnic kaleidoscope of Southeast Asia. Swords have been turned into computer chips and production machinery. 

Also noteworthy is the constant rapidly growing intra-regional dynamics. 
Trade between member states of ASEAN (Association of Southeast Asian Nations, including Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand and Vietnam) has trebled since 1995 and now constitutes 30% of the region’s GDP. Trade of all Asian states with China has boomed. The region is criss-crossed with foreign direct investments making Asia the most sophisticated, active and dynamic end of the global supply chain. Air travel within the region has multiplied exponentially. The region is also being integrated through a multiplicity of FTAs (free trade agreements), which serve the purpose of cementing ties and building confidence. The term “the region” is increasingly assuming truly continent-wide Asian dimensions. 
I used to deny that “Asia” existed or served as a useful analytical framework, given its size and diversity – Asia basically needed to be subdivided into its constituent parts: East Asia, South Asia, Central Asia and West Asia. Increasingly we are seeing rapid closer integration of the continent’s constituent parts. As East Asia becomes the greatest consumer of oil, West and Central Asia increasingly turn to it not only to supply fuel, but also to bring capital from their Sovereign Wealth Funds to invest. One should include the movement of labor across Asian borders, though as elsewhere in the world, there is much room for improvement in respect to human rights and working conditions. 

Globalization and global governance 
We have to now consider what the rise of Asia and potential Asian leadership mean in terms of global governance. Does an Asian century imply “Asian” global governance – whatever that might mean? This is a subject that has caused considerable unnecessary confusion. 

The leading Chinese intellectual and reformer, Zheng Bijian, in an article published in Foreign Affairs in 2005 (“China’s ‘Peaceful Rise’ to Great Power Status”), wrote: “The most important strategic choice the Chinese made [in the late 1970s] was to embrace globalization.” A really key driving force and success factor of the Asian continent is precisely that the economies opened up and embraced globalization, not as passive pawns, but as active actors. 

Globalization is no panacea, but the realization throughout a good deal of the continent – though much less so in Central and Western Asia than in East and South Asia – was that on balance it was conducive to economic growth and social development. Not long ago a “Chinese tourist” abroad would have been an oxymoron. By 2008 there were well over 50 million outbound Chinese tourists. 
This aspect of globalization benefits the quality of life of the Chinese and the economies of destination countries. 

In embracing globalization, however, Asians not only wish to participate actively in global markets, but also to ensure that global market institutions are properly functioning. The Chinese negotiated tooth-and-nail for 16 years in order to gain accession to the WTO. When the Vietnamese sought accession they were given a tome of 1200 pages with detailed questions they needed to answer. China and Vietnam joined the WTO respectively in 2001 and 2007. Upholding the rules-based multilateral trading system that was developed mainly by the Americans and British after the catastrophic calamities of World War II is something that Asians see as vital, especially in this turbulent period of profound transformation. Most Asian governments have sought a rapid conclusion of the WTO Doha Round and a re-enforcement of the global trading system. 
As Kishore Mahbubani, the prominent thought leader on Asia’s rise, has commented: in embracing globalization, Asians do not aspire to change the rules; what they desire is that all, including the West (!), should adhere to the rules. 

Many countries and industries throughout the world, as well as Asians themselves, benefit considerably from Asian engines of growth. 
The greatest threat to the world economy is that precisely at a time when most of Asia is engaging in globalization – having been mainly victims of globalization in the past – that the West should seek to “de-globalize” through protectionism and the abandonment of the principles of a rules-based global market economic system that for over half-a-century has served the world so well. 

A globalized Asia with strong underlying global institutions could usher in a 21st century of great global peace and prosperity! De-globalization and protectionism could give the world a repeat performance of the disasters of the previous century before the global rules-based institutions were established.   

The opinion and comment in this newsletter is opinion and comment only. 


