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Asia in the 21st century  

The rise of the Asian economies since WW2 
has been one of the great success stories 
in the history of economic development.

More than half of the world’s population lives 
in Asia

Six of the 10 largest nations in the world are in 
the Asia Pacific

Asia is playing an increasingly important role in 
the global economy, international security, and 
the world’s collective efforts to advance human 
development. 
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Asia’s economic success

Asia’s economic success has resulted in large-
scale reductions in poverty and substantial 
improvements in the standards of living of 
hundreds of millions of people.

China and India, which together account for almost 
40% of the world's population, have seen real per 
capita incomes rise more than 10-fold and 3-fold

Asia have also begun to exert a substantial influence 
on global economic developments and on 
international governance in the economic and 
financial spheres.
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Rise of the Asian economies
Since the beginning of this decade, Asia has 
accounted for more than 1/3 of the world's 
economic growth

Asia’s share of global gross domestic product (GDP) 
raising from 23% (1990) to 39% (2021).2 

Key source of Asia's rapid advancement has been 
the openness of countries in the region to global 
trade and finance.

Japan's transition to an economic powerhouse 

Rapid ascent of the Asian tigers

Subsequently by China taking a prominent 
place on the world economic stage. 
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First wave of Asian development - globalization

The first wave of Asian development was 
an unintended consequence of key USA 
Cold War initiatives after WWII (1947 to 
1991)

The main reasons were 

USA’s concerns with the rapid post WWII 
decolonization in Asia

The focus on Japan and its other Asian allies

The China question: When the bamboo 
curtain (China) would fall? 
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The First wave: 3 key Cold War initiatives

The 3 Cold War initiatives from the US were:
US led the creation of new global institutional 
architectures (IMF, World Bank, GATT/WTO) designed to 
isolate the Soviet Bloc but which ‘enabled’ rapid growth 
in global trade and investment flows.

US investment in technologies in transport and 
communications which improved speeds and reduced 
costs, and therefore enabled separation of production 
from consumption, and thus trade.

US to provide favored access for its Asian allies to the 
giant US domestic market, which in the early post-war 
period accounted for about 1/2 of world output.

These 3 initiatives became the engines of globalization. 
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The First wave: Japan’s development -

Postwar Japanese economic takeoff was due to a 
variety of factors: 

US policies toward Japan, international market, social 
mobilization, existent industrial capacities and 
experience, and government policies and expertise

The Japanese economic development was 
generally supported by the expansion of 
international trade, especially exports of 
manufacturing goods.

With the guidance of Japanese government’s Ministry 
of International Trade and Industry (通商産業省), the 

Japanese auto industry came out of nowhere to take 
the U.S. market by storm. 
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The First wave: Japan’s development -

1978, Japan’s rapid growth as its economy 
swelled rapidly to become the world’s 2nd largest 
economy after the USA. 

In the 1980s, the world’s consumers bought large 
numbers of Japanese made automobiles; inexpensive, 
high-quality Japanese television sets, VCRs, audio 
systems; cameras; and other electronic goods.  

From the 1960s to the 1980s, Japan had an extremely 
large overall real economic growth: 10% in the 1960s,  
5% in the 1970s, 4% in the 1980s.

By the end of the 1980’s, Japan had moved into 
being a high-wage economy. It became the envy 
of the world
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The first wave: Supply Chain 

Supply Chain: Driver of globalization 

Global supply chains have transformed trade and the 
world economy in the last 30 years. This led to a rapid 
expansion of global trade.

Multinational companies developed new ways of 
organizing their activities through supply chains and 
embraced a new, global division of tasks, functions 
and, as a consequence, of labor. 

US companies that are in the forefront included 
General Electric, Kodak, General Motors, IBM, etc.

This has provided an opportunity for Asian countries 
to pursue low-cost manufacturing
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Supply chains to realign domestic policies 

This global realignment of supply chains provided a once 
off opportunity for countries to align domestic policies with 
external growth drivers, by opening up to rapidly 
increasing external trade and investment flows. 

The Asian tigers of Hong Kong, Korea, Singapore and 
Taiwan seized this opportunity.

Asia’s political leaders were also willing to educate their 
people to change their attitudes to foreign investment, 
often in cultures with traditional beliefs where foreign 
investment was seen as a form of economic 
colonialism.

Asia countries also partnered with multinationals in 
developing national skill-building programs, as a means 
of moving up the value chain.
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2nd wave of Asian development -- regionalization

Unfortunately, Asia’s growth drastically slowed after 
the 2nd oil price shock in 1979, 

The next wave of Asian development started when

The Opening of China: Deng Xiaoping’s four 
modernizations in 1978.

Japan: 1985 Plaza Accord where the G5 countries 
intervened in currency markets caused the rapid 
appreciation of the Japanese yen. As a result, Japan’s 
export and GDP growth essentially halted in the first half 
of 1986.

These has led to an acceleration of FDI from 
Northeast Asia into Southeast Asia and to China.
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2nd wave: China
China began to become an important destination for 
FDI after the relaunching of China’s reform process at 
the time of Deng’s Southern Tour in 1992

China’s share in world trade surged after China joined 
the WTO in 2001. 
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Asian financial crisis 1997

The Asian financial crisis was a period of financial crisis 
that gripped much of East Asia beginning in July 1997 
and raised fears of a worldwide economic meltdown 
due to financial contagion.

Tom Yum Goong crisis: The crisis started in Thailand with the 
financial collapse of the Thai baht after the Thai government 
was forced to float the baht due to lack of foreign currency to 
support its currency peg to the U.S. dollar. 

As the crisis spread, most of Southeast Asia and Japan saw 
slumping currencies, devalued stock markets and other asset 
prices, and a precipitous rise in private debt. 

Indonesia, South Korea and Thailand were the countries most 
affected by the crisis. 

Asia suffered from a loss of demand and confidence 
throughout the region.
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Asian financial crisis -- a wake-up call

Asian financial crisis provided a shake up and a wake up
call, for countries throughout the region. 

The crisis led to a rethink of development models, including 
recognition of the importance of sound domestic policies and 
institutions aligned to the reality of external growth drivers.

Asian financial crisis affected China only marginally, 
through decreased foreign direct investment and sharp 
drop in the growth of its exports. 

China had huge reserves, a currency (RMB) that was not freely 
convertible, and capital inflows that consisted overwhelmingly of 
long-term investment. 

China remained largely insulated from the regional crisis and its 
commitment not to devalue had been a major stabilizing factor for 
the region
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Global financial crisis (2007–2008)

The global financial crisis is considered to have been the 
worst financial crisis since the Great Depression of the 1930s

2003 and 2004: US personal spending grew rapidly. This U.S. 
spending binge fueled economic growth in China and in turn boosted 
total savings in China (1/2 of GDP). Those savings were directly 
towards fixed-income assets like US Government bonds, and 
depressed interest rates worldwide.

2007: USA subprime mortgage market crisis developed into a full-
blown international banking crisis with the collapse of Lehman 
Brothers. Excessive risk taking by banks magnified the financial 
impact globally. Massive bail-outs of financial institutions and other 
monetary and fiscal policies were employed to prevent a possible 
collapse of the world's financial system. 

The crisis was nonetheless followed by a global economic downturn, 
the Great Recession. 

The 2008 Financial Crisis: Crash Course Economics #12
• https://www.youtube.com/watch?v=GPOv72Awo68 16
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Global financial crisis affected Asian economies

The unexpected speed and force of the global 
financial crisis affected Asian economies through 
both the trade and financial channels, reflecting 
the region’s deep economic integration with the 
rest of the world.

Asian exports tumbled by over 30% average

Emerging Asia stock prices fell by more than 60%

The European debt crisis followed later.

By 2Q2008, growth in Hong Kong, Singapore, and 
Taiwan--small, open economies particularly sensitive to 
shifts in global conditions--had ground to a halt.

Exchange rates also came under pressure in a number 
of countries in the region.
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The challenge: 3rd Wave  development

In the post global financial crisis world, 
Asia needs to ignite a new wave of 
development

Rebalancing away from excessive emphasis on 
manufacturing and trade

Developing new approaches to enhance 
economic reforms

Improve total factor productivity - innovation.

These are the areas where political 
economy and institution building are linked.
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Rise of Asian Corporations 

For more than three decades, Asia has 
been a focus for foreign direct investment, 
but as the region’s outbound investment 
increases, the tide is shifting.

Asian Corporations are: 

Transforming for a more global reach

growing number of transnational corporations 
from China, India and Southeast Asia.

They are expanding further into both emerging 
and developed markets in other regions.
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Companies based in Asia

Companies based in Asia are 
coming of age as world-class 
multinationals. 

This is the greatest change in the 
global economy since the Industrial 
Revolution

Steady shift of economic power from 
the mature economies of the West to 
the emerging markets of Asia. 

A new class of companies is 
leveraging the region’s rapid growth, 
and they are positioning themselves 
to transform entire global industries.
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Battleground for global leadership

These trends make Asia arguably the 
world’s most strategic and most complex 
battleground for global leadership. 

While growth prospects remain modest in the 
mature economies of the developed world 

Asia’s rapidly developing economies are still 
expected to grow 5% to 8% annually. 

China and India have nearly 1 billion middle-
class consumers in 2021, a market worth $10 
trillion. 

Indonesia, 67 million people—about the size of 
the entire U.K. population today 22
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FORTUNE GLOBAL 500: 

Asian Multinationals 24% in 2006;  40% in 2016 
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Asian Multinationals by Country  

Asian global challengers  

▪ These challengers—fast-growing, globally minded 

companies with roots in emerging markets—are on track 

to establish international leadership positions and to 

fundamentally alter their industries.



Asian global challengers  

Asia’s best-managed companies have navigated 
the Asian financial crisis and the recent global 
recession and reemerged stronger than before. 

They are remarkably resilient in adapting to new 
technologies and using them to gain competitive 
advantage.

Asian challengers also have many advantages 

they dominate at home

to penetrate other emerging markets, challengers 
have developed business models and capabilities that 
often exceed those of most multinationals. 

Now, the challengers are upping their game to 
win on the global stage. 25
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Asia’s challengers 

Asia’s best-managed companies have risen to 
many challenges in the past. 

Navigated the Asian financial crisis and the recent 
global recession and reemerged stronger than before. 

Remarkably resilient in adapting to new technologies 
and using them to gain competitive advantage.

Asian challengers also have many advantages in 
their favor. 

They dominate at home and they have developed 
business models and capabilities that often exceed 
those of most multinationals. 

These challengers are upping their game to win 
on the global stage. 30



What must Asian challengers do to sustain their 

leadership positions?

Keep building capabilities beyond their low-cost 
advantage to achieve growth driven by innovation, 
operational excellence, quality, and customer service.

Develop management capabilities to better integrate 
foreign acquisitions and effectively leverage global 
talent.

Strengthen the management of outside investors—a 
considerable challenge for companies that are still 
controlled by founding families.

Continue to explore new areas of growth in Asia and 
beyond.
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