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Executive Summary
This Discussion Paper addresses several key questions about the much-discussed 
‘Asian economic miracle’ and evaluates the applicability of the Asian experience 
to other underdeveloped regions – and Africa in particular – seeking to enhance 
their own rates of progress. The focus is very much on policy lessons from the 
Asian experience and the extent to which these are transferable to quite different 
situations. These questions have been given new life in the aftermath of the recent 
global financial crisis from which Asia has emerged rather quickly and relatively 
unscathed, leading some commentators to suggest that the long-predicted move to 
greater Asian dominance in the global economy has now been accelerated. In this 
paper the author argues that there is an Asian model that is identifiably different 
from the neo-classical paradigm that has dominated most discussions in the litera-
ture on development theory and policy – and critically, that this approach cannot 
be separated from some other key political, cultural and other components. He 
also contends that whilst China has been significantly reformed, its basic approach 
to policy is not converging to a standard Western model, but rather is still in line 
with an identifiable Asian model. The author concludes by looking at the policy 
implications of this analysis for other parts of the developing world, such as Africa, 
in terms of the new opportunities provided by emerging relations with Asia.
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Introduction
Asia is now of enormous interest to the rest of the world, and to the poorer coun-
tries in particular, because several Asian nations seem to have discovered the secret 
of very rapid economic growth sustained over several decades. There are some 
remarkable stories of success especially in East Asia, with most attention now being 
given to the remarkable growth of China. As Asia has grown at these spectacular 
rates, its place in global trade, patterns of foreign investment and technological 
development have shown similar levels of increase. There is also a widespread opin-
ion that the recent global financial crisis has accelerated the shift of power from the 
West to the East.

Japan began its rise as a global economic power in the 1960s, followed by the 
‘Four Tigers’ – South Korea, Taiwan, Singapore and Hong Kong. More recently 
China has become a major player in global manufacturing in particular: it is now 
the world’s second largest economy and the largest exporter. In many areas China 
now has established a staggering level of global dominance, but is also establishing 
itself in a range of more technologically demanding industries, notably computers. 
To supply this industrial transformation, China now consumes more than half the 
world’s cement, and a large proportion of global output of steel. Its demands for 
oil and natural gas have had a dramatic impact on the global market and the price 
of these products.

Another economic transformation that may turn out to be equally influential 
seems to also be underway in India, although this began rather later and hence its 
dimensions and the precise nature of its trajectory are more difficult to discern. 
While China’s rise has been based on manufacturing, India is becoming a global 
leader in services of various kinds, especially in the rapidly expanding areas of com-
puter software, biotechnology and medical technology, but also in more routine 
customer services.

The emergence of India and China as economic superpowers has encouraged 
some commentators to predict that by the middle of this century, these two nations 
will have the largest economies in the world. Thus, they argue, wealth and power 
are moving remorselessly towards the East. Clyde Prestowitz, for example, has pro-
nounced that the arrival of three billion new capitalists in Asia is resulting in the 
dramatic transformation of the world as we know it.1 Similarly, Mahbubani argues 
that Asia is now returning to the centre of the world stage, a position it enjoyed for 
18 centuries before the rise of the West in the late eighteenth century.2

Commentators in Africa, Latin America and even parts of Europe and North 
America have at various times asked how they can learn the lessons of Asia and 
apply them to their own situations. Why, asks Alice Amsden, isn’t the whole world 
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adopting the Asian model of development?3 In fact there is still a lively debate 
about the causes of the ‘Asian miracle’ and the extent to which the model has wider 
applicability, and this interest has generated a vast and intriguing literature, and 
part of the aim here is the distil some of the major findings from this large amount 
of research.

Importantly, these questions have been given new life in the aftermath of the 
recent global financial crisis from which Asia has emerged rather quickly and rela-
tively unscathed, leading some commentators to predict that the long-predicted 
move to greater Asian dominance in the global economy has now been accelerated. 
In the process there has been widespread scepticism about the continued relevance 
of an old neo-liberal model of development: former British Prime Minister Gordon 
Brown famously declared at the end of a G20 meeting that the Washington 
Consensus was dead. At the same time there has been renewed interest in the Asian 
model, which in the eyes of many had been dealt a fatal blow by the Asian eco-
nomic crisis of 1997. Some particularly interesting work has emerged on how Asia 
responded to this earlier crisis and how this put many countries in a much stronger 
position to face the more recent global turbulence.

In this paper I seek to address some key questions about this supposed miracle 
in Asia, and to evaluate the applicability of the Asian experience to other under-
developed regions – and Africa in particular – seeking to enhance their own rates 
of progress. The focus is very much on policy lessons from the Asian experience 
and the extent to which these are transferable to quite different situations. This 
involves trying to unravel the extent to which key factors in Asia were special to 
that region, or to the time when many Asian countries began their transformations. 
One basic question concerns whether there is really such a thing as an Asian model 
that is identifiably different from the neo-classical paradigm that has dominated 
most discussions in the literature on development theory and policy, especially in 
international institutions such as the World Bank and the IMF. I argue that the 
answer here is a clear ‘yes’, and move on to suggest that while there were differences 
between individual nations in how the model was applied, there are enough com-
monalities to support the idea of a basic set of ideas informing policy across the 
region. I then summarise the basic features of this model, but importantly I sug-
gest that the economic basis of the Asian approach cannot be separated from some 
other key political, cultural and other components, and that Asian success cannot 
be understood without examining the global and regional environments, including 
the strategic situation, in which these momentous changes took place. With this 
contextual analysis in mind I also look at the different variations in the basic model 
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that were applied to individual countries in the region, and present a general clas-
sification of these approaches. Next I bring the discussion to the present day and 
consider two key issues. Some ten years ago the East Asian region was engulfed by 
a financial crisis of epic proportions, and this led some commentators to suggest 
that these events have discredited the Asian model to such an extent that it is now 
irrelevant in terms of the policy debates about development alternatives for the rest 
of the world. Along similar ideological lines, such commentators also contend that 
the continued spectacular rise of China has resulted directly from its adoption of 
a standard Western and capitalist model of development. In fact, I argue, both of 
these propositions are incorrect. While there have been reforms in East Asia after 
the crisis, there has not been the convergence on a standard Western model that 
had been predicted. Similarly, while China has also been significantly reformed its 
basic approach to policy it is still in line with an identifiable Asian model. In fact 
China’s confident drive into the rest of the world – in search of resources, market 
and influence – has been accompanied by the enunciation of a Beijing Consensus 
that is challenging the power of the older and discredited Washington Consensus. 
This leads naturally to the last part of this paper which looks at the policy impli-
cations of this analysis for other parts of the developing world, such as Africa, in 
terms of the new opportunities provided by emerging relations with Asia, and the 
lessons that might be applied from the Asian experience for new approaches to 
development policy.

The Asian Model: A Challenge to Economic Orthodoxy?
For much of the period since the Second World War ideas about the most appropri-
ate policies that should be implemented to encourage significant and sustainable 
levels of growth have been dominated by an orthodoxy based on the tenets of neo-
classical economics. While there have been some challenges from other schools of 
thought, these have been generally short-lived.4 The dominance of this paradigm 
has been particularly marked in the last two decades or so, at least until the onset 
of the global financial crisis which, as I have already noted, has seen it completely 
discredited in the eyes of many commentators. Throughout this period there have 
been many opponents of the prevailing orthodoxy who have pointed to the Asian 
model as a viable alternative, and these voices have now become much louder and 
more influential. Here I want to review the history and particular nature of this 
continued and now revitalised challenge, stressing that the Asian model is much 
broader, more complex and more fundamental than has been appreciated by many 
commentators particularly in the West.
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The Challenge of the Asian Model: Basic World View
Most fundamentally, Asian success has called into question many of the dominant 
assumptions about the kinds of societies and institutions that are likely to emerge 
as nations go through a process of development, especially in an era of globali-
sation. For much of the post-war period there has been an assumption that as 
societies develop they also go through a process of ‘modernisation’ that involves the 
emergence of a range of Western-style institutions. Under globalisation this also 
involved an assumption that nations would converge on some kind of international 
‘best practice’. In fact, this does not seem to have happened. Rather, individual 
economies continue to differ from one another in quite fundamental ways and 
much attention has been given to the factors that account for these multiple trajec-
tories, and why these differences persist and are even magnified. It is no accident 
that almost all of this analysis has revolved around developments in Asia.5

Individual Asian nations have developed sufficient confidence in their distinctive 
modes of organisation to withstand external pressures for conformity to a ‘normal’ 
Western model. Some individual Western elements may have been introduced, but 
the dominant framework remains distinctively Asian in one form or another. This 
self confidence has been derived from a deep pride in their own historical and cul-
tural legacies and identities, but this has been sharpened by both recent economic 
successes and a determination that there must be no repeat of earlier failures and 
humiliations at the hands of Western powers.

One result of Asia’s economic success is the creation of increasingly powerful 
economic, financial and trade links that are binding Asia together ever more tightly, 
giving rise to what some see as a new form of pan-Asian identity, one that is based 
on some common cultural patterns, historical trading links going back several cen-
turies and a shared colonial experience, but more importantly on a new sense of 
success and confidence derived from the remarkable growth that has taken place in 
the region since the 1960s. In his much quoted essay on the ‘Asianisation of Asia’, 
Funabashi Yoichi argues that the realisation of shared values and interests in Asia, 
and the strong ties and co-operation emerging in the region can make a valuable 
contribution to a new world order.6 Such a view has been developed further by 
that very eloquent Singaporean commentator on Asian affairs, Kishore Mahbubani 
who has stressed that the reassertion of Asian values represents a complex process of 
regeneration and rediscovery that is an inevitable aspect of the rebirth of societies, 
an argument I will return to in relation to Africa.7

Very much in keeping with Mahbubani’s interpretation are the current debates 
raging in Asia about the applicability to local societies of concepts of democracy, 
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human rights and the whole structure of what constitutes legitimate political life 
derived almost exclusively from the experiences of Europe and North America. 
Sylvia Chan, for example, has presented some provocative arguments about the 
complex relationships between liberalism, democracy and development in Asia, 
and in the process has challenged much of the conventional wisdom, or perhaps 
wishful thinking, about the universal applicability of these values.8 In the Asian 
development experience, the guarantee by the state of certain economic, civil and 
political liberties has been essential, but the forms of these have not corresponded 
with the conventional Western templates. More specifically, a number of authors 
have examined alternative approaches to democracy and human rights in various 
parts of Asia, moving the debate well beyond any suggestion of mere justifications 
for authoritarian regimes, while at the same time highlighting some quite distinc-
tive Asian models.9 It is clear that cultural and political change is moving rapidly 
in Asia along with economic transformation. New structures and aspirations are 
emerging, yet these do not arise from a vacuum. Asia’s rich historical legacy, and the 
institutions that have been shaped over the years, give a particular and distinctive 
feel to these new forces and forms – a complex mix of tradition and transformation.

The Challenge of the Asian Model: Economic Systems and Policy 
Frameworks
This dissent from a Western norm certainly also extends into the design of eco-
nomic policies. There is little acceptance in most Asian countries of Western 
inspired prescriptions for successful economic and financial management, such as 
those enshrined in the ‘Washington consensus’. A number of researchers have sug-
gested that the Asian model of growth is in fact a case unto itself. Chalmers Johnson 
has gone so far as to argue that the success has been based on the combination of 
some of the best features of both the capitalist and socialist systems, yet avoiding 
the major weaknesses of each.10

It is perhaps the role of the state in Asia that has given rise to most controversy. 
The theory of the developmental state has drawn on a number of important strands 
of economic thought that highlight the key roles that governments may play.11 
Rosenstein-Rodan’s theory of the ‘big push’ was one such key foundation, based on 
the argument that a minimum quantum of investment was necessary to kick start 
growth, something that could not be achieved by small increments of finance.12 So 
was Alexander Gerschenkron’s work on late industrialisation in which he affirmed 
that as global production increases and hence the minimum scale of efficient output 
is raised so the size of investments must also increase markedly, and only through 
state involvement can nations seek to join the club of industrialised powers.13
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The Asian policy framework has been characterised by Robert Wade, one of 
the most influential researchers on this model, as involving two key elements: 
‘a politically-empowered exercise of foresight and a bureaucratically-empowered 
array of measures to promote the industries and technologies needed for the econ-
omy’s future growth’ (p. 110).14 Here I will summarise some of the key elements 
within this approach, but stress that it is the way in which these individual com-
ponents have fitted together to produce a coherent whole that is most important. 
It should also be noted that there was some variations between different Asian 
countries in the precise nature of these policies, but there were also some general 
similarities of approach. The Asian model did not just involve ‘picking winners’ as 
has been suggested rather simplistically by some of its critics: the reality was much 
more subtle and complex.

From the vast literature on the Asian model let me draw what I think are its 
most salient features:
•	 The identification of clear goals and a strategy for the remarkably single-minded 

pursuit of these targets. In South Korea, for example, there was not simply a plan 
for the economy, but for all parts of the society, including foreign and defence 
policy, to create a prosperous, strong and self-reliant nation.15

•	 It has often been noted that certain cultural elements and historical circum-
stances were particularly favourable especially during the early stages of Asian 
growth, but it must be conceded that these governments were extremely adept 
at responding effectively to initial advantages and in meeting crucial challenges.

•	 This concerted exercise in long-term policy development, project implementa-
tion and community mobilisation could not have been successful without strong 
and effective leadership; however its precise form varied markedly between dif-
ferent Asian nations.

•	 A key task for each ruler was to help build effective bureaucratic systems and 
ensure that these evolved to keep up with the rapid changes that were taking 
place in the economy and the wider society. Such systems partly grew out of 
the political and cultural traditions of each nation, but governments were also 
active in the building of new institutions to meet emerging needs but that were 
also compatible with existing structures and traditions.

•	 But it must also be remembered that good leadership can only be truly effec-
tive with the compliance of a mass of willing followers. It has often been argued 
that the Confucian heritage of much of East Asia gave rise to a particular form 
of group identification, however in Confucianism the ruler must earn the 
respect of his people. Thus the successful economic performance of East Asia 
has enhanced the legitimacy of its rulers, and in turn produced an enhanced 
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willingness to follow these leaders. Governments in the region have generally 
been at pains to ensure that the fruits of development have flowed down in a 
reasonably equitable fashion to the bulk of the people, ensuring more harmoni-
ous social and political relations.

•	 The state played a central role in all aspects of development planning and imple-
mentation, and policies and priorities were clearly articulated through a series of 
industrial policies that set in place a comprehensive approach to the achievement 
of national prosperity. Key industries were identified, protected and supported 
until they were strong enough to be competitive in world markets. Extremely 
large investments were made in physical infrastructure such as ports, roads and 
telecommunications systems, and in social infrastructure such as education.16

•	 One result was that government-business relations were so close that in some 
ways it was impossible to define clear boundaries between the two entities, 
but in most cases – and especially in the earlier stages of development – the 
government played a very important role as initiator and co-ordinator of new 
initiatives.17

•	 Exports were the key engine of growth. Competitiveness in export markets 
required close attention to labour and other production costs, and to the careful 
management of macro-economic policy and exchange rate settings.

•	 To support these ambitious goals and targets Asian governments also embarked 
on massive and ambitious programmes of investment. In part this was financed 
through the mobilisation of local savings, which throughout East Asia reached 
very high levels.18

•	 All national governments maintained tight control of their financial and bank-
ing systems and mobilised them to support national development priorities. 
Preferential credit facilities were provided for industries targeted as especially 
strategic in the long term.

•	 Above all the Asian model did not involve just a narrow concern with the econ-
omy: it was about the transformation of entire societies, and involved all sectors 
making their contribution to the achievement of national goals. The population 
felt that it was involved in a great and vital national enterprise, and was willing 
to work enormously hard and make sacrifices in the interest of future generations.

The Challenge of the Asian Model: Production Systems and Networks
In the features of the Asian model presented so far it could be argued that there 
is a reasonably high level of uniformity in the historical experience of the major 
nations, and a general agreement on the general factors that are important in the 
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stimulation of high growth rates. However it is in the operationalisation of these 
broad principles that distinctly national variants in the model emerge very clearly, 
especially in the creation of particular production systems to generate the competi-
tive exports at the core of the model.

In a landmark report, the United Nations Industrial Development Organisation 
(UNIDO) has argued that rapid technological advances has made possible the 
fragmentation of production into a series of stages performed in various locations 
around the world and reintegrated at a later stage.19 This can generate considerable 
increases in efficiency and reductions in costs, and allows some developing coun-
tries to upgrade their industrial capacity. While the development of such systems 
has been a global phenomenon, it is in Asia that they are most developed: indeed, 
they are central to the Asian model and to the recent success of the region. The 
precise forms of these networks have varied significantly between economies such 
as Japan, South Korea and Taiwan, but they all share certain common features. 
Biggart & Hamilton argue that the real secret of Asian economic success does not 
lie simply with the nature and effectiveness of Asian culture, management systems 
or governments, but with the fact that each country has adopted a different strategy 
based on its own culture, traditional ways of organising things, and the nature and 
capacity of its government.20

In Japan, the early success of the industrialisation process was based on the role 
of the large enterprise groups, or zaibatsu. These were groupings of firms, usually 
owned by families. Each of these firms kept separate books, but all of the enter-
prises in the group had shared investments, co-ordinated business plans and shared 
staff. On the insistence of the United States, these groups were disbanded at the 
end of the Second World War, but they quickly re-established themselves in the 
form of the large companies of today – Mitsui, Mitsubishi, Sumitomo and so on. 
In most cases, a major bank sits at the centre of the group, helping to provide access 
to investment finance and other services. Each group also has its own network of 
suppliers, small or medium sized companies that provide spare parts for the parent 
group. These are separate companies, but they are given assistance by the group in 
areas such as the development of improved management, the introduction of new 
technologies, and the achievement of high standards of quality control.

In Korea there are also large business groups (chaebol), such as Hyundai, 
Samsung and LG, and in some ways they are similar to the Japanese system just 
described. This is not surprising, given that Korea was a Japanese colony for much 
of the first half of the twentieth century. The dominance of a small number of 
large firms was established from the very beginning of the transition to the modern 
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economy in Korea, and this in turn determined the structure and nature of the 
production networks that linked these large companies to their smaller suppliers.21

In Taiwan a very different system has emerged, partly reflecting traditional 
Chinese cultural values. Here the majority of traded products have come from 
small and medium family enterprises. The production system has been dominated 
by networks of small firms that often work together to respond quickly and flexibly 
to new market demands. As orders for particular products dry up, these networks 
dissolve and re-form to respond to a new wave of orders for quite different prod-
ucts. These networks are held together by social and family bonds rather than a 
commitment to any particular product; hence they can react quickly and creatively 
to new conditions.22 A few large scale state-owned firms were important in Taiwan’s 
industrialisation history, but almost all of these acted as larger scale producers of 
basic materials (such as steel and chemicals) for the small company sector.

In diverse ways, the distinctive networks in each economy were nurtured by a 
range of government policies and incentives, and in attempting to understand the 
dynamics of the various systems of networks an understanding of the role of the 
state is absolutely essential.23

In the growth of Asia, it is not just production networks at the national level 
that have been crucial, but also at the regional and international scales. The inter-
nationalisation of production has been well established for several decades, but 
grew particularly after the early 1980s. It was with the development of a set of 
sophisticated production systems centred on Japan that the region really entered 
the new era of global sourcing. Japanese control of advanced technology was a key 
ingredient here, allowing parent companies to control the entire process.24 Given 
the high value of the Yen in the early 1990s and the very high cost of labour in 
Japan, many companies found it advantageous to set up factories in various parts 
of the region to supply component parts or finished items to the Japanese and 
global markets. As part of this internationalisation, many firms that had acted as 
sub-contractors in Japan were also encouraged to set up their own operations in 
close proximity to the new offshore plants.

As growth progressed in Korea and Taiwan, currencies appreciated and labour 
costs also increased, prompting similar international investment. A series of new 
production zones and growth triangles were emerging, straddling the borders 
between nations.25 This increased level of integration within East Asia has encour-
aged a number of plans for greater level of regional co-operation through free trade 
agreements and other mechanisms.26

The dramatic growth of China has also encouraged the emergence of new pro-
duction networks in the region. China is, for example, increasingly integrated into 
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the production networks of Japanese and Korean companies, and much has also 
been written about the networks created by communities of Overseas Chinese. 
These groups have been massive investors in China, so much so that there has 
been speculation about the emergence of a ‘Greater China’ or a ‘China Circle’.27 
Naughton argues that the development of a functional economic region consisting 
of China, Taiwan and Hong Kong ‘represents in certain respects the triumph of 
economics over politics’ (p. 3).28

Varieties of Asian Development Models
As has been clear in the above discussion, while there have been some important 
commonalities in various Asian approaches to development, there have also been 
significant differences, particularly at the level of the production system, reflecting 
local conditions, priorities and institutional foundations. By way of summary and 
conclusion to this section of the paper let me give a brief sketch of some of the key 
features of each of the most important national approaches:

1. Japan. Emphasis on building a strong, integrated and balanced industrial struc-
ture, including the identification of key sectors needed for national security. 
Strong central control and co-ordination through a key government agency, the 
Ministry of International Trade and Industry. Central role of large industrial 
conglomerates, usually built around a strong bank. Construction of elaborate 
and long-term networks of suppliers of components. Strong emphasis on the 
generation of continued technological upgrading through the research and 
development activities of the parent firm, and through the positive encourage-
ment of improvements within component manufacturers.

2. South Korea. Use of most of the features of the Japanese model, but central gov-
ernment control even more marked than in Japan. Strong nationalistic element 
in response to threats from North Korea. Conglomerates – often controlled by 
key families – very dominant, but banks kept separate from them and under 
tight government control. Much government assistance to efforts to upgrade 
technologies and move to higher value products. Discouragement of foreign 
direct investment – overseas finance brought in where necessary by government 
and re-lent to conglomerates chosen to build up new target industries.

3. Taiwan. Emphasis on small and medium enterprises as key drivers of exports. 
Government-owned companies established to provide key inputs for indus-
try, such as steel and chemicals. Encouragement of constant restructuring of 
the economy to meet changing needs through nimble and flexible smaller 
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companies. Considerable government assistance for the development of new 
technologies.

4. Malaysia. Attractive tax and other incentives provided to attract foreign invest-
ment, especially from Japan. Large programs of assistance provided to emerging 
enterprises owned by Malays. Positive discrimination in education and other 
areas also provided to Malays. Large government investment in various pro-
grams to encourage new technologies.

5. Thailand. Similar reliance on foreign investment, but also strong support of 
local businesses. Many large industries and strong exports built around the agri-
cultural base of the country. Identification of a small number of key industrial 
sectors, notably the car industry, for special attention.

6. China. Massive industrial base inherited from earlier phases of development, 
but many state-owned enterprises in desperate need of restructuring. Very large 
inflows of investment, especially from other Asian countries to supplement very 
high domestic savings rates. Very large trade surpluses used partly to help secure 
future supplies of raw materials and energy.

The Asian Model in the New Millennium
Several relatively recent developments have now brought the Asian model into a 
rather different perspective. The onset of the Asian financial crisis in 1997 was seen 
by some as completely discrediting this form of development theory and policy, 
however more recent developments in the region, and some new interpretations, 
have forced us to rethink many of these hasty judgements. Also, the rise of China 
and its continued dramatic growth have also redirected our attention to theoretical 
and practical approaches coming out of Asia that are both plausible and effective, 
both within their own terms and as models for other developing countries. Of 
considerable interest is the emergence of what is becoming known as the ‘Beijing 
Consensus’ as a challenger to the existing orthodoxy.

Did the Asian Crisis Render the Asian Model Irrelevant?
Several commentators have argued that what has in fact emerged in much of East 
Asia is a bitter ideological and policy struggle between the neo-liberal school and a 
more nationalistic group that stresses the need to return to some of the core values 
of the Asian model, albeit with some modification. Influenced by the international 
financial institutions and a number of Western governments, the reformers in 
countries such as Korea urged the complete restructuring of the entire political and 
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economic system in line with neo-liberal doctrine. But it is far from clear that such 
an outcome has been achieved. There have been reforms, but also some reversals 
of earlier policy initiatives, and the existing domestic policy and economic regimes 
are, in the views of many, substantially intact.29 Changes have been most appar-
ent in the countries most directly affected by the crisis and by the need to seek 
International Monetary Fund (IMF) assistance – Indonesia, Thailand and Korea. 
But even here there has not been the wholesale movement to neo-liberal approaches 
that many had predicted. The actions of the IMF and a number of Western gov-
ernments in the immediate aftermath of the Crisis continue to be seen by many 
in Asia as an attempt to impose neo-liberal prescriptions on an unwilling region 
that had its own ways of stimulating growth.30 Wade has argued that in many cases 
Asian countries have deliberately tried to give the impression of going along with 
IMF prescriptions but in fact they have returned to many of the policies that had 
been dismantled during the 1990s.31 There has been a return to the practices of the 
developmental state but often – with World Trade Organisation (WTO) rules and 
norms in mind – ‘below the radar’. There was a widespread feeling in much of Asia 
that the 1997 crisis was the result not of internal shortcomings but of a premature 
liberalisation of the financial system, largely in response from intense pressure from 
Western governments. This explanation has been given added weight by the current 
crisis, and many Asian commentators are urging their governments – and those of 
the developing world more generally – to eschew such early liberalisation and avoid 
the impacts of financial shocks originating in the West.32

The experience of the last decade has shown that development policy is not just 
a technical matter, but is highly political and therefore contested. In many cases 
political elites have simply used the new situation to their continued advantage. 
Importantly the state has also used this new opportunity to reassert its influence 
over the economy: the precise nature of instruments of state control or leverage 
may be different but the state’s role is just as central as ever.

But perhaps even more interesting than the adjustments that have taken place 
at the national level has been the development of renewed interest in regional co-
operation to directly address the internal and external problems that led to the crisis 
of 1997. Asia’s rising self-confidence was severely dented by the crisis and there has 
been a grim determination to build structures that would ensure that there could 
be no repeat. Willingness to invest political capital in regional organisations such 
as the Association of Southeast Asian Nations (ASEAN), ASEAN Plus Three (the 
nations of ASEAN plus Japan, South Korea and China) and the Asian Summit pro-
cess could all be interpreted as direct responses to the crisis and as symbols of Asian 
solidarity. A range of financial measures known as the Chiang Mai Initiative were 
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agreed to encourage co-operation, especially to head off any potential problems, 
and new regional bodies such as an Asian Monetary Fund (AMF) and an Asian 
bond market are being actively discussed.33

Is China Following an Asian Model?
The seemingly inexorable rise of China is particularly significant, but can it be 
considered as part of the tradition of the Asian development model? Many com-
mentators from the orthodox economic school have argued that China’s success 
has been grounded on its abandonment of its old Communist agenda in favour 
of a capitalist system, but this would appear to be a gross oversimplification. Liew 
has argued that history, geography and institutional structure are all important 
in the choice of paths to development, and in particular the role of the Chinese 
Communist Party – albeit undergoing constant reform in the post-Mao period – 
has been central.34 The party has been able to reinvent itself and hold its monopoly 
position over power, and the market has been used as a tool of state power rather 
than as a replacement for it. Similarly, Baek has argued that China has adopted 
many features of the earlier East Asian developmental model.35 The state has con-
tinued to maintain strong control over the financial system, gives strong support to 
a large number of state-owned enterprises, has fostered a range of national heavy 
industries, and has based its growth on the fostering of both export competitive-
ness and of domestic savings – all familiar features of earlier growth strategies in 
East Asia.

The example of China has renewed interest in the old question of ‘flexible rigid-
ities’ in East Asia.36 Orthodox economic theory makes a strong push for complete 
flexibility in markets, in allowing entry and exit of firms in any sector, and in the 
role of the financial system. But as Dore has pointed out, countries in East Asia 
have attempted to set out a strong vision for the future, have developed industrial 
policy frameworks for key sectors, and at least in the earlier phases have controlled 
the banks and the provision of credit very carefully.37 This has inevitably meant 
some degree of ‘rigidity’. However at the level of the individual firm, and especially 
for smaller enterprises, there has been a greater emphasis on flexibility, allowing 
entrepreneurs to take advantage of new opportunities.

The Beijing Consensus
The term ‘Beijing Consensus’ has been around since at least the mid-1980s, but it 
was popularised in a paper by Joshua Cooper Ramo, but since then has taken on a 
variety of economic and political connotations.38 In his formulation, Ramo argued 
that the rise of China is having enormous ramifications both inside the country 

Building new 
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a viable strategy.
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and in the wider world. China is achieving nothing less than the reshaping and 
reordering of the international system through the introduction of ‘a new phys-
ics of development and power’ (p. 2). This not only promises to other nations the 
development of new and effective development policies, but also ways to achieve 
true independence and freedom of action within a new international order, and 
is therefore a replacement of the highly prescriptive Washington Consensus. It is 
based around three key ‘theorems’, he suggests:
•	 Rather than assuming that developing nations must start with simple and often 

outdated technologies and then graduate to more leading-edge approaches, it 
urges the immediate adoption of the most modern innovations ‘to create change 
that moves faster than the problems that change creates’ (p. 12).

•	 In periods of rapid change it is impossible to control everything from the top. 
Sustainability and equality are central to new policy directions, so that income 
growth and quality of life are maintained, and social disruption and instability 
are minimised.

•	 Self determination must be maintained through the creation of the leverage nec-
essary to resist any hegemonic powers that might seek to dominate the nation.

In terms of economic policy, we have seen that China has already adopted many of 
the tenets of the Asian development model as it emerged in countries like Japan, 
Korea and Taiwan, and all three of those nations have a significant stake in the cur-
rent Chinese economy, tending to maintain and reinforce many of these methods 
and approaches. Such economic models are now being transferred into Africa and 
Latin America as China quickly expands its influence there. But it is in the politi-
cal and security domains that the particular attraction of the Beijing Consensus 
rests. Beijing now offers a rallying point for all those who oppose what they see as 
a US-oriented project of imperialism, as well as the exploitation that goes hand in 
hand with the policy prescriptions of international organisations such as the IMF 
and the WTO.

As such, this approach encourages the use of state power to achieve key national 
goals, and this includes the continued use of methods that the rich countries were 
able to adopt during the earlier phases of their rise, but which they now seek to 
deny to poorer nations now seeking a development transition of their own. In what 
is now a very influential book in much of the developing world, Ha-Joon Chang 
argues that it is a tragic mistake for richer countries to attempt to deny developing 
countries the right to adopt policies and institutions that are most appropriate to 
their needs and their current stages of growth.39 Robert Wade, in looking at the 
legacy of his own important book on the role of the state in Taiwan’s development, 
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makes a similar point.40 While governments in rich countries are allowed much 
flexibility in setting policies aimed at upgrading those industries most crucial for 
their stage of growth, WTO regulations severely restrict such intervention in indus-
tries that are important for nations in transition to industrialisation. This seems 
designed to ensure that already wealthy countries will not be challenged, while 
underdeveloped countries will remain trapped in poverty. It is to this kind of per-
ceived unfairness in the current global system that the Beijing Consensus has a 
particular political resonance.41

We must be careful of course to try to separate out the impact of the intellectual 
arguments that have surrounded the success of East Asia as a whole, from the nar-
rower appeal of China’s foreign policy agenda. China is now heavily involved in 
trying to further its own economic prospects through the signing of large resource 
deals with a range of countries around the world, but at the same time it has 
launched what has been called a ‘charm offensive’ to further its general influence 
in the world. In Africa, for example, a recent World Bank Report has argued that 
economic growth in East Asia generally, and in China in particular, offers the con-
tinent its own ‘Silk Road’.42 But this economic appeal is supplemented by large new 
aid initiatives and assistance in fields such a health care.

Two kinds of criticism of these initiatives from Beijing have emerged. The 
orthodox economic response has of course been to question the wisdom of adher-
ing to the East Asian style industrial policies. For example, it argues that growth 
in Asia was the result of good macro-economic management, and the contribu-
tion of industrial policies was minor or even negative.43 Hence the case for other 
countries following such policies is weak, and under current rules governing world 
trade may be illegal. Other critics have pointed to Chinese support for African 
regimes with somewhat questionable human rights records, suggesting that princi-
ples of non-interference in the internal affairs of others may not be justified in such 
circumstances.

There is also the question about the role, if any, of industrial policy and govern-
ment initiatives as countries attempt to move up the value-added chain into more 
technologically advanced forms of production. Emphasis on technology is one of 
the key elements of the Beijing Consensus, and certainly Chinese planners express 
concern that China must take care not to be trapped in the role of a low-cost, low-
technology producer. The difficulties that both Korea and Taiwan have experienced 
– and indeed are still suffering – as they attempt to consolidate such a transition 
to high technology status serves as an important object lesson in the immediate 
region.
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A great deal has been written about the next stage of East Asia’s growth, espe-
cially in the light of the Asian crisis of 1997.44 While much of this work has echoed 
the assumptions of the dominant economic orthodoxy, there are an increasing 
number of voices coming out of Asia itself suggesting a return to some of the 
ideas of the developmental state, albeit in a significantly modified form.45 Such 
writers argue that a significant state role is still needed to accomplish some of the 
key tasks that will be needed for a successful transition to a new kind of economy: 
coordination and planning for complex new situations, development of innovative 
vision, building of new institutions of various kinds, the management of the con-
flicts that are bound to accompany such profound societal changes.46 Globalisation 
does not reduce the need for state action, rather there needs to be redefinition of 
the key tasks that must now be undertaken to control and mould these forces to 
meet national needs through the management of currency appreciation, invest-
ment flows and industrial restructuring.47 These messages have been given extra 
weight since the global financial crisis. Wade, for example, has argued that we have 
entered a new era in which the old neo-liberal model will no longer have unques-
tioning acceptance, and it has been the example of Asia that has undermined this 
old edifice and opened the way to a whole new set of possibilities.48 One result may 
well be that many countries around the world will now find what Stefan Halper has 
called Beijing’s ‘market authoritarian model’ increasingly attractive.49

Policy Implications for Africa and the Rest of the 
Developing World
Several commentators, as well as policy makers from around the world, have urged 
various governments to adopt the Korean or Taiwanese models of development, but 
it is far from clear whether such a transfer can work. As we have seen, many aspects 
of the Asian transformation can be interpreted as being very culturally and histori-
cally specific. Cultural values in regions such as Africa are far different from those 
in Korea, and countries could not now expect to derive the economic advantages 
that Korea and Taiwan were able to derive during the Cold War. Even if it were 
possible to transfer development models in this way, do nations that adopt such a 
high growth path to development risk the sort of damaging crisis that befell Asia in 
1997? Is it possible to adopt these methods in the early stages of growth and then 
undertake a careful and appropriately sequenced series of reforms that can avoid 
later instability? This latter question is of great relevance to China at the moment.
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These issues are particularly problematic for those commentators who believe 
that cultural factors have been central to the success achieved in Asia. It has been 
argued, for example, that virtues of thrift, saving, hard work, respect for proper 
authority, and the high value placed on education, have been at the core of Asian 
success, many of them deriving from a common Confucian heritage. The impact of 
such a special cultural complex is extremely difficult to dissect in detail, and would, 
of course, be next to impossible to replicate in different environments.

These are subtle and persuasive arguments, but there are other important points 
to make in defence of comparative analysis. It should be noted that there has been a 
long history of borrowing ideas and methods in the international development field. 
The basic notion of the developmental state, and some of its key institutions, have 
been transferred and adapted within various Asian countries from Japan to Korea, 
Taiwan and Singapore, often within radically different political and institutional 
settings.50 Chang has even suggested that many features of the Japanese model were 
in fact adapted from much earlier policies developed by Britain, Prussia, the United 
States and others to initiate their own early stages of industrialisation.51

Mainstream, neo-classical economics has, of course, no qualms in making 
pronouncements and policy prescriptions that are independent of both regional 
variations and historical or institutional context. Economics has propounded a set 
of invariant laws and policies, based on theoretical positions on the invariant supe-
riority of markets, free trade, free flows of investment and the presence of a set of 
‘correct’ institutions. As a result, a number of institutions favouring such theoreti-
cal underpinnings have been criticised for their ‘one size fits all’ approach to policy 
making. I am certainly no advocate of such an approach; however I do believe that 
with proper concern for historical and institutional contexts some useful insights 
can be gained from cross-regional comparisons. Useful work has been done on 
comparisons of the role and nature of the state in Asia and Latin America.52 Some 
studies of comparing Asian and African models of development do exist, but such 
research is comparatively poorly represented in the literature.53

One key question about the transferability of the Asian experience to Africa 
concerns the ways in which the world has changed since the rise of the Asian Tigers, 
beginning in the 1960s. Back then the pressures deriving from the Cold War 
ensured that developed nations were happy to receive large levels of imports from 
emerging nations in East Asia. But since then competition has increased, pressures 
on producers in Western nations resulting from growing Asian competitiveness 
have intensified, and new rules enshrined in the WTO have made it much more 
difficult to adopt many of the policy measures used so effectively in Asia.54 Indeed, 
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some critics have argued that the rich countries have attempted to ‘kick away the 
ladder’ by refusing to allow developing countries to adopt the development strate-
gies that have been successful in the past.55 However, some authors have suggested 
recently that there may still be ways in which governments can play a constructive 
role in triggering development.56 This is a key area for policy concern and one that 
needs to be explored in more detail. As Wade and others have pointed out, many 
countries simply ignore WTO rules in this area, and any attempts to enforce com-
pliance even when they are successful take a very long time to have any effect.57

By way of conclusion then, let me draw out what I see as the key policy issues 
and recommendations coming from this paper on the Asian experience that are 
important for countries like those of Africa.

1. The Asian model was extremely successful in lifting a large proportion of the 
global population out of poverty. It represents a quite distinctively different 
approach to development and one that still deserves a great deal of analysis.

2. While lessons can be learned directly from the Asian experience, it is more 
important to learn some more basic truths from Asia: alternative pathways to 
development outside the dominant paradigm are possible, and the most effec-
tive development strategies are those that harness local institutions, social 
systems and political realities.

3. The recent Global Financial Crisis did much to discredit what had been the 
dominant neo-liberal paradigm of development, hence it is now much more 
possible to discuss the applicability of alternative models such as those derived 
from the Asian experience.

4. The Global Financial Crisis also accelerated the movement of the centre of grav-
ity of the global economic and political system towards the East, and it is clear 
that China in particular is advocating a quite different approach to development 
from that favoured by the West. For its own reasons of self interest China is also 
investing very large amounts into Africa, Latin America and other developing 
regions. Hence it is now possible for African nations to play off East against 
West in a way that is reminiscent of the Cold War situation.

5. Development policy is not just a technical matter, but is a profoundly political 
process that involves intense contestation. A strong and effective state is needed 
to oversee and co-ordinate these processes and to ensure that serious destabilisa-
tion does not take place.

6. A clear sense of vision is needed, but one that is compatible with local resources 
and institutional capacities.



22B R E N T H U R S T  D I S C U S S I O N  PA P E R  2 0 1 0 / 0 7

THE ASIAN ‘MIRACLE’  AFTER THE GLOBAL F INANCIAL CRISIS

7. Such visions of the future need to reflect an appreciation of the past and a will-
ingness to accept that the past did have value and should be celebrated. Building 
new societies from scratch in the image of the West is not a viable strategy.

8. In the early stages of development many of the strategies adopted in Asia in its 
rise still have merit, although WTO rules now make it more difficult in certain 
areas. The state can still lead the development process and is likely to be more 
effective than the unaided market, but only if state capacity can be brought to 
a high enough level. Developing countries need to work together to demand 
from the international system the development space needed to allow them to 
move through these crucial early phases more easily.

9. The Asian crisis of 1997 did not signal the end of the Asian model of devel-
opment, and the emergence of the Beijing consensus is providing a renewed 
challenge to the prevailing orthodoxy in development policy, especially in the 
aftermath of the global financial crisis.

10. Regional co-operation is now more valuable than ever to meet the new chal-
lenges of globalisation and to assist individual countries dealing with emerging 
problems. Regional solidarity is also important in working for the rights of the 
developing world in an international system controlled by the rich countries 
and largely operated for their benefit.

11. Crucially, as we have seen, the rise of Asia was accompanied by a strong sense 
that Asia was the successor to a proud and productive history, and that individ-
ual nations in the region shared many common characteristics and viewpoints. 
As the region prospered this process of the ‘Asianisation of Asia’ gathered pace 
and assumed great importance. A key task may be now for other regions such as 
Africa to reassess their own histories and initiate a process of the ‘Africanisation 
of Africa’.
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