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The topic that T have been asked to address is Economic Development. One of the most notable features of
the last few decades is the rapid and dynamic development of Asia, in particular the region called East
Asia. Thus, before we go more deeply into the topic, let us look at where we have come from and what we
have achieved to date.

If you look at the ex-colonies and under-developed countries and regions in the world, namely at countries
in Latin America, Africa, Asia and Eastern Europe, you will find that of the regions mentioned; Latin
America has retrogressed from being a relatively developed region during the late 19" Century and early
20™ Century, to a set of developing countries later in the 20" Century. Countries like Brazil and Argentina
were actually developed as Southern Europe during the 1930s but they are now regarded as part
of the group called *“emerging economies”. Meanwhile, except for pockets of development, Africa has
remained as under-developed now as it was in the 1960s and 1970s. East Asia, on the other hand, has
developed tremendously during the post war decades, with GNP per capita rising from between 3% to 5%
p.a., throughout most of the region.

This increase in per capita income in East Asia has been achieved because the economic
growth rate has substantially exceeded the population growth rate. This increase in GDP
per capital has been paralleled by “economic development” and development on a wide
front, transforming the region from its under-developed status to its present dynamism
and development, the recent crisis not withstanding.

It must be stated that economic development can only occur when there is a sufficient rate
of sustainable economic growth. When sustained growth is achieved. a whole range of
development possibilities becomes available. With growth comes the stock of national
wealth as well as the development of the underlying infrastructure and superstructure
(both physical and institutional) that would enable the country to meet the needs of the new
n‘nllcmnum With it also come the qualitative aspects of development including a deep sense of pride, confidence
and the ability to be creative and to break new pathways in economic thinking, technology, management etc.

East Asian countries managed to grow their economies at around 6% to 7.5% per annum throughout the
post war decades to sustain investment rates of between 30% to 35% of GNP. Such sustained efforts were
made possible by Asia’s high saving rates as well as the achievements of political and social stability. The
resultant inerease in per capita incomes of between 3% to 5% per annum during this period has resulted in

rapid development and increase in standards of living mentioned earlier.
Is the East Asian growth miracle sustainable?

Professor Krugman stated that the East Asian growth model is not sustainable because it is merely
input-driven. He believes that like the Soviet model of investment-led growth, the East Asian model will also
falter because it is not accompanied by growth coming from technological progress and factor efficiency.
His words appear to have been prophetic because a few years afier he said that, the current crisis hit the region.

Is Krugman’s prognosis about East Asia’s sustainability right or wrong? As young people who will

3 HITACHI be the new leaders of the next century, that is the question that you have to grapple with. I would say that he
YOUNG is both right and wrong.

LEADERS There are certain things which he said are right and there are certain things which he said are wrong. What

INITIATIVE are the factors that Krugman said which were correct? He said that growth in East Asia has been input-

driven. Which means that we have been putting high levels of investments and because we have a young
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population, also high inputs of labour. This is correct.







