
EXPLANATIONS OF EAST ASIAN ECONOMIC DEVELOPMENT

The spectacular growth of many economies in East Asia over the past 30 years The exercise has value because finding
the right explanation might suggest.

The same comparative exercise can be performed to test for openness imports and exports as a percentage of
GDP , taking into consideration such factors as the geographical size of the country, an important variable in
determining the degree of openness of an economy. A similar argument can be made in the case of a positive
exports-technology correlation across countries: developing countries that are better in learning and applying
advanced foreign technologies will enjoy an important advantage in the world markets and will be able to
achieve a strong export performance. For instance, in successful economies one usually finds policies that
encourage low fiscal deficits and good educational systems. By improving the quality of textile making
equipment to both upgrade the quality and quantity of silk, Japan became the world's largest exporter of silk in
 These findings represent a powerful reinterpretation of the growth-saving relationship. The debate over why
they have grown so well in the past raises difficult questions about regional growth in the future and about the
aspiration of countries elsewhere to replicate the East Asian success. Just when one seems to have arrived at
the above unambiguous and intellectually satisfying conclusions, a nagging doubt recommends checking on
how sensitive these findings are to changes in the main parameters of the growth accounting exercise, such as
the a parameter usually at 0. East Asians value education in these fields more than the liberal arts, social
sciences, and humanities. The theoretical argument suggests that because a country is oriented to exporting, it
becomes exposed to foreign technology: export orientation is the cause of technological advance. China,
Indonesia, Japan, Malaysia, and Thailand did better, achieving growth rates of percent. The Dutch would
collect the commodities and monopolize the export trade. He found that accumulation of capital and an
increase in the labor participation rate had a relatively minor effect, while technological progress accounted
for most of the growth in output per person. It would assign to government both a microeconomic and a
macroeconomic function. This impressive achievement is, however, still modest compared with the
phenomenal growth of Hong Kong, Korea, Singapore, and Taiwan Province of China, known as the "Four
Tigers" because of their powerful and intimidating economic performance. Moreover, they appear to generate
beneficial spillover effects for the rest of the economy. First, because education is a normal good or perhaps
even a luxury good at the higher education levels , the demand for education increases significantly when the
economy grows and the population becomes richer. This third position essentially claims that we cannot say
anything meaningful about selective interventions, because we cannot properly identify the role that such
policies play in the determination of economic growth. The U. These findings raise the possibility but do not
prove that these initial conditions may help explain the phenomenal growth rates we observed in East Asia
after  The conclusion is that the view of these activities as engines of growth does not find much support in the
data. Some believe that increased use of labor and capital explain all growth; others are persuaded that the
answer to growth lies in the use of more efficient technology. The production possibilities of any economy at
any time are determined, according to this view, by the availability of physical resources and of innovative
technology. The comparison of the investment rates of the four economies with the investment rates of other
economies clearly rejects the view that investment rates were high in the Four Tigers in  Some Positive
Evidence Regarding Initial Conditions This section continues the examination of initial conditions, as a partial
remedy to the problem of causality. In the case of Hong Kong, Korea, and Taiwan Province of China, their
growth rates of total factor productivity are as outstanding as their output growth rates. It should avoid high
tax rates, price controls, or any other significant distortion of relative prices. It recognises that sometimes the
government has to choose interventions that are firm-specific, highly complex and non-uniform. In the same
vein, Kim and Lau , comparing the sources of economic growth in these countries with those of Germany,
France, Japan, the United Kingdom, and the United States, found that by far the most important source of
economic growth in these countries [the Four Tigers] is capital accumulation, accounting for between 48 and
72 percent of their economic growth, in contrast to the case of the Group of Five industrialized countries, in
which technical progress has played the most important role, accounting for between 46 and 71 percent of
their economic growth. The problem, however, is that observing a specific variable to be positively correlated
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with growth does not necessarily constitute a proof that this variable generates growth; it can be the other way
around. Krugman makes the comparison specific: The newly industrializing countries of Asia, like the Soviet
Union of the s, have achieved rapid growth in large part through an astonishing mobilization of resources.


