


and cultural diversity. However, given the much 
anticipated economic dominance of Asia over the 
next ten years, it is certainly worth trying to do so. 

gradually been sliding eastwards for a while now. 
Over the past ten years, Asia has accounted for 

– and all indications are that its growth will continue 

next decade.

recession while developed countries continue to 

be four percentage points higher than growth in the 

have established their place in the global economy. 

largest steel company, or Lenovo, the China-based 
computer technology company which did not exist 

Asian wealth shift
The centre of gravity of global wealth shifts east with decreasing 

that the combination of rapid growth and extensive 
internal restructuring has left many Asian companies 

West. And, because ownership is concentrated, 

Western companies were reeling from the recent 

HCL, the Taiwanese technology group, snapped up 

price of many domestic products, food, clothes, 
electronic goods and so on are always cheaper in 



important to consider consumer spending in dollar 

live in Asia and their purchasing power accounts for 

Although, overall, Asia is still a poor continent, with 

a day, Asian consumers are clearly growing richer, 
with average earnings in many countries doubling 

their newly acquired disposable incomes to buy 

Western consumption – or, more accurately, over-

countries. This is by no means a new phenomenon. 

and pottery, before moving on to heavier industrial 

in Asia do not need to spend as much money 
buying goods as their Western counterparts. Also, 
many Asian currencies are still recovering from the 

much better to measure growth through purchasing 

account. Through this lens, it is even clearer that 
Asia has done pretty well over the past couple of 

are Asian.

We must tread carefully, however, because another 
school of thought suggests that PPP measures 
exaggerate the numbers and it is much more 

Asia’s growth has been built primarily 
on Western consumption – or, more 
accurately, over-consumption. 



for Western consumers proved very satisfactory 
for all involved and Asian economies have grown 

their discussion of this, economic historians Niall 

have played pivotal roles in the unfolding drama. 

China, in particular, has used its exports to build up 

output – or, to put it another way, enough to buy 

simply consumed more and saved less, but, because 
the Chinese currency was pegged to the dollar, it still 
maintained low interest rates and a stable rate of 

third of this consumption was imports from China.

thirst for buying now and paying later has ground 
to a halt under the pressure of toxic loans and bad 

Asia, dependent as it is on foreign buyers.

China also boomed after opening up its economy 

export-led paths to growth, so much so that the past 

have not jumped on the bandwagon – Myanmar and 

The export model has helped Asian countries 

past decade, not to mention the ability to attract 
Western technology and expertise and the creation 

has been a dramatic shift in industry and the sheer 
speed of change has made it particularly challenging 
to maintain cheap and competitive manufacturing 

increasing, both government and the people have 

good governance – privileges that Western societies 

tempted some governments to put off other areas 
of economic development, the encouragement of 
domestic demand being a prominent example.



retains Western buyers for its myriad product ranges. 

‘would introduce new and dangerous distortion to 

On top of this, although increasing numbers of Asian 
consumers have developed a taste for shopping, 
private consumption currently accounts for only 

Three billion Asians currently spend a little less than 

Today China has 55 million middle-class households: 

the middle classes become big spenders, there is the 

could soon grow enough to offset falling consumption 

belts tighten, expect the Asian consumers to drive 

China is, of course, the movie star of Asia, with 
exponential growth potential. China now has a 

private sector and it has an increasing presence on the 
international stage – goodbye collective agriculture; 

importantly, foreign trade and investment. As a 

Chinese exports, which jumped ahead after WTO 

not in themselves built on debt, have been buoyed 
up along with all the other assets including American 
houses and shares during the credit bubble of the past 

the amount that is exported to the West, a decline 

is now saving – or, at least, not spending as much – 

already growing at roughly twice the pace of trade 
with the outside world. From almost nothing twenty 

now the biggest merchandise exporter to the Middle 

exemplary in using bilateral trade agreements to 

drive sustained export growth.

However, for now, Asia as a whole also needs to 

its foreign assets have provided a cushion against 
the vicissitudes of the recession. As Asian growth 

want their currency to strengthen because a strong 
currency effectively raises their prices abroad and 



energy production from sources other than coal and 

needs are enormous in scale.

which is second only to China as a fast-growing large 

by the global economic downturn according to 

two decades, it has moved away from its former 

has a limited reliance on exports, which account for 

resilience of the economy rests on a huge domestic 

trade surpluses. Not bad for a country which not so 
long ago had a centrally planned economy and was 
closed to international trade.

tops the world car sales charts despite car ownership 
currently resting at fewer than fourteen vehicles per 

Of course, this growth is not without its problems. The 
Chinese government faces numerous development 
challenges, including reducing its high domestic 
savings rate and correspondingly low domestic 

rural labourers and their families as they relocate 

which means that China is now one of the most 
rapidly ageing countries in the world. The government 

China is already well on the way to 
becoming the world’s biggest market for 
pretty much anything you can think of.



platforms, has welcomed over 1 million students to 
the various courses that it hosts for both academic 
institutions and corporate universities. The thirst for 

legislation ensures that a government or public sector 

from an increase in both pay scale and pension.

carrying out original research themselves – at much 

billion so the opportunities for well-educated, hard-

among the highest in the world, it remains a low-
income country, with inadequate infrastructure being 

in agriculture and related activities. Any development 
strategy will need to contend with the harsh realities 
of low productivity in the countryside, a massive 

population is expected to double over the next two 

textiles, but are now recovering.

a leading source of process and business model 
innovations. For example, the launch of the Tata Nano, 

as the centre for low-cost innovation, particularly in 
small vehicles. The industrial sector is also on the rise, 
currently expanding at a double-digit rate, and the 

curtailed as it is by poor harvests and low rainfall.

a year and about twice as many engineering and 
computing graduates as America, counting those with 

also witnessing some of the fastest rates of adoption 



trillion, is stitching together an economic community, 
even if their political and security harmony is more 

have already agreed to coordinate policies, including 
rate cuts, credit support and government spending 
after their export-orientated economies fell into a 

crisis. Maintaining a positive economic relationship 
with Myanmar, however, is an obvious challenge that 

military rulers face criticism from some members 
over its new election laws because of its treatment 
of political detainees, notably democracy icon Aung 

The shift

Given all of the above, it is evident that, as a whole, 
Asian economic growth will continue to outpace that 
of the West. Led by the sheer scale of growth in India 

Japan, South Korea, Indonesia and Vietnam, the centre 
of wealth generation is clearly shifting eastwards. The 
point at which China’s economy eclipses that of the US 
in absolute terms is, according to varied forecasts, just 
a few years out beyond 2020, but there is little doubt 
that, given the importance of the GDP PPP view, China 
itself will already be the centre of gravity for the future 
world economy at the end of the decade. Add in the 
rest of the ASEAN countries and it is clear why our third 
certainty looking forward is that there will be a steady 
and increasing shift of wealth to Asia from Europe and 
the US. The shift of economic power to Asia is pretty 
much a safe bet for 2020.

the total, not only to expand capacity but also to 

probably true that we are a slow-moving elephant 
but it is equally true that with each step forward we 
leave behind a deep imprint. There is a price that we 
pay in trying to carry all sections of our people along 

No discussion about Asia can be complete without 

was one of the hardest hit countries during the 

debt, ugly demographics and, worst of all, indecisive 

for years to come.

monarchy, a military dictatorship, communist states 


