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1. What are the key lessons from the East Asian Miracle?
· Asia’s growth outperformance due to its extremely high rate of capital creation – more than 3 times faster than in the US or EU.
· High savings  high investments
· From 1965-95, US gross domestic savings rate averaged 18% of GDP, and US economy invested 17% of GDP over the same period. In high growth Asia, the average domestic saving was 32%, thus able to generate sustainable investment rates of 31%
· Singapore – compulsory savings scheme (Central Provident Fund)
· China – high savings because there is lack of social security system like healthcare insurance, thus Chinese prefer to save more instead of spend.
· Government initiatives
· investments in human capital and infrastructure, both physical and institutional  increase private return to investment  promote growth
· support for education 
· provide intellectual infrastructure facilitating technology transfer
· human capital accumulation
· choose and push strategy
· preferential treatment in certain export industries, by providing explicit and implicit subsidies
· characteristic of a number of East Asian economies and appear to have been pursued particularly vigorously in Japan and in Korea
· Singapore – electronic sector in 80’s, financial sector in 90’s, bio-medical research now.
· However,
·  in both Japan and Korea efforts to subsidize some industries in the 1970s turned out to be counterproductive and costly
· In Taiwan, after two decades of government support, the car industry has never succeeded in export markets. 
· Export-orientated economy  build up of current account surplus

2. How is China’s growth experience similar or different from that of East and Southeast Asian economies?

Similarities

· High savings and investments  even more than the Asian countries
· High savings low interest rates  low capital return
· Shift of competitiveness
· Moving up the value-added chain from labour-intensive industries to capital, knowledge – intensive industries
· West criticism of undervalued currencies
· Today’s preoccupation with yuan similar to the widespread obsession with the yen, won and Taiwanese dollar back then. 
· The U.S. trade deficit with Japan outraged Congress and helped prod Washington in the 1980s to orchestrate a wholesale appreciation of the yen’s value against the dollar to help protect U.S. manufacturers
· complaints from U.S. at the Strategic and Economic Dialogue in Beijing – about markets closed to foreign competition; about unfairly appropriating hard-won U.S. technologies; about rigged currency values that swell U.S. trade deficits – are similar to U.S.-Japan relations two decades ago. 
Differences
· China more productive than Asian countries 
· slightly higher TFP contribution to overall growth in China than the Asian average
· China’s shutting down of insolvent firms compared to Japan’s “zombie companies” 
· More open economy
· China opened to Western investment at an earlier stage of development than either Japan or South Korea – in the early 1980s, when its average yearly income was only 760rmb, because Deng recognised that global trade was the way out of national poverty. 
· China attracted more FDI than Japan did over the decade (FDI increased substantially after WTO entry)
· Japan and Korea actively discouraged excessive foreign competition throughout their development history 
· China far more deeply integrated into the world economy than US or EU
· Trade accounts for more than twice as much of China’s economy as it does for US or EU 
· Economy that shift from planned economy to market economy (1993)
· Market economy with Chinese characteristics
· Population was used to a socialist mindset allowing them to be comfortable with greater government intervention. This allowed the government to push strong and sometimes unpopular (but economically favourable) policies quickly.
· Greater inequality in China 
· Income disparity, rural-urban divide, east-west divide
· Huge population and country size
· More labour (cheap) available
· Large market potential
· All these attract FDI

