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FOREIGN AFFAIRS - November/December 1994

The Myth of Asia’s Miracle

Paul Krugman

A CAUTIONARY FABLE

ONCE uPON atime, Western opinion leaders found themselves both
impressed and frightened by the extraordinary growth rates achieved
by a set of Eastern economies. Although those economies were still
substantially poorer and smaller than those of the West, the speed
with which they had transformed themselves from peasant societies
into industrial powerhouses, their continuing ability to achieve
growth rates several times higher than the advanced nations, and
their increasing ability to challenge or even surpass American and
European technology in certain areas seemed to call into question the
dominance not only of Western power but of Western ideology. The
leaders of those nations did not share our faith in free markets or
unlimited civil liberties. They asserted with increasing self-
confidence that their system was superior: societies that accepted
strong, even authoritarian governments and were willing to limit
individual liberties in the interest of the common good, take charge
of their economies, and sacrifice short-run consumer interests for the
sake of long-run growth would eventually outperform the increas-
ingly chaotic societies of the West. And a growing minority of
Western intellectuals agreed.

The gap between Western and Eastern economic performance
eventually became a political issue. The Democrats recaptured the
White House under the leadership of a young, energetic new presi-

PauL Krueman is Professor of Economics at Stanford University. His
most recent book is Peddling Prosperity: Economic Sense and Nonsense in
the Age of Diminished Expectations.
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What Ritsumeikan Asia Pacific University is
going to do—to integrate the Asia-Pacific region
through advanced education — is the most
important task in the world economy and world
society. It promises to provide the region with
the human foundation for its economic success.

My best

e

Peter F. Drucker
Claremont, California
February 9, 1998
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