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Abstract

History has shown dramatic development of East Asian economies.
Before the economies soared, East Asia had once been called the most
hopeless area in the world. However, over 30 years East Asia achieved
rapid growth and clustered economic take off, thereby was honored with a
laurel wreath of “East Asian Miracle” . Again unpredictably, the 1997 fi-
nancial storm, turning an ever admired miracle into a frightful calamity,
made many cry in surpnise that the myth of East Asian miracle had actual-
ly never taken place. Nowhere in the world could attain so much concern
and gained evaluation with so greatly varied degrees, which means that
the conventional wisdom on the road of East Asian development is in the
face of major challenges and a new way is most wanted to give a more
consistent interpretation.

For years, three different answers, on East Asian economic success
have been produced: the export-oriented view, the government interven-
tion view and the institutional evolution view. Based on the comparative
advantage of the intemational trade theory, the export-oriented view,
though approximating the rough circumstance of East Asian economic de-
velopment, can’t illustrate why the original East Asian domestic (or re-
gional) industries with poor competitive power could change into outward
export industries with international competitiveness. The government-dom-
inated view seems to demonstrate the difference between the East Asian
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model and the Western Laissez-faire, but the extensiveness of government
failure suggests that the view has not been easy to prove incontrovertible in
theory, and in practice it has being always taken by critics as the root of
East Asian economic troubles. The institutional evolution view, as a ris-
ing thought in the ascendant, has won more praise, nevertheless the in-
trinsic attribute of gradual change made the view neither explain the rapid
growth of East Asian economies, not defines why East Asian economies
run in jeopardy so abruptly, and of course can’t expound why East Asia
swiftly resumed growth.

The genuine reason of East Asian economic success, I think, is that
they recognize and ingeniously took advantage of the historical opportunity
in the process of industrial globalization, successfully obtaining the much-
needed management capital . quality-control technology and access to inter-
national market by entering into the transnational corporations’ global pro-
duction system. The cooperation with transnational corporations has fun-
damentally altered the East Asian production function, swiftly transform-
ing the East Asian inward industries with low productivity into the outward
industries with international competitive power, by which the comparative
advantage of labour resource owned by East Asia has been transformed in-
to East Asian exports’ competitive advantage.

Transnational corporations’ investment behavior in East Asia pos-
sessed distinguishing motives. Because the conventional theories on
transnational corporations were established and developed on the basis of
monopolistic advantage, paying particular attention to how transnational
corporations make use of their advantage, they are rather limited in ex-
plaining transnational corporations’ investment in East Asia. It is indus-
trial globalization that resulted in transnational corporations’ investment in
East Asia. The features of industrial globalization represented that the
market competition of inner-industry has come to this extent that enter-
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prises will be inevitably confronted with strategic disadvantage unless they
can compete on a concerted basis round the world. It means that enter-
prises must seek new competitive advantage in the global competition con-
dition, but not apply former advantage to new markets. In essence, the
behavior that transnational corporations’ investment in East Asia are con-
centrated in global industries is a sort of strategically response to deal with
global competition.

Also, the conventional theories can’t declare the source of East
Asian transnational corporations’ competitive advantage, which is neither
the small-scale manufacture proposed by Wells nor the technology local-
ization by Lall, but is low cost manufacturing technology of global indus-
tries and global marketing network. Through foreign investment, East
Asian transnational corporations not only exploited their core competence
in a much larger market scope, but also explored more favorable produc-
tion location, and reached key technology resource to reinforce them com-
petence .

East Asian financial crisis, though not refuting the road of East
Asian economic development, revealed some in-depth issues during the
East Asian industrialization. If resuscitating, East Asia should speed the
economic structure’ s adjustment and reform, construct a sound foundation
for economic operation, further strengthen and expand the strategic coop-
eration with transnational corporations, explore the favorable position in
the new-pattern international devision of industries, vigorously advance
scientific and technological innovation, accelerate structural transforma-
tion, moreover, heighten East Asian economic cooperation and build ef-

fective dialogue and coordination mechanism.
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