“Evolving World Economy”

“The global economy has taken more than a few revolutions since World War II. The U.S., Western Europe, Japan, and East Asia have each in turn surged to prosperity. How was the global economy evolved, and where is it headed?”

“How have nations gained advantage? There are many myths. Like, for example, the assertion that the U.S. economy is becoming deindustrialized because of trade or that trade is like war. And I think it will be useful to tackle some of these myths, and in the process, reinforce some of the lessons that we have learned so far.”

“Important Lesson #1: the dramatic increase in the flow of goods, services, labor, capital and technology among the countries of the world in the post-war period has greatly boosted the standard of living world-wide – even though there have been costs associated with this globalization.” 

“Important Lesson #2: says attempts to interfere with the free flow of trade, capital, technology, etc. is at best wasteful and at worst dangerous.”

“Important Lesson #3: as economies become integrated into the global economy, there is a role for the government to: conduct sound macroeconomic policies; keep the economy open to competition; encourage savings investment and innovation; and equip its citizens with solid education and training.”

“Important Lesson #4: A country’s prosperity and standard of living is based primarily on its own productivity performance.” 

“Important Lesson #5: The East Asian “Miracle” is based on hard work, openness and competition, a passion to learn, a willingness to change, a conviction that there are no free rides, and an overpowering optimism and then these are also foundations of America’s economic power.” 

“Persistent Myth #1: Industrial countries are rapidly losing manufacturing jobs to low-wage countries.” 

“Persistent Myth #2: The decline in manufacturing jobs in the U.S. is because of international trade or the U.S. is dominated by services which hurts its competitiveness.”

Let us look at China as an economic power. “In the 1950s, Japan built its industrial base on low-skilled manufacture like clothes and footwear. But as skills and wage costs rose, worker’s jobs changed. Japan developed more complex industries, passing the lower-skilled jobs on to developing economies like Taiwan and Hong Kong.” 

“It’s become known as the flying Geese Principle. When comparative cost is no longer in line with the production of a certain industry, then the industry will be relocated or taken up by, for example, a lower wage country.”

“Dynamic Comparative Advantage: the comparative advantage of industrial countries has shifted away from labor – and capital – intensive goods to human capital-, technology-and knowledge – intensive products and services.”

“Correcting some common misconceptions about services: The distinction between manufacturing and services is largely meaningless today, service sector jobs are not all low productivity jobs, and trade in services is becoming increasingly more important”

“Countries Ranking by per capital income: market exchange rates: Switzerland, Japan, Denmark, U.S., Norway and Purchasing Power Parity: U.S, Switzerland, Hong Kong, Japan, and Singapore” 

“Persistent Myth #4: trade is like war and prosperity is like power.” 

“Challenges Facing an Economic and a Technological leader: avoid complacency, innovate, innovate, and innovate; lead by example”

