
  

EXECUTIVE SUMMARY  

On 11-12 November 1998, the ADB Institute held at Marina Mandarin Hotel, Singapore 
the second of a series of workshops on Strategic Perspectives and Governance, one of 
the four current research program areas of the Institute. Twenty four participants from 
academe, think tanks, and other private and public institutions in Asia and other 
regions attended the meeting.  

A. In his welcome remarks, the Dean, Dr. Jesus Estanislao, described the broad context 
of the workshop. He said that several major developments in Asia served to underscore 
the relevance and timeliness of the workshop theme and topics. He cited these trends in 
particular: the severe economic contraction in practically the whole region; the 
resulting widespread pessimism about the future of Asian economies; the political 
instability and social unrest spawned by the economic crisis in several Asian countries; 
the perceived sense of drift, if not a shortening or loss of vision, in public and private 
institutions in the region; the unmasking of long-standing defects in governance at 
various levels of Asian economies and societies; and the growing pressure from the 
globalization of economic and business activity.  
 
B. The Dean pointed out that these regional developments highlighted the need to put 
the discipline of strategic thinking and management, as well as the principles and 
standards of effective governance, at the service of development in Asia. Hence, there 
is a corresponding need for capacity building in strategic thinking and management and 
good governance in Asian institutions and societies.  
 
C. The Dean also briefly recalled the main insights and conclusions drawn in the 
previous preparatory and Japan-round workshops held in Tokyo on the same theme 
and topics.  
 
1. Tokyo planning meeting, 7-8 July 1998:  
 
a. As a discipline, strategic thinking and management is applicable to all institutions. 
Moreover, strategic thinking and management is a discipline for all seasons.  
 
b. Across the globe, the practice of strategic thinking and management entails basically 
the same elements and techniques. But the approaches to or style of strategic decision 
making, the substance or content of the process, and the application of the core 
elements and techniques have to be institution-specific and culture-bound.  
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2. Japan-round workshop in Tokyo, 17-18 September 1998:  
 
a. Asian countries will rebound from the current regional crisis, but their recovery will 
be gradual and at varying rates in the next decade. Moreover, the region as a whole 
needs a new strategic thrust that steers clear of the aggressive expansion that marked 
Asia's dynamic growth years, while eschewing the self-defeating defensiveness now 
evident in the posture and policies of many Asian countries as they grapple with the 
regional contagion.  
 
b. There are at least three keys to Asia's recovery and sustained growth and 
development: solving the problem of currency instability in the short term; regaining 
and rebuilding investor confidence in Asia in the medium term; and creating a true 
region (i.e., a real community of economies and nations) in Asia in the long term. These 
three key tasks all call for good governance at all levels. Indeed, if there is any strategic 
change that Asian countries and institutions need most, it is effective governance.  
 
c. Effective governance has clear and distinctive marks. Among these are 
accountability, transparency, predictability, and participation.  
 
d. To speed up Asia's recovery, market-enhancing policies must be put in place. But to 
sustain the rebound and assure the region's long-term growth and development, more 
effective governance, as well as more ethical conduct, in private and public institutions 
throughout Asia is indispensable.  
 
II. Summary of Presentations and Discussions  
 
A. The presentations and discussions in the workshop may be summed up under three 
general headings:  
 
1. significant trends and developments in Asia, especially in the ASEAN;  
 
2. lessons from the past decades of rapid growth in Asia and the current regional crisis; 
and  
 
3. strategic and governance-related issues and responses at the regional, national, and 
institutional levels.  
 
B. Here are the main points taken up under each of these headings:  
 
1. Significant trends and developments in Asia, especially in the ASEAN  
 
The presentations and discussions reinforced many of the points brought up by the 
Dean of ADBI in his opening statement. In particular, the following trends and 
developments, mostly attributed to the ongoing regional crisis, were mentioned:  
 
a. a general mood of pessimism, especially about short-term economic prospects;  
 
b. the emergence of forces and trends working against regional stability and 
cohesiveness (e.g., the adoption of an inward-looking policy posture in some Asian 
countries; the social unrest, ethnic tension, and political instability, heightened by 
rising unemployment and the rapid deterioration in living standards, that came in the 
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wake of the regional crisis; and the growing risk that financially strapped or politically 
unstable national governments may be unable to implement their much-needed social 
agenda);  
 
c. the additional complications introduced by globalization and other exogenous forces; 
and  
 
d. the clamor for more effective governance at all levels of society, especially in the 
economic and political system.  
 
2. Lessons from the past decades of rapid growth in Asia and the current regional crisis 
 
 
Participants agreed that many important lessons and notes of experience could be 
drawn from the 20 to 30 years of economic dynamism in Asia, as well as from the 
financial and economic crisis that halted the boom in the region. Among the lessons 
cited were the following:  
 
a. Developing countries aiming to grow rapidly may have to depend on foreign 
investments or loans. Investments are maximized in a liberalized market. However, 
borrowing countries must ensure that foreign currency risks are properly hedged and 
that short-term loans are not used to meet long-term capital needs.  
 
b. Nonetheless, backing up rapid growth with prudent macroeconomic policies may not 
be enough to ensure sound development. The ASEAN's experience shows that even 
dramatic growth can be undermined by tolerating poor governance in the public and 
private sectors and by repressing the participation of wide sectors of society in the 
national political system.  
 
Hence, a developing country should ensure that its economic, social, and political 
institutions are made to function in such a way that they will meet not only the needs of 
the markets and sectors that they serve, but also the demands of wider political 
participation and greater financial transparency. Moreover, the regulatory and legal 
infrastructure underpinning the economy must encourage efficiency and ethical 
conduct and foster complementation between government and markets.  
 
In this regard, Asia's financial and economic crisis has also become a security issue. It 
has deeply affected the welfare and sense of security of individuals and institutions, the 
stability of political regimes and systems, and regional and international relations.  
 
c. Liberalization does not always guarantee an across-the-board improvement of local 
industries. As markets are liberalized, some industries will decline, while other 
industries will flourish. Likewise, growth does not always result in lower unemployment, 
since structural unemployment may accompany or result precisely from growth.  
 
d. The traditional views on the relationship between government and the market place 
need to be reexamined. One view holds that government intervention should be kept to 
an absolute minimum, thereby allowing the market to follow its course. The traditional 
opposite view says that government should step in from time to time to correct market 
failures. Both views, however, regard the relations between government and markets as 
those of substitutes (i.e., one replacing the other). There is room for a third position: 
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that markets can and, in fact, should complement government and vice versa. The 
complementation can be done through market-enhancing policies.  
 
e. Market discipline, market competition, and economic deregulation are important. But 
financial and economic reforms are not enough. They must go together with 
educational reforms and improvements in physical and social infrastructure.  
 
f. The issues of equity (the fair distribution of economic opportunities, as well as of 
burdens) and externalities (effects external to the market--e.g., pollution) must be 
considered in government policies and business decisions. Likewise, the effects of 
globalization on the domestic economy need to be tempered and managed so that the 
lot of ordinary citizens is not severely prejudiced.  
 
g. At least two basic conditions must be met for cooperation schemes at the regional 
and lower levels to be effective: individual rationality (i.e., each of the cooperating 
parties must be capable of self-management); and room for "win-win" situations.  
 
h. If anything, perhaps the central lesson of the past two to three decades and the 
ongoing regional crisis is this: Economic security, political freedom and participation, 
and good governance (especially the rule of law) are not only closely interrelated; they 
are inseparable.  
 
3. Strategic and governance-related issues and responses  
 
Participants identified several strategic and governance-related issues confronting 
Asian countries and considered the possible responses to these issues at the regional, 
national, and institutional levels.  
 
a. Regional level  
 
In general, participants agreed that Asian countries should take advantage of the 
present regional crisis to review and, if necessary, recast their development 
philosophies, priorities, and strategies.The discussions indicated that most countries in 
the region have these common needs, among other things:  
 
i. the need to get out of the crisis mentality and pessimistic attitude  
 
Participants said that Asian countries seemed to have an "attitude problem," reflected 
in their putting far too much emphasis on the current crisis and in their allowing 
themselves to be weighed down by pessimism about the future. Asians perhaps need to 
remember that development is a long and arduous process, and that they may be taking 
on too much, too soon by seeking to achieve in just a few decades what took centuries 
for the developed economies of the West to attain.  
 
ii. the need to reform or restructure their economic and sociopolitical institutions  
 
The discussions suggested that while the needed institutional reforms are known or 
can be defined in each case, the real question is whether or not Asian governments and 
societies have the political will, as well as the patience and diligence, necessary to carry 
out the required reforms or restructuring.  
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Participants also generally agreed that the private sector is not necessarily more 
efficient or less corrupt than the government sector. Mismanaged organizations 
perform poorly, regardless of who own them or where they come from or operate.  
 
iii. the need to "get the basics right again"  
 
The "basics" mentioned by the participants included market discipline and competition; 
clear and consistent "ground rules" (government laws and regulations); good public 
and corporate governance; sustained and demand-oriented capacity building, including 
indigenous research; continuous improvement of physical infrastructure and the 
educational system; and investment in upgrading the quality, reliability, timeliness, and 
distribution of the statistical information needed for formulating effective policies and 
decisions in key sectors of the economy and of society.  
 
Participants also pointed out that these "basics" require long-term, patient, and diligent 
work, and that it would be foolhardy for a country or an institution to wait for bad times 
before it begins such work in earnest, or to neglect the task just because a crisis is 
raging.  
 
The challenge for Asian countries is how to translate the concern for the "basics" into 
operational terms that take into account the specific circumstances of each country. 
Participants pointed out that while the principles underpinning these "basics" are 
universal, their practical application will have to be culture-bound and country- or 
institution-specific.  
 
iv. the need to reaffirm their commitment to economic interdependence and regional 
cooperation  
 
Participants agreed that any country or region has the same basic choices today as 
before: autarky or economic interdependence. Nonetheless, there was general 
agreement that in today's world, no economy--unless it is willing to risk slipping into 
stagnation--can afford to isolate itself from the international system, especially for an 
extended period. But if a country opts for economic interdependence, it must be willing 
to abide by the principles and rules, as well as use the language and yardsticks, of the 
international economy.  
 
Several participants said that the ongoing crisis in the region provides a litmus test for 
the spirit of cooperation among Asian countries in general and for ASEAN's 
cohesiveness in particular. The longer the crisis lasts, the more severely the 
commitment of Asian countries to regional cooperation and economic interdependence 
will be tested.  
 
Participants noted the proliferation of regional cooperation groupings and schemes and 
expressed doubt about their effectiveness. At the same time, participants stressed the 
need for greater coordination among regional groupings and organizations, especially 
those concerned with the same or closely related sectors, so as to minimize the 
possible duplication of effort and waste of resources. The growing importance of 
subregional cooperation (e.g., "growth triangle" arrangements) and the need for more 
active participation of private firms in regional and global cooperation arrangements 
were also recognized.  
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A related point of discussion was the role of multilateral organizations (e.g., the IMF and 
the World Bank) in the regional and national economies. Questions were raised about 
the validity of the economic models followed by the IMF and the World Bank, as well as 
the imposition by these supranational bodies of financial and economic policies in 
developing countries without being accountable to the citizenry of the countries 
concerned.  
 
It was nonetheless acknowledged that multilateral organizations serve at least one 
useful purpose: sounding out calls for reforms in a poorly performing economy and 
putting pressure on the country's leaders and managers to undertake systemic change. 
These calls, however, need to be translated into appropriate and effective action 
programs. It was further noted that, despite their perceived shortcomings, 
supranational bodies like the IMF and the World Bank are so necessary in today's global 
economy that if these multilateral organizations did not exist, they would have to be 
invented.  
 
b. National level  
 
Among the strategic and governance-related issues that participants said would have to 
be faced at the national level, the following may be mentioned:  
 
Asian countries cannot subscribe to "free markets" blindly. Each country must ask 
itself these important questions, among other things: Are we ready to play the 
international financial market game? Do we have the enabling institutions and systems? 
Does the government know when and how to intervene effectively?  
 
Political authority will be severely challenged as unemployment worsens and living 
standards deteriorate. Social unrest will likely continue until reforms are in place to 
foster transparency, curb corruption, and allow genuine popular participation in the 
country's political life.  
 
Economic and social safety nets will be ineffective if they benefit mainly the debt-ridden 
but well-connected firms, rather than the majority of the population.  
 
Environmental care may suffer as a result of the crisis. Tighter government budgets 
may assign a lower priority to environmental protection. On the other hand, a higher 
incidence of poverty may mean more aggressive exploitation of natural resources by 
poor people.  
 
Capacity building effort should be directed toward meeting society's real needs and 
problems. Moreover, the effort should not be reduced to preparing manpower for the 
private sector; it should also include general education in social accountability, political 
participation, civic values, and ethical norms. Furthermore, since the crisis has made it 
harder and costlier to import new technology, local R&D should be given greater 
support, especially through the educational system.  
 
The private sector has an important role to play--that of lead agent of change--in 
capacity building, but it should be involved early on, not only in the implementation 
stage.  
 
The establishment of nongovernment and civil society organizations and other forms of 
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social enterprise should be encouraged. These organizations can be very effective 
vehicles for capacity building and for improving the living standards of the poor and 
underprivileged.  
 
Asian countries may also have to reexamine the development models or strategies that 
they have adopted. It was noted that the countries in the region seem to be following 
very similar or homogeneous development strategies. The question was raised whether 
this homogeneity is healthy for the individual economies, as well as for the region as a 
whole, given the different circumstances and stages of development of Asian countries. 
 
 
c. Institutional level  
 
Among the strategic and governance-related issues that have to be addressed at the 
level of institutions (especially business firms), the following were mentioned:  
 
Different types of firms (e.g., local conglomerates, subsidiaries of multinational 
companies, and small and medium enterprises) face different kinds of challenges in the 
wake of the regional crisis; therefore they may have to craft vastly different strategic 
responses. In general, however, participants acknowledged that in the post-crisis 
period, Asian firms may have to shift, whether by choice or by necessity, from their 
heretofore largely opportunistic approach to business decisions to a management 
process and style built around a longer-term and more deliberate overall strategy.  
 
Globalization is likewise compelling Asian firms to rethink the way they do business. 
Technological advances, especially in the telecommunications and computer 
industries, are shrinking the globe. International markets have become the stage of 
power play between nation-states and multinational companies. Moreover, the need to 
find new market paradigms will be heightened as firms feel the pressure of having to 
adopt global standards while keeping a sharp focus on the local markets and 
environments that they serve.  
 
Companies that seek a more prominent role for themselves will have to learn what it 
takes to plan, implement, and manage big, long-term projects. Indeed, in a much more 
complex and dynamic international business environment, business firms will have to 
look beyond the "harder" side of their operations (finance and accounting, physical 
facilities, etc.) and give equal, if not greater, attention to the "softer" side (training, R&D, 
organizational and individual career development, management of change, etc.).  
 
In the past, Asian firms have dealt with the question of trust (more precisely, the lack of 
it) by building the "right relationships" or "connections." However, this traditional 
approach may have to be modified, if not curbed, in the face of the growing clamor for 
better public and corporate governance. The shift may well be toward counteracting the 
lack of trust by improving the legal and regulatory system and making it work (i.e., with 
efficiency, fairness, consistency, and transparency).  
 
In view of today's much more complex economic and business environment, there may 
be a need to "reinvent" or "redefine" the firm as the basic unit of commerce. In the first 
place, if the legal framework and regulatory structure within which firms operate have to 
be reformed or recast, the nature of the firm will also have to change. Secondly, the 
concept of the firm itself has undergone a major evolution: from being an organization 
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that essentially produces goods and services, to being a way of raising capital, to being 
a vehicle for investing capital (the case of firms listed in the stock exchange), to being 
an instrument for implementing national policies or strategies (the case of large firms 
and government-owned or -controlled corporations).  
 
In this regard, alternative models of the firm may be conceived. For instance, different 
types of companies can be set up to suit a different industrial context (as in the case of 
China). For financial companies, different capital adequacy requirements, reflecting 
significant differences in the kind of financial and business risks involved, can be 
established. Depending on its corporate objectives and the business environment in 
which it operates, a firm can be allowed, within certain limits, to issue different kinds of 
shares of stock.  
 
The increasing complexity of business planning and management can create serious 
gaps in governance in poorly managed firms. To make good corporate governance 
possible, the roles, responsibilities, and credential requirements of key company 
positions (e.g., corporate directors and corporate secretaries) and certain professions 
(auditors, securities advisers, etc.) may thus have to be redefined, too.  
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