Asia and Oceania

Puncturing the myth of
authoritarian-led growth

“Asia and Oceania” refers simultaneously
to four different subregions that differ in
every respect: Northeast Asia, with the two
Koreas, the People’s Republic of China, Tai-
wan and Japan (which is not examined as a
part of the BTI); Southeast Asia, comprising
the 10 member states of the Association of
Southeast Asian Nations (ASEAN), of which
Brunei is not included in the BTI, as well as
East Timor (also not examined here); South
Asia, which includes the five states of the
Indian subcontinent along with Afghanistan
and Sri Lanka; and, finally, Oceania and the
South Pacific islands, of which Papua New
Guinea is represented in the BTI.
Distinguishing between these subre-
gions makes analytical sense both in terms

of transformation theory and practice. We

The BTI's largest and most heterogeneous region delivers some striking findings. While many of the

region’s states continue to fall into the gray zone between dictatorship and democracy, the region’s

boom economies are driving widespread growth throughout the area. Claims that authoritarian-led

growth models are generally more successful than democratic alternatives are exposed as myths. Even

in particularly dynamic countries like China and Vietnam, the advantages of this kind of growth do not

necessarily compensate for their drawbacks, especially when it comes to transformation management.

see, for example, the phenomenon of “hy-
bridization” in the political development of
South- and Southeast Asia. Many countries
in this area combine democratic and auto-
cratic institutions, processes and practices.
In other words, they remain somewhere be-
tween dictatorship and democracy — wheth-
er showing improvements (Philippines) or
suffering setbacks (Thailand). Throughout
the region, constitutional structures remain
underdeveloped, serving primarily to pro-
vide security to investments. Even Singa-
pore, whose score of six points for the rule
of law criterion is strikingly high for a non-
liberal system, is strictly speaking a “consti-
tutional state for elites.”

A second finding relates to the region’s

degree of economic interdependency. Be-

cause the governments of South Korea, Tai-
wan and China, in particular, have imple-
mented successful adaptive strategies, and
because the regional influence of the Chi-
nese economy has continued unabated, the
region as a whole has weathered the global
financial and economic crisis comparatively
well: Sixteen of the 21 economies retained at
least the transformation level of the BTI
2010. The most prominent example of dy-
namic economic reform is without doubt
that of China (+0.36), but Vietnam (+0.25),
Indonesia (+0.43) and India (+0.08) have
also ensured that Asia is today regarded by
the West as the world’s most dynamic devel-
oping region. However, this perception over-
looks a critical fact: Behind their pure growth

statistics, these emerging economies show
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significant deficits and structural vulnerabil-
ities in terms of social, regulatory and envi-
ronmental policy. Clearly, a different situa-
tion holds in North Korea and Myanmar,
where the elite continue to plunder their
own societies in order to maintain their au-
tocratic rule. The hopelessness of these two
states’ economic state of affairs is exceeded
internationally only by that of Somalia.
There are similar problems observed in
transformation management. Without ques-
tion, the “authoritarian development pro-
jects” of China, Vietnam and Singapore have
successfully linked political stability with
rapid growth. And it is undeniable that, in
countries such as China and Vietnam, the
benefits of social and economic moderniza-

tion are spread broadly across social strata.
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Nevertheless, these autocracies perform
only moderately well in the BTI 2012. This
has to do, on the one hand, with the BTT’s nor-
mative framework. Indeed, one-fourth of the
management questions, assessing steering
capability and elite consensus, are normative-
ly weighted. On the other hand, it is telling
that countries like China and Vietnam also
demonstrate, at best, mediocre performance
on “system-neutral” criteria, such as resource
efficiency or anti-corruption policy — and this
in a region that, with an average management
score of 4.70, is placed somewhat behind
West and Central Africa.

In Afghanistan, Bangladesh, Nepal, Sri
Lanka, Papua New Guinea and Thailand,
management performance has deteriorated

significantly in the past two years. In Thai-
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land’s (4.13 points) case, this has resulted in
the country being relegated to the “weak”
management category. Taiwan, however, has
replaced South Korea as regional leader,
thanks to a gain of 0.59 points, reaching a to-
tal of 7.72. The gains made in the Philip-
pines (+0.85) are even more palpable and at-
test to management performance of at least

“moderate” quality.

Somalia’s level of difficulty in managing transformation score: 9.77 | Slovenia’s level of difficulty in managing transformation score: 1.06
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During the period under review, Taiwan
impressively lived up to its reputation as a
successful alternative to the mainland’s au-
thoritarian development model, achieving
the best-possible score of 10 on 13 of 18 indi-
vidual political transformation questions.
Asia and Oceania’s second-most developed
democracy, South Korea, saw its rating fall
somewhat as a result of worrying trends ob-
served in civil rights and the protection of
the freedom of expression. It received full
marks in only six individual questions. The
democratic trio is completed by India, whose
average value of 8.20 points lifts it just above
being classified as a defective democracy.
Among the defective democracies, the

Philippines’ improved position is particular-

® failing state

Strong state, weak democracy

Asia’s tradition of strong stateness is reflected in the BTl 2012 findings. Equally evident, however, are

problems associated with deficits in the rule of law, insufficient integration capabilities and the instabil-

ity of democratic institutions, in particular.

ly noteworthy. However, the government
of President Benigno Aquino III, in office
since June 2010, has in truth simply arrested
the ominous developments observed during
the Macapagal-Arroyo era. With 6.40 points
(+0.50), the Philippines’ score remains well
below that reached in the BTT 2006 (6.95); in-
deed, more than a quarter-century after the
end of the Marcos dictatorship, it is clear that
democracy remains a fragile construct. Hu-
man rights violations and corruption occur
with worrisome regularity, and political
power is still in the hands of a small stratum
of well-established elites. Benigno Aquino
I11 is also a product of this oligarchy.

The military’s forcible suppression of
protests in Bangkok in the spring of 2010 of-

fered clear testimony to the depth of Thai-
land’s democratic deficits. Other institutions
lacking democratic legitimacy, such as those
associated with the monarchy, also have am-
ple opportunity to intervene. As a conse-
quence, the BTT 2012 no longer registers the
country as a democracy, an assessment that
remains true despite the July 2011 elections
and the opposition’s return to government. In
Cambodia, the incidence of attacks on dissi-
dents and opposition figures has decreased.
This trend in fact expresses the system of “cal-
ibrated repression” put in place by the govern-
ment of Prime Minister Hu Sen as he seeks to
secure the de facto single-party rule of the
Cambodian People’s Party. In Malaysia, too,

the political space afforded to civil society ac-

State of political transformation by subregion, overall and by criterion

Northeast Asia

Political transfor-
mation, overall

Stateness

Political participation

Rule of law

Stability of democratic
institutions

Political and
social integration

tors remains constrained, as was illustrated by
the violent police response to the mass dem-
onstrations for electoral reform in July 2011.
Although Myanmar held its first parlia-
mentary elections in 20 years in November
2010, the country’s electoral process can
hardly be considered free and fair. Con-
trolled by the Myanmar military, these polls
in no way fulfilled minimum democratic
standards. Decision-making power remains
solely and firmly in the hands of the gener-
als, even though a few noteworthy conces-
sions were made to the opposition in 2011.
Considered together, these and many oth-
er developments represent two ends of a
scale. On the one hand, we observe strong tra-

ditions of stateness; indeed, the 21 countries
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here show an average of 7.4 points. In most of

the region’s countries, the state’s monopoly
on the use of force is largely assured, and a
sufficient basic administrative structure is in
place. This is in stark contrast to the weak-
ness of democratic institutions in the “hy-
brid” regimes and “young” non-consolidated
democracies, while in some cases — as in Chi-
na, Vietnam and Laos — they are absent alto-
gether. The average for this criterion remains

a meager 4.0 points.

Asia and Oceania | 121

Northeast Asia scores considerably
better than the other two subregions
in terms of stateness, the stability of
democratic institutions and the rule
of law. These high scores reflect the
advanced state of transformation
achieved by the region’s democra-
cies, Taiwan and South Korea. As in
the BTI 2010, Southeast Asia lags —in
some cases markedly — behind the
other two subregions in four of five
political transformation criteria, the

exception here being stateness.

The BTI 2012 classifies 5 of the 128 states surveyed as failing states: Afghanistan, the Central African Republic, DR Congo, Haiti and Somalia.
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Developed market
economies economy

Functioning market ~ Market economies with Poorly functioning
functional flaws

Rudimentary

market economies market economies

levels. India, with four points, lies somewhat
lower. Thus, the proportion of poor people
living on less than $1.25 (in purchasing-
power parity terms) per day is 16 percent
in China and 13 percent in Vietnam, but 42

percent in India. With regard to education

democratic systems can.

Data from the 2012 BTI show that this
thesis applies only in exceptional cases. In
Asia, these exceptions are China, Singapore,
Vietnam and, to a certain extent, Malaysia.

However, an overall comparison between

Score 10 to 8 Score <8to 7 Score<7to5 Score<5t03 Score < 3
policy, too, the two most populous countries  autocracies and democracies shows that de-

% in the world show clear differences. On the  mocracies achieve a higher average score in

% Growth and social tensions
% In no area is the span of regional variation so large as in economic performance. The range includes

/ economies at the level of OECD states as well as several, such as Myanmar and North Korea, in which

/ disastrous conditions have become the norm. While much has been made of the enormous strength
/ of China, India and Vietnam, these drivers of growth are far from invulnerable.

State of economic transformation in democracies and autocracies
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formers overall. And, indeed, their level of
development can be compared with that
of core OECD states — even exceeding it in
some areas. At the other end of the scale
stand Afghanistan, Myanmar and North
Korea, where transformation along market
economic lines is barely palpable. In North

Korea’s case (1.39 points), signs of market
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However, global interest in the region’s
economic development — whether on the

part of scholars, entrepreneurs, politicians

of development and transformation. Rather,
the spotlight of public awareness has been
directed at the three countries — China, In-
dia and Vietnam - that have raced through
a series of changes toward a market-based
order in a manner as dynamic as it has been
innovative.

Their impressive rates of growth and in-

countries surveyed to achieve the maximum
score of 10 points, while Vietnam is close

behind. The innovation capacity of these

this momentum to improve the living condi-
tions of a large portion of the population.
However, the BTT 2012’s data also reflect
the structural vulnerability of these three
models of success. The central challenge
for all three countries will be to balance the
social and political effects of growth and

modernization — regional developmental

stability and growth, particularly in China
and Vietnam, where one-party dictatorships

possess neither democratic processes nor

o Y 5
s .

Total number of countries surveyed in the BTI 2012: 128 | Number of these countries in which equality of opportunity is fully ensured: 0
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Over the course of the BTI 2012’s period
of review, the region’s transformation man-
agement once again deteriorated slightly,
with ratings rising for two countries and
falling for six. The two countries showing
significant gains are the regional leader,
Taiwan (+0.59, to 7.72 points), and the Phil-
ippines, whose significant improvement
(+0.85, to 4.94 points) should not occlude
the fact that social segregation continues
to prevent many from participating in po-
litical processes. As long as the former sugar
barons and large landowners continue to
profit from the persistence and stability of
democratic institutions, these governmental
forms will be protected. Moreover, the elites’
continued monopoly ensures that long-term
demands for extensive land reform will re-

main blocked.

Democracies hold the advantage

Can autocracies manage economic transformation processes better? Are single-party systems the bet-

ter modernizers? The BTl says no. The democracies of Asia perform better, on average. But there are

exceptions.

Among countries in which transforma-
tion setbacks were observed, Sri Lanka (-0.47
points) showed the most substantial decline,
driven by the worrisome authoritarian ten-
dencies of President Rajapaksha’s govern-
ment following its military victory over the
northern Tamil insurgency. Considerable
setbacks were also recorded in Papua New
Guinea (—0.45 points) and Thailand (-0.43
points). In the latter case, despite the return
to a formally civilian government in Decem-
ber 2007, political elites have shown little
acumen in overcoming deep social divides.
The internal political turmoil culminated in
May 2010 in a civil-war-like conflict between
the so-called red shirts and the Thai military.
In Bangladesh (—0.30 points), hopes that ad-
versarial parties would engage in a political

learning process were disappointed, while in

Nepal (—0.39 points), the crisis of governabil-
ity that has persisted since the overthrow of
the monarchy in 2007 continued. Manage-
ment performance in Afghanistan was rated
even more poorly. The Karzai government’s
politically and economically inconsistent
course served to diminish its credibility at
the international level. Though it received
seven points on the question regarding
credibility in the BTI 2008, the Karzai gov-
ernment received only three points in this
edition.

The low average score of just 4.70 points
attained by the Asia and Oceania region as a
whole in terms of transformation manage-
ment is attributable in part to the weakness-
es and crises symptomatic of the defective
democracies and hybrid regimes. The score

was also pulled down by the region’s notori-

ous transformation holdouts, Myanmar and
North Korea.

As noted before, the argument that autoc-
racies have greater capacity than democracies
to act as modernization agents and overcome
their barriers to development is not borne out.
For it is not only in terms of consensus-build-
ing and steering capability — criteria of trans-
formation management that are weakened by
autocratic regimes’ closed political systems
and restrictions on participation — that Asia’s
democracies prove superior. With respect to
the system-neutral areas of international co-
operation and resource use (from efficiency
to anti-corruption policy), too, democracies
are well ahead of the autocracies on every in-
dividual question.

However, the democracies of Asia and
Oceania have significant difficulties with
resource efficiency, as well. The region’s un-
derdeveloped constitutional states facilitate
corruption, which — particularly in South and
Southeast Asia — appears almost to be a de-
fining feature of the administrative culture.
Scarce resources are distributed on the basis
of patronage considerations or flow dispro-
portionately into military expenditures, and
budget processes lack transparency. It is in
fact an Asian autocracy, Singapore, that at-
tains the best resource-usage score (9.33
points) of any BTI country.

This fact also demonstrates the diversity
of conclusions that derive from a compari-
son of systems on the basis of management
quality. Defective democracies, such as Bang-
ladesh, Papua New Guinea and the Philip-
pines, perform more poorly than do Singa-
pore, Vietnam and China. At the same time,
transformation management in Laos and
Cambodia can be contrasted with strategies
in South Korea, Taiwan, India and Indonesia.
This comparison would seem to confirm
the claim that incentives for political elites
to make public goods available in sufficient
quantities are higher in democracies than in

autocracies.

Population: 23.2 mn
Life expectancy: 78 years

Human Development Index rank (out of 187): —

GDP p.c. PPP: $35,228

Transformation management Taiwan

202 @ 4

places
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The Taiwanese “miracle” continues

Although opinions differ on the character of the
East Asian economic miracle, in the case of Taiwan,
the BTI data speaks for itself. The island republic is
not only the most economically successful of the
so-called tiger economies; with respect to demo-
cratic stability, it has long figured among the top
group and, in terms of its ranking in the Man-
agement Index, has even jumped from sixth place
to first place among all 128 BTl countries.

In six of the BTI 2012's 14 individual transformation
management questions, Taiwan achieved the max-
imum possible score of 10, while its score of nine
on four other questions earned it a position better
or equal to every other BTl country. Overall, an in-
crease of 0.59 points has led to a total of 7.72
points in the Management Index, which the country
report attributes above all to the change in political
course carried out since the middle of 2008, when
the formerly authoritarian Kuomintang (KMT) re-
turned to power after eight years. Since then, the
KMT has used its nearly three-quarters parliamen-
tary majority to defuse the country’s troubled rela-
tionship with the People’s Republic of China, which
remains Taiwan’s primary structural problem.
Fourteen bilateral agreements, the establishment
of direct transportation links and a “quasi-free-
trade agreement” (ECFA) signed in June 2010 all
constitute a significant alleviation of tensions with
the People’s Republic. These relationships today
seem “more stable than ever before,” the country
report states. This is in large part the achievement
of a Taiwanese government demonstrating ample
policy learning capacity, as shown by the fact that
it eschewed ideology in formulating its response to
the growing popular desire for contact with main-
land China. At the same time, the new government
expanded its international credibility further, a criti-
cal asset given Taiwan's unsettled international le-
gal status. The country’s credibility score has risen
by two points in comparison to the BTl 2010.

The opposition Democratic Progressive Party (DPP)
has begun debating a possible break with its strict
pro-independence stance. This is a further sign that
Taiwan's political process works — and that its
leadership will continue to find pragmatic solutions

in the course of political policy-making.

Hungary's ranking in Management Index for the BTI 2010: place 20 | Hungary's ranking in the Management Index for the BTI 2012: place 48 @
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Widening gaps,
divergent paths?

The gap in Asia and Oceania between those
countries making headway and those suf-
fering setbacks is growing. Here, we see
beacons of democratization and booming
economies contrasting with stagnating trans-
formation and economies bridled by adverse
conditions.

Across the region, only a few countries
have demonstrated progress along the path
to democracy. The institutional problems of
the region’s young democracies have proved
too intractable, the autocratic regimes in
Myanmar and North Korea too unyielding,
and the opponents of democracy under the
rule of law — whether in Singapore, Paki-
stan, Cambodia or Malaysia — too tenacious.
Twelve of the 21 countries surveyed are ruled
by autocrats and show little hope of undergo-
ing change in the near future.

As in previous years, the region is divided
Dboth in terms of political and economic trans-
formation. The stability of successful democ-
racies in South Korea, Taiwan and India, and
of autocracies including China, Singapore
and Vietnam, stands in stark contrast to the
instability of a half-dozen political systems
caught in the gray zone between democracy
and dictatorship, from Thailand to Pakistan.
In economic terms, the boom economies of
China, India and Vietnam have made further
progress. In the regional context, the increas-
ing gap between advancing and languishing
economiies is cause for concern.

The causes of these divisions are varied.
Adverse conditions and geopolitical factors
do not alone suffice as explanations, even in
the cases of Afghanistan and Pakistan. More

crucial in many places is the lack of effec-

tive transformation management, if the will
to change indeed exists at all. In this regard,
Myanmar and North Korea offer the most
conspicuous examples, but similar short-
comings have been evident in Bangladesh,
Cambodia, Nepal, Papua New Guinea, Sri
Lanka and Thailand in the recent past. On a
more positive note, Indonesia was able to
consolidate its democratic transformation
and is today grouped with China, Vietnam
and India as an example of how economic
reform and transformation management can
succeed. This is in large part because Indo-
nesian decision makers were able to improve
their ability to steer reform and employ their
resources efficiently.

What conclusions can we safely draw
from this? Certainly not a presumption of
“authoritarian superiority.” Harvard-based
economist Dani Rodrik has pointed out the
flaws in any such assumption: “For every au-
thoritarian country that has managed to grow
rapidly, there are several that have floun-
dered. For every Lee Kuan Yew of Singapore,
there are many like Mobutu Sese Seko of the
Congo.” Asia’s “Mobutus” reside in Pyong-
yang, Phnom Penh and Nay Pyi Taw, the
newly constructed capital of Myanmar. Yet
the transformation results of governments in
Dhaka, Islamabad and Vientiane are also far
from impressive. Indeed, the BTI 2012 data
shows that successfully modernizing autoc-
racies are clearly in the minority.

Strictly speaking, the empirical basis
for the authoritarian myth in Asia is limited
to just three cases: China, Singapore and
Vietnam. China in particular has pursued a

very successful course of market reforms

@5 This summary is based on the Asia and Oceania
regional report by Aurel Croissant, available at

www.bti-project.org/aso

@ The full reports for each country in the region are available at

www.bti-project.org/countryreports/aso

since the late 1970s. At the same time, deci-
sion makers in China’s Communist Party
show little evident willingness to give up
their control over the political system, al-
though they have experimented with demo-
cratic instruments at the local level. Human
rights abuses, corruption and official arbi-
trariness are persistent elements of daily
political life in the People’s Republic and,
despite the widely admired successes in the
fight against poverty, China remains in many
regions a poor and underdeveloped country.

The country’s future progress will de-
pend in no small measure on whether the
institutionalization of the rule of law and the
separation between the party and state insti-
tutions is further advanced — thus, whether
China’s Communist Party opens its political
system to competition to an extent compara-
ble with what has been done in the economic
field. Without this “dual” transformation,
and the associated creation of institutions
for the articulation, organization and inte-
gration of dissent, politically explosive social
conflicts may ultimately outstrip the regime’s
integrative and repressive capacities — with
serious consequences for both political and

economic development.

The central government considers the “harmonious society” to be one
of its major political goals. How successful has it been in implement-
ing policies targeting this vision?

So the central government is hindered by conservative party repre-

sentatives on the provincial or local levels?

On the BTI’s 2012 measure of economic performance, China re-
ceives the highest possible score of 10. To what extent is this economic

success based on the comparative advantage of an underpaid, often

unskilled workforce and unbridled environmental degradation? To
what degree has the economic boom improved Chinese workers’ well-
being and chances for a sound environmental policy?

Interview

According to recent calculations, the costs resulting from water pol-
lution, soil erosion and desertification or health damages are already
eating up most of the surplus created by economic growth. Do you
agree with such an assessment, and what is the outlook of the Chinese

economy in terms of sustainability?

To what extent could an increasing role of civil society watchdogs re-
garding corruption, exploitation or environmental pollution actually
be conducive to the central government’s goal of improving social cohe-
sion and environmental protection?

How should Europe and the United States react to political rights vio-
lations? Is this an issue that is better left to domestic Chinese dis-
course? Is external intervention perhaps even counterproductive, or
do Chinese reformers benefit from public statements by Western politi-
cians?

Number of countries surveyed in the BTI 2012: 128 | Number of countries in which there are no constraints on free and fair elections at all: 11
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