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Asia is Growing Fast

Source: Dialogue (http://dialoguereview.com/opportunity-planet-asia/)
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GDP Share of Asia is Expanding

Source: Dialogue (http://dialoguereview.com/opportunity-planet-asia/)
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GDP Share of Asia

Source: Usman Mustafa (2016)



Challenges

1 Middle-Income Trap

2 Income Inequality

3 Aging



Middle-Income Trap

Frequency Distribution of 

Growth Slowdowns

Source: Park, Eichengreen and Shin (2014)



Log GDP per capita: 1960 vs. 2014

Source: Asia Development Outlook (2017)
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Years as Middle-Income Countries

Source: Asia Development Outlook (2017)



How to Avoid Middle-Income Trap (Park, Eichengreen and Shin (2018)

• The economic factors associated with growth differ between middle-

income and other countries. 

• Countries escaping the middle-income trap are characterized by 

relatively fast productivity growth, relatively rapid growth of human 

capital, and relatively high fixed investment. 



Income Inequality

Per Capita GDP and Gini Coefficient

Source: Park and Shin (2017)



Income Inequality

Per Capita GDP and Highest 1% Income Share

Source: Park and Shin (2017)



Income Inequality

Source: Dr.Nageswara Rao Dara (2017)



Growth and Income Inequality

• Since Kuznets found a non-linear relationship between economic development and 

income inequality, a number of studies have confirmed it.

• However, more recent studies find some inconsistencies.

• IMF (2007) found that income inequality in advanced countries is actually worse 

than in less-developed countries

• OECD (2008) also found that income inequality is becoming worse in most 

advanced countries.



Growth and Income Inequality

• Growth helps resolve the inequality issue only up to a certain level of development. 

• As the economy further grows, we need to devise some specific policies to improve income 

inequality.

• Government policies: taxes and subsidies.

• There are two ways for financial development to improve income inequality. 

• Financial development should provide more chances for less-educated people to accumulate human capital.

• We need to develop high-quality institutions to encourage financial lending on the basis of commercial merit rather 

than connections.



Aging

Source: https://www.thejakartapost.com/news/2018/02/14/how-asias-population-is-aging-2015-2030-scenario.html



Aging

Aging and 5-year per capita growth

Source: Park, Shin and Kikkawa (2020)



Aging

Working-Age Population Share and 5-year per capita growth

Source: Park, Shin and Kikkawa (2020)



The Adverse Effects of Aging

• Aging may lead to diminishing working population, which lowers labor input growth.  

• By lowering the saving rate, can lead to less capital accumulation and hence 

slowdown of growth. 

• Aging can also lower labor productivity growth. 

• Productivity is highest for the workforce between the ages of 40 and 49. 

• Aged people are less innovative, and hence aged economies suffer from lower 

technological progress.



Aging and Robot Technology

Source: https://ifr.org/ifr-press-releases/news/robot-density-rises-globally



Aging and New Technology

• ADB (2018) explores a possibility that technological advance in automation and artificial 

intelligence, by supplementing and complementing older workers, makes the effects of aging less 

adverse. 

• Technological innovation may transform work and the workplace so that senior workers are 

encouraged to participate more in the labor market and even become more productive.

• Automation makes the same task less demanding in terms of manual and physical requirements 

and hence the workplace becomes more friendly to old workers.

• Today’s older populations are different from yesterday’s older populations: They are healthier, more 

educated, and likely benefit from rapid technological advances that transform the nature of work. 



Conclusions

• Asian countries are growing fast.

• The share of Asia’s GDP in the world will be over 50% by 2050.

• Asia faces three major challenges: Middle-income trap, Income 

Inequality, and Aging.

• There are ways to overcome these challenges.


