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Crisis of the mobilization system:
economic

e Failure of industrial policy: 5" generation
computing
* Failure of insulated development: Betamax

* Metastasis of favored industries: Japanese
Infrastructure, Korean steel

* Bubble crisis of wasted capital
— Japan, Taiwan 1990
— Thailand, Korea, Indonesia 1997-8
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Asian miracle phase Il:
conditions

* Problem of disorder solved in East Asia
e Capital abundant & cheap
* Infrastructure, heavy industry highly developed

e Capital for fast growing industries comes from capital markets, FDI,
not banks

— Capital seeks high returns
— Chinaopens to FDI, changes rules of game
— Old-style banks become obsolescent: Japan
* Focus on profits rather than just scale
— Market interest rates
— Companies cluster where they can profit
— Entrepreneurs move to where they can make a profit
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