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ECONOMIC WATCH

By Desoran K. Eims
FOR THE S'I'RA.[TS TIN[ES

ing on any form of “green shopt” to
]ustlf_v a retuin to:economic ,opti-

on various stock markets and.a slow in-

-crease in the number of iomes sold i in re- -

cent weeks.
One source. of optimism is the ‘belief
- that domestic démand in" Asia can make
up for “falling demand -in the United
States-and Europe. After all, there are bil-
liong of potential consumers in Ching, In-
dia and Indonesia .alone. Mr Haruhiko

Kuroda, president of the Asian Develop— :

ment Bank, made precisely this point'in a
“public lecture i Singapore last week.’
- While true, the profilés of these Asian
consumers differ markedly from that of
consumers in.the US and Europe. In the

short run, -stimulating domestic demand

N SINGAPORE mvestors are seiz-

- mism for the future of the région. -
Thiis enthiusiasm for new: eConomic

growth is reflected in rising share: pnces i greater demand for High-end woollen -

- goods, Tir the past few yedrs, sweiter pro- -

in’ Asta will not be stfficient for mast’

states to return to high levels of econom=
ic growth, Evert: ini-the long run {(mote
than five years), the demand patterns- will
be so different that many current busi=
Nesses may not.survive the transition..
Take, a simple ekdmple of cashmere

i -sweaters . Rising, purchases of luxury prod- -

uets by Consumers in’ the West: resulted

duction has boomed, herds of goats. ex-

panded, and more new factories built to ‘
_ accommodate the ever-rising demand. -

_ Today, however, farmers in-places like
Inner Mongolia are fdcing -a ‘significant

_ economic. contractlen ‘Mdny have been -
forced to-sel, at a loss, their herds for .
- meat rather than continte: keepmg the an-

imals for wool- produetron Factories that

spin the fibres into yarn have shut down. -
Manufactuzers prepare swedters in ad-. .

vance for the .cold séasons in the West.
Their warehouses are now bulging with

- merchandise that will not be.sold.

Faced wrth a mountam'of sweaters,

- the eprrters might Hdpe to sell thém to

consumers in Asia instead. The most like-

ly ‘market, given the weathet, is China. -
But China has not been a tatget market

for large-scale cashmere sweater expqrts

- in the past. This means there afe no sup-
ply .chains for delivery of this prcduct
.from the plains of Inner Mongoha to. the
‘shelves in China for consumers.

“‘There are a'.lso fio contracts with- retaﬂ-.-
ers in.plage. There is ndthing like the
equivalent of @ Wal-Mart with a digtribu-
tion and retail-§ystem so. sopiushcated

“that each item sold can result in‘an-auto-

_matlc order for new replacemerit stock.
_So far, there has been no marketmg

,a.mong poss:bie buyers to convince them
"to pay premiim prices for céshmiere over -

other wool products. Most: Chinese con--
*.sumers will not buy sweaters'in sizes larg- -

er than S, as the bigger sizes dre simply
too big. This l¢aves at least a short-run

problem of oversupply of bigger sizes'in’
the warehouse. The’ styles that appeal to

Westerni consurhers mdy bé inappropri-

ate for this new market 1eav_1ng sweaters

tics and retail distri-

‘bution - networks, -
the total number of
,co'nsumers

stagnating on shelves throughout China. .

The industry could regroup in the me-

dium term {two to five years). It could

painstakingly build the contacts neces-
sary to export and distribute sweaters to
potential markets in China. If could: put

“ifito.place-a retail dr_stnbutlon ‘system, It

could ramp up marketing campaigns. >

However, the potential pool of con---

sumers in China is still quite smadll. For

. all the impressive. growth rates experi-
enced i China in the past three-decades, -

its consumers remain: quite poor. The
number of possrb]e purchasers of luxury

_pashmere sweaters

S0, at the end of
an. expensive and
difficult process of’
reorienting the pre-
duction processes
and buﬂchng logis-

may
still not :support
the ivmber of goat
farmers. in Inner
Mongolia: ~ -that
could survive for-a
few years while all

-thésé new linkages from farm to market‘

are built.

: “This situation is likely to be repeated.
-in nearly’ every mdustry that forms the-

backbone of economic growth in Asia.
Conswmers in China, India or Indonesra
are unlikely to demand as' many large plas-

domestic
demand in Asm

will rot be sufficient for most
states to refurn to high levels
of econoric growth. Even in
the long run; the demand
patterns will be so different

" that many current businesses
ma_y not._swvwe the_ transtaon.r

ma television sets. as Western conénmers

© in’the next few years. They will also not

require as many hlgh-prlced automobiles
with the latest features or the newest lap=
tops with the thinnest profile. =

Even if ¢ every consumier with sufficient
purchasing power in Asia bought a Pepsn-
to.drink, the total yolume:of. Pep51 sold
will not’ miateh ‘that sold ‘in the US in a

week alone. There. are simply .not the'

same nimbers 6f: -people wealthy enough

to afford to buy a Pepsiregularly.

Yes, there will be market opportum- ‘
t1es avaﬂable in domestlc markets  in
Asia. But the mix of

maynoet matchythe h products in high de-
size of consumer. In t e ShOrt mn mand will be.differ-
pools in Europe or |, ent - particularly
Bevsmmenet. SCUMUlating oo
um.term; ue, big-ticket items .

" being sold.
© . For manufactur- )
ers, a shift to eater"-
1o domestic de--
mand | within :Asid
will result in signific
" cant. changes. “For
‘Hyany  companies,

- Asian - consumers

“will not provide a
panacea for, lost

~ markets in the West
- dnd certainly not
in the short run. Do-

" mestic demand in-
Asia is less.a green

. shoot than a tree seedling that wﬂ! take
. years to mature,

The writer is head of the Temasek Foundation

‘Centre for Trade & Negotiations at the
8. Ra]aratnam School of International Studies,
. Nanyang Technologieal Unlversity. She speclahses

intrade and economics issues



