
The Asian rollercoaster 

The incredible growth of Chinese urban areas presents companies operating there with 

unprecedented opportunities and problems 

 
The unstoppable urbanisation of China is transforming the nation, with significant implications for 
companies operating there. More than 300 million Chinese have migrated from the country to the 
cities in only 30 years and another 350 million will follow in short order. 
 
What does that mean for multinationals? China already boasts 160 cities with populations of more 
than one million as well as 14 megalopolises that are home to more than five million inhabitants. As 
these cities expand and coalesce into neighbouring ones, companies will be manufacturing and 
marketing for urban areas of 30 million people or more.  
 
The scale – and the commercial challenges – presented by these giant conurbations are 
unprecedented. “[These cities] are the size of many European countries,” global management 
consulting firm McKinsey points out in a recently released study.  
 
China’s collective buying power reflects this tectonic shift in populations. Disposable income per 
capita has soared threefold in the past 25 years – and much of that is being invested in real estate. 
Indeed, the property boom dwarfs that of any other nation and will continue to break all records for 
the foreseeable future, with the fast-rising middle class as the biggest buyers. Just one developer, 
the Vanke group, sells 80,000 apartments per year. 
 
Matching challenges 
However, China’s record-breaking growth is creating challenges to match, and they affect domestic 
and foreign businesses alike. No company can ignore them and expect to prosper in a situation for 
which there is no precedent. As historical economists point out, there are no tried-and-tested rules to 
fall back on here. 
 
In the meantime, a similar phenomenon is occurring across much of Asia, albeit in different ways. 
Moreover, this is happening at a speed that makes it difficult for foreign companies to keep up. As 
the International Monetary Fund (IMF) and other multinational bodies point out, most Asian nations 
are transforming their economies through a series of rapid-fire reforms.  
 
Nothing seems to indicate that the pace of change will slow. As the IMF pointed out in its latest 
assessment of the region, Asia-wide economic growth is forecast to hold at 5.4% for 2014, rising to 
5.5% in 2015. Brussels can only envy such figures. 
However, for those multinationals that can ride this roller coaster, the potential is vast. For example, 
the 10 ASEAN countries alone boast a total population of 600 million, who are hungry for western-style 
products and services. Anchored by Singapore, Indonesia, Malaysia and Thailand, ASEAN already has 
a combined gross domestic product of $2.5trn.  
 
But that is only for now – every reputable forecaster expects that figure to rise rapidly in the next 
few years. For example, the latest available numbers show that emerging Asia garnered a quarter of 
all global foreign direct investment in 2012, and the momentum has increased since. It is hardly 
surprising then that observers such as academic John Vong of the Singapore Management University 
expect ASEAN to turn into Asia’s “third engine of growth”. 
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