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The post-World War II settlements combined with the Cold War, which grew out of them, set
the framework for the economic and political divide between the Western and communist world
orders for the following 45 years, until the sudden and unexpected end of the Cold War in 1989-
91. Unlike the lead-up to the end of the Second World War, there was no preparation, let alone
planning, for the aftermath of the Cold War. For example, the liberal economic order (of the non-
communist world) and its key international institutions, such as the World Bank and the
International Monetary Fund, emerged from the discussions and negotiations from 1942 to 1944,
which were concluded at Bretton Woods in the US, even before the actual end of the war. Hence
that economic and financial order has been frequently called the ‘Bretton Woods System.’ By
contrast, when President H.W. Bush first spoke of a ‘new world order’ in 1990, the first Gulf War
was coming to an end, and Bush was expecting that the partnership he had recently formed with
the Soviet leader, Gorbachev, would lead to a new era of “prosperity and harmony” based on
“justice and the rule of law,” with no indication as to how that would be brought about. Despite
the triumphalism displayed by the Clinton administration, which took over in January 1993, no
preparations had been made for how its agenda of extending democracy and the free market
was to be carried out.

The Cold War was, at its core, a division between two rival camps led by the Soviet Union
on the one side and the United States on the other. It began in Europe almost immediately at
the end of the Second World War, extended to the Asia-Pacific in the late 1940s and early 1950s,
before spreading to the rest of the world in the 1960s and 1970s, transforming the world order
into a global bipolar system. At its heart in Europe, the Cold War consisted of two opposing
military alliances. On the American side were democratic states, with liberal market-based
economies, subject to the rule of law; and on the Soviet side, states were ruled by totalitarian
communist parties under the control of the Soviet Union, with socialist command-style
economies and an imposed communist-type ideology. A rigid military-supervised border kept the
two sides separate in Europe.

The main characteristics of the Cold War developed differently in the Asia-Pacific region in



the context of the Korean War (1950-53) as compared to Europe. Less was at stake for the two
superpowers, the United States and the Soviet Union, in this region than in Europe, which may
explain why the two major wars of the Cold War were fought in this region, while a ‘cold peace’
prevailed in Europe. (' %) The interactions between the advent of the Cold War and the
anti-colonial movement were to shape the political economy of the region and beyond for several
decades. (" H#%) Itwasinthe Cold War era that the rapid economic growth of Japan, followed
by other states in the region, began to elevate the weight of the trans-Pacific economic
interactions above those of the Atlantic, which had implications for longer-term changes in the

balance of power in the region and beyond.
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