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e Rapid Expansion of Foreign Trade and FDI
In East Asia
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Il. Increasing Intra-regional
Dependence in Trade and FDI

* Measurement of Intra-regional Dependence
e Foreign Trade
e FDI



Measurement of Intra-regional Dependence

Absolute measure (A): A= Xij / X..

Relative measure (B): B=A/ (Xi./ X..) = Xij / Xi.

Double-relative measure (C): C=A/[(Xi./ X..) (Xj/ X.)]=
Xij*X.. | Xi.*X,j,

where Xij = exports (or outward FDI) from region i to
region |,
*.” = the summation acrossall i orj.
Xi. = total exports (or outward FDI flows) of region
X.j = total imports (or inward FDI flows) of regionj,
X.. =world trade (or world total FDI flows).



| ntra-Regional Interdependence for Trade and FDI

(a) Absolute Measure (%)

Trade FDI

1980 1985 1990 1995 1999 1980 1994
East Asia, incl. Japan 5.4 6.7 83 127 113 35 8.4
Emerging East Asia-14 1.7 2.5 3.9 6.6 6.4 15 55
NIE-4 0.4 0.5 0.9 1.5 1.2 01 0.1
ASEAN-10 0.7 0.7 0.8 1.5 1.4, 05 0.8
ASEAN-9, excl. Singapore 0.1 0.1 0.1 0.3 0.4 - -
NAFTA 5.7 7.9 6.6 7.8 10.3] 136 53
MERCOSUR 0.2 0.1 0.1 0.3 0.3 - -
European Union-15 243 217 283 23.8 231 129 193




(b) Relative Measure (%)

Trade (Exports+Imports)

FDI (Outward + Inward)

1980 1985 1990 1995 1999 1980 1994
East Asig, incl. Japan 35.6 37.3 41.8 50.2 49.2 40.0 42.5
Emerging East Asia-14 22.2 25.3 315 37.1 38.7 321 531
NIE-4 8.3 8.6 11.3 13.9 13.2 5.6 35
ASEAN-10 18.4 19.7 18.0 22.2 22.9 17.9 18.8
ASEAN-9, excl. Singapore 4.3 5.9 4.9 7.3 9.2 - -
NAFTA 33.2 38.3 37.2 42.0 46.8 33.0 19.9
MERCOSUR 9.7 7.0 11.0 19.2 19.8 - -
European Union-15 57.2 58.3 64.5 61.9 61.2 37.3 51.2




(c) Double-Relative Measure (Trade Intensity Index, %)

Trade FDI

1980 1985 1990 1995 1999 | 1980 1994
East ASa, incl. Japan 256 228 227 214 225 459 225
Emerging East Asa-14 297 293 284 232 249 1136 6.08
NIE-4 209 175 170 164 175 420 098
ASEAN-10 512 606 460 380 415 1409 759
ASEAN-9, excl. Singapore| 1.70 265 187 164 234 - -
NAFTA 205 19 215 239 227 084 074
MERCOSUR 655 493 970 1327 1468 - -
European Union-15 148 160 151 166 166/ 108 13/




|V Creation of Intra-regional
Production System

 Increasing Intra-regional Dependence in
Production

o Multinational Firms. Promoters of Regional
Economic Integration



Changesin the Sources of Inputs in Production for East Asan Economies, 1985 and 1995

Indonesa Maaysa Philippines Thalland  Singapore Taiwan  Korea China Japan

Domestic inputs 1935 0.352 0.337 0.334 0.407 0.298 0.461 0.443 0.501 0474
1995 0.392 0.337 0.339 0.372 0.343 0.387 0478 0.555 0.439

1985-95 0.040 0.000 (0.046)  (0.035) 0.046 (0.075) 0.035 0.054 (0.034)

Imported inputs 1985 0.062 0.172 0.080 0.100 0.335 0.137 0.129 0.042 0.048
1995 0.069 0.240 0.145 0.161 0.287 0.162 0.061 0.061 0.031

1985-95 0.007 0.068 0.065 0.061 (0.049) 0.025 (0.068) 0.020 (0.018)

From Emerging East Asia 1985 0.008 0.040 0.015 0.024 0.110 0.008 0.012 0.002 0.009
1995 0.012 0.054 0.032 0.033 0.088 0.023 0.014 0.010 0.006

1985-95 0.003 0.015 0.017 0.009 (0.022) 0.014 0.003 0.008 (0.003)

From East Asa 1985 0.020 0.069 0.020 0.039 0.144 0.033 0.036 0.012 0.009
1995 0.022 0.111 0.051 0.067 0.155 0.057 0.034 0.019 0.006

1985-95 0.001 0.042 0.031 0.028 0.011 0.024 (0.002) 0.008 (0.003)

Output 1985 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
1995 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000




Procurementsof Asan Affiliates of Japanese Firms: 1992 and 1993
(Percentage of Total Procurements)

1992 1993
Local Imports from Local Imports from

Procure{ Japan = North = Asa | Europe |Procure| Japan = North = Asa | Europe

ments America ments America
Manufacturing Total 485 3719 18 89 05 439 348 16 182 06
Generd Machinery 90 48 17 11 04 517 322 08 88 04
Electric Machinery 66 467 12 14 01 3HB7 330 04 264 02
Transport Machinery 529 438 18 11 04 8"37 310 25 60 07
Precision Ingtruments A2 602 19 37 00 402 412 26 145 15




Salesof Agan Affiliates of Japanese Firms: 1992 and 1993

(Percentage of Total Sales)
1992 1998
Locd Exportsto Loca Exportsto
Sdes | Japan  North - Ada | Euwrope| Sdes | Japan | North - Ada  Europe
Amgrica Amgrica
Manufacturing Total 66.1 158 37 112 20 498 251 45 166 26
Generd Machinery B0 26 21 13 98 324 406 55 148 46
Electric Machinery Br 22 53 190 22 3 B0 53 48 29
Trangport Machinery %6 17 39 10 05 81 110 35 22 15
PrecisonIngruments | 369 518 52 19 38 272 460 15 20 20




Intra-firm Transactionsin Procurementsand Sales of Asan Affiliates of Japanese Firms: 1992 and 1998
(Per centage Sharein Each Procurement or Sale)

Procurement Sales
Local Imports from Local Exportsto
Procure-| Japan = North = Asa  Europe| Sdes | Japan  North = Asa | Europe
ments America America
Manufacturing Total 113 832 725 585 4531 161 957 664 589 66.1
Generd Machinery 39 B5H 212 87 00 108 B5 B0 K4 92
Electric Machinery 86 808 328 588 108 25 %3 53 664 661
Transport Machinery 134 8.7 1000 662 6259 115 969 986 567 947
Precision Ingruments 91 %5 00 283 95 583 B4 242 191 496




V. Recent Surge of Regional
Trade Agreementsin East Asia

 Market-led regional economic integration

* Institution-led regional economic
Integration

o AFTA

o Japan-Singapore FTA

 ChinacASEAN FTA

* €lC.



