


,"Frve trends that 1llustrate thrs process are: presented below

Intra—East As1an exports have chmbed from 26 percent of
_vtotal East Asran xports m 1985 to 36 percent in 1991 e

o kv.from a peak level of 30 percent in 1986 to 21 percent in 1991.

" . Bast Asran trade became more 1mportant to’ the US.T he share
“of ULS; exports going o’ East Asia‘rose from 12 percent in

. 1mports rose from 16020 percent Us. exports to East Asra
~involume terms grew tw1ce as fast (13% per year) as 1rnports
‘ Vfrom East Asia.

i 8 4 ,East A31an exporters became less dependent on Japan The

"..._, share of their exports going to J apan. continued their steady,

. 5'.1*'5East Asian trade became more 1mportant to Japan The share
 of I apan’s exports going to East Asia rose from 24 percent in

1985 to 32 percent in'1991: The East Asian share of Japan’s~

i 1mports rose from 27 to 30 percent. J: apan s exports to-East

year) as 1mports from East Asia.

Intra-Asran ﬂows of 1nvestment trade and aid are growmg

: fsubstant1ally and wrll continue to'do so. The six driving forces .
-underlying this process of - economic integration have been:

(1) appreciation of the Yen; the NT Dollar and the Won, (2) de-
: mocratlzatlon hlgher wages: and land prices, and stricter pollu-

: tion controls-in Korea and Taiwan, (3) elimination of the Gener-
alized System of Preference (GSP) status for Taiwan, Korea, Hong ‘

- Kong, and Singapore by the United States inl989, (4) liberaliza-
~tion of trade and investment regimes throughout the ASEAN-4,

* (5)-economic reforms and trade and investment liberalization in -
China; and (6) economic reforms and trade and mvestment hber—'

v ahzatron in Vietnam and the Russian Far East."
“ These six forces have been substantially changing national
. co'mpetitiveness; national asset values and the international pur-

chasing power of the PECC countries. In combination, these

forces have been propelling waves of transnational directinvest-
~“ments-and loans that are reshaping the Pacific Rim’s industrial

structure and trade patterns, as well as creating new webs of eco-

nomic.and political interdependencies».‘ For example, Chiia has

- become an‘increasingly important motor for Asia-Pacific growth.-

From -1985-92, the share ‘of Taiwan’s éxports ‘going to China/

Hong Kong increased from 8 to 19 percent;'the share of Korea’s

exports, from: 5 to 11 percent; the share of Indonesia’s e€xports;
from 2 to 8 percent.’ In 1993, it is reported that $15 billion of
actual forelgn 1nvestments were made in: Chlna up from $4 bil-
hon in 19916 S : - -
'The reason that economic 1ntegrat10n in East Asia should-be
of 1nterest to American business i managers is that it srgnals sig-

‘ nificant reductronsm barriers to the flow of goods, services, capi-
- tal, and people among the countries of East Asia: This means that
American firms doing business in Asia should begin to develop
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re gtonal strategres (as numerous Ja apanese fir g js have been dorng;
“for years) as opposed to v1ew1ng Asran countrles as’ completelyf :
‘separate Inarkets T B LHE S PN N

. Bast: Asian exporters have. become less depenident on the USs.

' market The Share Of thelr eXportS gOlng to the U S dropped, g "Amerlcan Parthlpatlon 1 . \‘
. the East Asian Growth Miracle

1985 to 15 percent in 1991; the East Asran share of U.S. .
decade -long decline from 18, percent in 1985 to 14 percent in k

“Asia, in volume terms; grew at: about the same rate (12% per

~ This Amerrcan export expans1on can be explamed by f1ve fac—j

3. Raprd economic growth in markets outside the U S. and slow B i

“Are American firms benefrtlng from the raprd economrc‘-”
growth and 1ntegrat10n of East Asia? Yes; indeed! Amerlcan mer-
chandise exports to ‘Asia have expanded: substantrally between
1988 and 1993, growing from $90 billion to $144 billion. ~ -

U S Merchandlse Exports to A5|a

(Bllllon $)
‘Country 01988 .- 1993 (e)
o Japan 38 "v-s;sa |
- Korea, “g13 %20
CTaiwan 0§12 : Q$17y1' g
Hongkong SE ‘$ or st
~ ASEAN-5 %16 . $33
TOTAL -~~~ - $90° $144 -

U S. & Forelgn Commerctal Servnce U S Department of Com-» :

Source:
‘merce, “Country Markettng Plans” (vanous years)

tors:.

1. Increases in the przce competrtrveness of goods made in’
" America, due to a depreciating dollar and due to the relatzve
decline in unit labor costs in the United States

2. Increases-in the quality competrtlveness of -goods: made in
.. America, due to increased management emphas1s on quahty
*‘and customer service.

growth within in the U.S. rnarket place

4, Increased * openness > of East Asran markets

* 5. Increased commitments being made to 1nternat10nal busmess

- opportunrues by Amerrcan corporat1ons

Will American firms coritinue to expand thelr exports to’ Asra‘7 ’
Yes, they-will because all five of the trends listed above will con-
tinue to be favorable to export expansion. Could anything dis-
rupt this “converntional wisdom” scenario of contlnued growth
and prosperity in the Pacific Rim? ' o
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Adam Smlth s znvzszble hand then there 4 are 'so many govern-
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mental and cultural feet arms, and legs mvolved in’ the typlcal b
4 : " Quarter, p.2.:

USs.& Foreign Commercia -Seﬁvrce

plementary, views about the importance of market forces and gov- -

fairs, Los Anoeles Times, November

.. cationis for the United States, Washington, D.C.: USITC Publica- -
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prepured for the opening address to the seventh annual AsialPa- .
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“Program School of Business Administration, Umversﬂy of South=
“ern California, and the ULS. & Foreign Commercial Service, U.S."
“Department of Commerce, Los ‘Angeles, March 14-16, 1994. The"
© " data and arguments presented ‘are more: completely developed in:
‘" Drobnick, “Economic Integration:in the Pacific-Rim", in Saul~
" Hymans (¢d.), The Economic Outlook for 1994, Ann Arbor Unz—
“versity. of Mzchzgan 1994.

o OECD Development Centre, July (manuscript); and (5) Bank of )
o J apan (1994) “Economic Growth in East Asia and the Role of’ For-.

S 2.\;"‘For a summary ‘of PECC ‘activities; see Mark Eatle, e (1992) S
© L5 TSPRCCIX: Executive Summary,” Washmgton D.C: U S Natronal R

hes, V’data are; 'rom F'S-. Internatlonal Trade Commlssmn (1993)

. “Noniura Research Tristitute- (1993) “Invest mg in the Pacific,” Asia-

Pacific Economtc Outlook Tokyo: Nornura Research Instltute 4th o

1994 Couniry Market Plan,” Beljmg U‘S Embassv, pD- 14,

. Organlzatlon of Economlc Cooperation and Development (1993). "
= QECD-Economic Outlook Parrs OECD December p 57 (and vari-"
ous earlierissues). g

See, for example, President Chnton s 1ntroduct10n to the 1994 Eco- ;

. nomic Report of the President (1994). Washington, D. C.:U.S. Gov- :

‘ernment Printing Office, pp. 3-8.
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