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Introduc_: J
JQrJ ro rme \/\/ [O) 5 2l vvrl_,ter;med
sonomy. generally: and for

nitlel ree Clions of reglonal partners, Who
IEICEIVE Chlna as a strong export competitor
anumagnet for FDI, have been somewhat
‘%ur research reveals a more complex picture of
j_f' - China’s emergence, one that may present as
-~ Imany: opportunities as threats to East Asian

policy: makers.
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2 of Jig g7 ciglefsjicio[eho)f development
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lirizl WJH play fvvb roles Al the! region; with
IRISIEINIROmInence.

it _//;JL ffen export competition In a broad
SPECUUMI off products, particularly in extra-regional
_“_;____:_‘_-_':_,:-:-".‘ Jéts
_ " The growth of China’s economy will make it the
*-5-‘—*‘:' iegion’s largest importer, and this absorption will
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= = Create unprecedented opportunities for regional
~ exporters.
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The AS|a Tracle

SUINOIECESISNNUICAIESIIE EMENUENCE Ol
5Y/3 [;\f(]rl QL pattern eff tliangular trade Between
Chilglet igle 'Rest of East and Southeast Asia,
CIERIE :Rest of the World

e r r; | rrade Triangle reveals that China’s export
) ﬂ3|on offers significant growth leverage to
' |ts nelghbors

*%?‘j' Chinese absorption will emerge to dominate
=~ regional demand. Provided Asian economies do
not Iselate themselves from this process, the net

effiect of China’s growth can be hugely positive.
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Ill Chl 7 - ‘

# Chiprel 19 ifehfe yelatively Unigue position in East
Aslel Talse untry can apparently. “go It alone” te
Jbornhfz' jon. It also possesses two carrots and
OJIErS Jnrregionall negotiations:

—

— Car fs Access to domestic market and the “bandwagon”

= *:.;e ect selling into China’s export growth.
- :_'S'Ilck Denial of access.

._—-‘"'5;---—
*"';_—"'; © IHoWevVer, this strategic leverage appears to be
- limited for two reasons:

— Chinese Imports are essential to its export capacity.

— WO standards will not sustain exclusion
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| Slejtig Jeast Asia can capture most of
l »iexport grewtih expected fireom full
Zelijof Py Just forming ASEAN+3.

sad-to-head export global competition
I5-1eSs portant than leveraging opportunities
ren'ted Py East Asia’s fastest growing
Jﬁfe*rnal market.

g —

= %T-he pest strategy for East and Southeast Asia
- ISite pursue gloebalism through more
comprehensive regionalism.
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1. China’s Lapor I .-..Q#

# 1) (rnna Jagor larna uliigpletie souGanof
romoarrrt‘- advantage [Demestic lanor
allom (o ]:)atterns appear tor e changing
i) lmaa tant ways, however:

F&aﬁ rterUrban migration IS continuing.
&= yansactions costs to this activity are rising,

_- -I-I .l-'

-bnt the opportunity cost of labor in the rural

éif" ~ sector continues to decline.
— Skilled labor demand Is rising faster than
supply. This trend is being accelerated by DI,
for which skilled labor appears to be a
complement.
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.18 ‘h]nf—r illfh 15e the!langest trading economy
In = s_r. la oy about 2010.

Ch ] 4 be the region’s largest exporter by
é ‘ 10 pUL It's largest importer by 2005.
e Jétter situation presents an unprecedented
’:“:“ opportunlty for neighboring economies.
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gremthror China’s internal market will
elemc \Gther East Asian expert growth
J Ju—u iy aind create NIstoric
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SpEILLnIties for regional investors.

= ;;_;_. -@vﬁéd East Asian economies do not Isolate

—— themselves from the process of Chinese trade

""f’ liberalization, the net effect of China’s growth will

-  be hugely posmve as Chinese absorption
emerges te dominate regional demand.




Conclusi

; _\> ﬂ Trade Trlangle WillFemerge,
wrere Sl 1a develops a sustained trade
clefielt Ih East Asia and a surplus with
Western I OECD economies of nearly equal
——= JH’@ Ttude

.n “other words, most of China’s trade surplus will
—

~ —  Ultimately accrue to its regional neighbors. This has

— ‘_ profieund iImplications for patterns of both North-
Seuthrand regional capital accumulation.
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Conclusi

H"r“'-

. r'r 12 Treicle Tlaﬁgle enables China to
“clellv r:g ehalization” to the region: by,
(iflY ‘e WO,

o
I_ ﬁ&df her EA countries should negotiate

' "’li/ely with China, with an eye toward
ader objectives.

= "~ Our results indicate that, In the wake of China’s
WO aceession, the best strategy for East Asia
IS to pursue globallsm through more
comprehensive regionalism.
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Conclusi

SNeITiE Gan| “go)it alone” on the path to
gloorlh/c on.

| ;:U formmg to Its existing WTO
E=Ccommitments, China will realize most of the
= Hains it would enjoy In a world of free
fj::trade Thus its unilateral initiative makes it
~—  |ess reliant on regional and bilateral
commitments.
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Conclusi

SIeHle 2s a special position 1 the
regjomr Trade matrix, but ItS strategic
Iav__ e appears to be limited.
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referentlal access to Individual EA exporters Is

== 161 sustainable under its WTO commitments.

== ”The carrots are real, but their strategic value is

===——=_"_ limited.

' —  Eurthermore, EA imports are essential to China’s
export capacity. The stick is not credible against
most EA partners.
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7. CrllaE¥ *(gmrllrr 15 i conploel il ciel\zipiieiefe
Elfe JJI@Jy aéxperience rapid evolution for two
EESONS:

— JJngm@s bana relatively sustained: inbound EDI'Is
Endlyexpanding production capacity and altering
r-:.g.u-::w IS Of factor productivity and returns.

- “abcrr markets alre enterlng all |mportant transition
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= e |\ligratory patterns for unskilled labor are likely to
e —intensify.

e Supply conditions for skilled labor may not keep pace
with demand.

e, Econemic reform may adversely affect short term
aggregate labor demand.
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