CONTENTS

PREFACE ..ttt e et e e [
(@001 11 01110 130U i
(O00] 11 g £ TSP TRSR iv
TaDIES ANA FIQUIES ...ttt ettt sreen e s reenenne s Vii
o 0011/ 21 iX
Overviewfor
“The Deegpening Economic Interdependence in the APEC Region”
.................................................................................................................. Keiji OMURA
1. Subregiond Cooperation in the APEC regiON.........cccueeieereeieeseesiesee e esee e seeee e 1
1-1. APEC and the CUurrenCy CriSiS.....coiiiiiiiiie e cctee ettt s neas 1
1-2. APEC and IMF INITIEIVES........cooiiiieiiinieeeeee e 1
1-3. Interdependence among SUD-REGIONS.........coceieererienienee e 4
2.  Summary of the Papers:
The Deepening of Interdependence in APEC..........co o 9
Chapter |
Deepening Economic Interdependence in the APEC Region
Boom and Vulnerahility through Trade Linkages .......ccccevevevienee Hiroshi OSADA
I 1 01100 (8o o PR TS 21
2. Export Huctuations and Their Impact on a Domestic ECOnomy .........c.ceeeveereeceesneenne. 26
2-1. EXPOrt FUCIUBLIONS .....cocueeciiecee ettt snre e 27
2-2. A Domedtic Economy’s Sengtivity to External Shocks........coceveeceeeecniecciennenne 28
3. Interregiond Multiplier Effects through Trade Linkages.........cccccveviveveeccieecee e, 31
3-1. Data and the MOGE ... 32
3-2. Interregiona MUIIDHEN........c.ooiieeee e 34
4. Concluding REMAIKS........ccveieiieiiesi et e e sae e e sreenneennens 38
Chapter 11
Can a Sub-Regiond Group Enhance the Tie?--with emphads on East Ada
............................................................................................................... Satoru OKUDA
I [ 0117 [¥ o1 o] [T SRS PR PP 47
2. SRTAsIN APEC and Trade LINKagE.......ccecieeiieiiie ettt 49
2-1. SRTASIN APEC ... et 49
2-2. Trade Intendty of SRTASINAPEC .......ooooieee e 53
3. Determinants of Trade Hows in APEC--daifying the sub-regiond group effect ........... 55
G T I |V 1 100 (0! [0 |V AN OSSPSR 55



3-2. Adopted MOE .........ooieieecee e 56

ICTIC N = (] 072 (L0 S U KSR 59
4. East ASan REGIONA GrOUD .....cceeiveeiiiiesieesieeeeseestesee e steeee e sae e sseestesneesneenneennens 62
4-1. Factors Limiting the IntracEast ASan Trade..........ccoovveieieneceecceee e 62
4-2. Smulation---Under Improved “East ASan” Effect........ccccovveevieie i 65
LS oo 11 T o IR 67
Chapter 111
The Background and Causes of the Current Financia Crisisin Indonesia
....................................................................................................... Masaaki KOMATSU
R 1 01 (0o (8 oo o S S 71
2. International Capital Flows, Externa Debt, and Appreciation Pressures....................... 72
2-1. Internationa Capital INFlOWS.........coeiiieiiiecee e 72
2-2. INEreSt ADITIaION. .......oiveiiesieiesieree et 73
2-3. Pressures on the Rupiah Exchange Rate...........cccooiiiiiiiiicceceec e 75
3. Banking Sector ProbIEmMS...........ooveiie e e 77
3-1. Problems of the Banking Sector - Accumulation of Non-Performing Assets....... 77
3-2. State OWNEd BanKS.........cooviiiiiiiinisieee et 78
3-3. BUSINESS Group BanksS........ccooiiiiiiiieeeeeceese e 80
4. Effectiveness of MacroeconOmMiC POIICIES.........cverieiriiiiesese s 81
4-1. MONEarY POICIES......coueieeeeeieres s 81
4-2. FSCA POHCIES......coieiiiiieeeee et 85
4-3. Externd Debt ManagemMent .........cccoveeierieeieniee e 86
5. Summary and Policy IMPIICAIONS.........ccoeeiieecece e 87
Chapter IV
ASEAN’s Relationships With AMENICAL........ccevrueueerrerieeeererereeeeeseseeas Takeshi AOKI
1. Economic Performances of ASEAN and AMENiCA......cccvveereerenieneere e 91
2. APEC asavertica regiona INtegration...........cccveveereerieesieseeseeieeseeseeeeseesse e sseees 95
3. Globdization of Economy and Making Multi-layer Externd Reationships..................... 96
4. Reaionships between ASEAN and AMENICA.......ccceevuvcieiie e 101
Chapter V
The Higtorical Development of the Audtrdia-ASEAN Rdations. Implications for APEC into
the Year 2000.........ccourierieririninenese e Jro OKAMOTO
I 1 100 071 ST 105
2. Audrdias Reations with ASEAN before the 1980s........cccoveeveniineenence e 109
2-1. The Establishment of ASEAN and Austraia's Perception...........ccccceevvevieennnne 109
2-2. The Whitlam Challenge and Its Aftermath, 1973-75.........ccccocveeieecee e 111
2-3. AudrdiaFalsto Respond to Changesin the Regiond Environment ................. 114



3. Since the 1980s. Audrdia Catches Up with Accderated Change in the Internationd

ECONOMIC ENVIFONMIENTL ...ttt ettt s nne e 122
3-1. Attempts for Structurd Adjustment by the ALP Government...............ccceeveeeeee 122
3-2. Rapid Economic Growth of ASEAN and the Degpening of Augtrdia's Economic

Reaionswith the REJION...........cccoirieciee e 124
3-3. Audrdia’s Asan Engagement and the Emergence of Common Interests between
AUSITATA BN ASEAN ..o 133

4. Audrdias Commitment to Globa and Regiond Free Trade and ASEAN's Involvement136
4-1. Audrdias Carns Group and APEC Initiative: Inviting the ASEAN Countries as

ESsentiadl MEMDEIS........o e 136
4-2. Audrdia-ASEAN Rdationsinto the Year 2000: Implications for APEC.......... 140
I oo 11 Lo o IR 142
Chapter VI
Indudtrial  Policies and Trade Liberdization--The Automotive Industry in Thailand and
= = Y - TSP Mal FUJTA
R 1 01100 (8 oo o 149
2. Indugtrid Policies and Development of the Automotive Industry in Thalland and Mdaysa
AN OVEIVIEIW ...ttt sttt e st te st e sbeentesseesaeeneesseenbesneesaeenseeneenneenss 151
2-1 ThalaNd.....ooeeieieiee e 151
2-2. MEIEYTA ..o 155
2-3. Indugtrid Policies of the Two Countries Compared..........cccoevvveevieeiesvesiennens 160
3. Current Stuation and New Chalenges for the Automotive Indusry in Thaland and
AV = Y T 162
3-1. Current Stuation of the Automotive Industry in the Two Countries.................. 162
3-2. Coping with Trade and Investment Liberaization..........c.cceecevevevvecnvveiennnne 170
3-2-1. The Progress of Liberdization SChemes.........cccovvvirereeienencsc e 171
3-2-2. Expected Impact of Liberalization on the Automotive Indudtry.............. 173
3-3. Managing the Impact of the Currency CriSS.......ccooviriririereeesee e 175
3-3-1. How Has the Criss Affected the Automotive Industry? ..........ccceeveeee. 175
TG S 1 0= | = g o ST 176
3-3-3 MEBYTA e e 178
-4, FULUIE PrOSPECES.......eeiiiiieeieeie ettt 179
R o o [0 o PR SRSTRRTRRN 180
Appendix
Chinds Policy for the Liberdization of Trade and Investment through the APEC/IAP and
Negotiations for the Accesson to the WTO in 1997................. Daisuke TAKOH
....................................................................................................................................... 186

Vi



