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ABSTRACT

Since the mid-1980s, East Asia has been ranking the fastest grow-
ing area in the world trade as a result of its sharp expansion of intra-re-
gional trade. The expansion has grown at a rate even higher than that of
NAFTA and EU. Moreover, both the absolute volume and the compara-
tive volume of intra-regional trade of East Asia exceed that of NAFTA and
just fall behind that of EU. Regarding that EU has enjoyed a history of in-
tegration over half a century, and NAFTA has undergone its integration
over ten years, the theory of Customs Union and Free Trade Area can
conveniently explain the intra-trade growth of them. However, the con-
ventional theories have little to say about East Asia’s non-institutional
intra-trade, since no comprehensive RTA has ever been established
there. In addition, we found that ASEAN and geographical proximity
could not make a sufficient explanation of East Asia’s intra-trade growth
either.

Currently, globalization and regionalization are two parallel tides in
the world economy and the current worldwide economic crisis is certain to
promote East Asia’s integration. Thus, the study of the characters and
causes of the expansion may provide positive implications for further re-
gional cooperation. However, present relative siudies, utilizing the data
of Standard International Trade Classification (SITC), and usually focu-
sing on the intra-industry trade, which measures the commodities by in-

dustrial level, can hardly reflect the prevailing international specializa-
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tion. For example, a country could produce products in higher level in-
dustry and therefore improve its industrial and export structure, but this
would help little with its adverse position in the global value chain. On
the contrary, this paper discusses the participation of East Asia in global
value chain theoretically and empirically. By using the vertical specializa-
tion theory and adopting the Broad Economic Categories (BEC) of the
United Nations, which classify the products by the extent of processing,
this paper presents convictive explanations of East Asia’s Intra-trade ex-
pansion.

This book consists of six parts altogether. Chapter 1 introduces the
significance, structural arrangements, contributions and deficiencies of
the study. Chapter 2 reviews the literature reference about trade expan-
sion, intra-regional trade expansion, and put forward the research direc-
tion of using the theory of vertical specialization to analyze the non-insti-
tutional expansion of East Asia’s intra-trade. Chapter 3 traces the evolu-
tion of the intra-regional trade development in East Asia and sums up the
features through comparison, which takes an initial look at the is-
sue. Chapter 4 demonstrates the causes of the expansion of intra-regional
trade in East Asia from influencing factors and dynamic mecha-
nism. Chapter 5 conducts statistical and econometrical analysis, with
China as a case study. Chapter 6 states the effects of the intra-regional
trade expansion and future policy choices for China. Finally, the book is
concluded, offering the policy choices and pointing out the possible di-
rections for further research.

This book arrives at the following major conclusions.

Firstly, the situation of intra-regional trade of East Asia has been
shifting under the Europe-U. S. centered world market. It was primarily
political and inward oriented trade during the pre-war period, and mean-

while the share of intra-trade enjoyed a peak. Afterward, from World
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War Il to late 1970s, it became economic and outward oriented, and
the share of intra-trade was falling, Further, from the mid-1980s till
now, it turned to technology and vertical specialization oriented ( both
inward and outward ), and the share of intra-trade was rising
again. Therefore, the share of intra-regional trade of East Asia went
through a “high-low-high” U-shaped path, and each change reflected
the international specialization of the time.

Secondly, East Asia as a whole is becoming more dependent on intra-
regional trade while China’s dependence on intra-regional trade is decrea-
sing. At the same time, East Asia is relying less on the U. S. market, yet
China increased its dependence on it. Half of the American imports from
East Asia come from China, and as we can see, China has already re-
placed the other members serving as the exporter to the U. S,

Thirdly, the intermediate products account for the predominant part
of the expansion of the intra-regional trade in East Asia, while the share
of final products in intra-regional trade is shrinking. Thus, the intra-re-
gional trade of East Asia is not consumption oriented but production ori-
ented, as well as not intra-regional demand drived but extra-regional de-
mand derived. The expansion of intra-regional trade of East Asia is no
substitute for its inter-regional trade.

Fourthly, the growth of the intermediate products trade is the imme-
diate impetus pushing the expansion of intra-regional trade in East Asia.
By transforming non-tradable products to tradable products and reduplica-
ting computation of international trade, the intermediate product trade
propagates the intra-regional trade in East Asia, but extra-regional trade
remains to be the ultimate engine of the inner expansion. With the pro-
gress of technology and the diversion of international industry, vertical
specialization that slices the production process and reconstructs the tra-

ditional trade relations, has become the leading form of modern interna-
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1.1 FFRFFREEX

.L1.1 BREFR

FWEHE (Krugman, 1995) B4 HSAEERH S B HAHEH
WF: H—, HEL=REMMEREANTILARSZEK; X2, 4
PESEMER, KA IESE T HEAER RN ERKEET;
H=, X555 GDP (LB R R H P, K& A A B
HAETHER L OO REEERA, mXURFaE+t, “K
IREFAREOHRG” BRYMERRES “BEAFHO" M “&
SAHR” BBk, AEERERFEN “KRTE” BRNEE
HMFSr. 1986 ~2002 4[], X THARSEK TG, KILK
HBBIHKT 57! FAERBRMREEUTHIERTER.

B, BIRHMAREE, REAERNGEELITFHmERSH

@ Krugman, Paul and A. J. Venables, “Globalization and the Inequality of Nations”,
Quarterly Journal of Economics, 110 (4), 1995, pp. 857 -858.
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My SRR A RIRTRAT? A8 BZER AL HATERIT, MEX
— BRIt KR AR BB KA A TS T BB — 52 B TR o
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RB YRR a7 B bR A 5 B8 B U O A B0 x— B
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