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Integrating Asian EconomiesIntegrating Asian Economies

•• Study coverageStudy coverage

• Southeast Asia
- 10 ASEAN members

• East Asia
- People’s Rep. of 
China
- Hong Kong, China
- Japan
- Korea 
- Taipei,China

• South Asia
- India
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Main MessagesMain Messages

• Asian integration is rapid, broad, with global links

• Asian Financial Crisis of 1997/98 was a watershed

• Cooperation is accelerating, but needs more focus

• Asian regionalism will be distinctive: outward-oriented, 
multi-speed, multi-track, pragmatic

• Regionalism is good for Asia, good for the world
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Priorities and ApproachesPriorities and Approaches

• Trade and investment

• Financial systems

• Macroeconomic links

• Social and environmental issues

• Cooperation: style, scope, speed
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All Indicators of Integration are All Indicators of Integration are 
RisingRising

6 Indicators6 Indicators

Foreign Direct 
Investment

Equity Markets 
Correlation

GDP
Correlation

Intraregional 
Trade

People-to-
people
Tourism

Trade Policy
FTA
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The Logic of Regional Collective The Logic of Regional Collective 
ActionAction

• Providing new regional public goods

• Managing spillovers among economies

• Exercising Asia’s influence in global economic forums

• Liberalizing trade and investment

• Adding value to national policy making
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AsiaAsia’’s trade integration is s trade integration is 
comparable comparable 

to Europe, North Americato Europe, North AmericaIntraregiona
l

trade is

increasing 

fast

Higher than

Europe’s at

its early

stages
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Asian Economic Regionalism Asian Economic Regionalism 
is not building a Fortress Asiais not building a Fortress Asia

Asian

Regionalism

is creating

bridges with

the rest of

the world
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Production Networks and Asian Production Networks and Asian 
TradeTrade

Market-driven
regionalism

Trade-investment
nexus

Fragmented production
and trade

Multinational 
corporations

Technology policy and 
technology upgrading
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Building Physical Connectivity Building Physical Connectivity 
Corridors in Great Mekong Corridors in Great Mekong 

SubregionSubregion
Building physical 

infrastructure 

Key for regional 
connectivity

Role of regional 
development banks for 
development financing

Creating development 
opportunities through 
trade and services
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Trade Policy in a Fractious Trade Policy in a Fractious 
Global EnvironmentGlobal Environment

Proliferation 
of FTA

Asian 
Noodle 
Bowl 
Effect

Rules of 
origin 
and 
scope of 
FTAs

Low rate of 
utilization
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Integrating Production and TradeIntegrating Production and Trade



Emerging Asian Regionalism: A Partnership for Shared Prosperity Slide 13

Financial Integration is Less Financial Integration is Less 
Advanced, Advanced, 

but Under Way: Price Indicatorsbut Under Way: Price Indicators
Improving Asian 

financial markets 
since the crisis

Still very close link to 
global markets

Recycling of Asian 
savings into Asian 
investment

Development of 
global financial 
centers in Asia
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Financial Integration is Less Financial Integration is Less 
Advanced, Advanced, 

but Under Way: Quantity Indicatorsbut Under Way: Quantity IndicatorsCapital

accounts

still not

completely

liberalized

Developing 

local-

currency-

denominated

bond

markets
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Integrating Financial MarketsIntegrating Financial Markets
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Deepening Macroeconomic InterdependenceDeepening Macroeconomic Interdependence



Emerging Asian Regionalism: A Partnership for Shared Prosperity Slide 17

Needing Adjustments AheadNeeding Adjustments Ahead
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Managing Macroeconomic Managing Macroeconomic 
InterdependenceInterdependence
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Many are Still Left BehindMany are Still Left Behind
Several major groups 

have been left 
behind

Labor market and 
investment policies 
can help alleviate 
poverty and 
exclusion

Increased migration can 
produce large social 
benefits

Managing threats to 
health and safety is 
a priority
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Fighting Poverty and ExclusionFighting Poverty and Exclusion
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Making Growth Inclusive and Making Growth Inclusive and 
SustainableSustainable
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Regionalism with Asian Regionalism with Asian 
CharacteristicsCharacteristics

• Outward-oriented, multi-speed, multi-track, pragmatic, 
bottom-up

• Develop deeper institutional capabilities 

• ASEAN, ASEAN+3, and EAS as the strategic regional 
forums

• Empower bottom-up leadership (coalitions and civil 

society)

• Pursue long-term goals through constructive, pragmatic 
steps



Emerging Asian Regionalism: A Partnership for Shared Prosperity Slide 23

Regional and Regional and TransregionalTransregional ForumsForums
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A Partnership for Shared ProsperityA Partnership for Shared Prosperity

• Asian economies in the long run are likely to have

- a single market

- deep and liquid financial markets

- effective macroeconomic policy coordination 

frameworks 

- a common currency

- workers moving much more freely than today

- collective efforts to address social issues

- stronger voice in global policy forums

- more regional institutions
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