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@ State of the Region Survey:
Key Elements

« Survey of regional opinion-leaders conducted during
June/July 2007

Views on the regional outlook

Views on regional economic integration

Views on the growing importance of Asia and its global impact

Views on regional institutions

Priorities for APEC



@ State of the Region Survey
Respondents Profile

Breakdown by sector: Breakdown by region:
e Business 107 Northeast Asia 124
e Government 68 Southeast Asia 104
e Academic/Research 166 North America 57
e Media 14 South America 46
e Civil Society 5 Australia/New Zealand 50
e Other 22 No response 1

Total: 382



Regional Outlook

« Respondents were, in general, optimistic

* Respondents from the US and Australia were the least optimistic
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Risks to Economic Growth over the
next 3-5 years
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Risks to Economic Growth
Global Warming
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Asia’s Rise and Its Global Impact

The Chinese economy will be larger than the US economy by 2020
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Asia’s Rise and Its Global Impact

The Indian economy will be larger than the US economy by 2020
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Asia’s Rise and Its Global Impact

A slowdown in the Chinese economy has a greater impact on East Asia
than a slowdown in the US economy
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Asia’s Rise and Its Global Impact

Chinese outward direct investment will exceed inward direct investment

by 2010
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Asia’s Rise and Its Global Impact

Asian economies should play a bigger role in the governance of
multilateral institutions such as the World Bank and the International
Monetary Fund.
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Regional Economic Integration:
FTAAP

Free Trade Area of the Asia Pacific(FTAAP) should be negotiated as soon
as possible.
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Regional Economic Integration:
Business or Government

Asia Pacific economic integration in the last decade has been led by
government rather than the private sector.
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Regional Economic Integration:
Top 5 Impediments to Business

Barriers to
investment
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Regional Economic Integration:
Barriers to Business
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@ Measuring Asia Pacific Economic
Integration: A Preliminary Analysis

e Two Stage Principal Components Analysis
e Stage 1: Creation of Harmonization (or
“convergence”) index

— Absolute deviation of macroeconomic indicators
relative to 1990

e GDP per capita
e Gross capital formation / GDP
e Share of urban population
e Share of non-agricultural sector in GDP
e Stage 2: Addition of other indicators

— Share of AP regional trade / GDP

— Share of AP regional investment /GDP

— Share of AP regional tourism flows / total flows



Real GDP per capita

indicator

Figure 1a. The Absolute Deviation
Indicator of Real GDP per Capita

year




Share of Non-Ag Sector

indicator

Figure 1b. The Absolute Deviation
Indicator of Non-Agriculture Sectoral
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@ Share of Gross Capital Formation

Figure 1c. The Absolute Deviation
Indicator of Gross Capital Formation
Ratio
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Share of Urban Residents

Figure 1d. The Absolute Deviation
Indicator of Urban Resident Ratio

indicator




Stage 1 PCA:
Harmonization Index

Figure 5. Harmonization Index of Asia-Pacific
Region
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@ Stage 2 Components:
Trade Share

Figure 2. Trade Share in AP Region
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@ FDI Inflows share

Figure 3. FDI Inflow Share within AP
Region

© 000

ON P~ OO~
L1

share (100%)




S

AP Tourists Share

share (100%)

- N W s
o O O

o O

Figure 4. International Tourist Share
within AP Region




@ Construction of the Composite Index

e Trade, investment, and tourism indicators are
net of sub-regional flows

 Final weights for composite index
FDI 0.34

Trade 0.28

Tourists 0.26
Harmonization Index 0.18




@ AP Composite Index, 1990-2005

Figure 6. Composite Index of Asia-Pacific
Economic Integration




Country Results and Rankings

Year 1993 1997 2001 2005
Country CEIl | Ranking CEII Ranking CEII Ranking | CEII | Ranking
Indonesia | 21.98 7 19.88 9 19.02 10 15.86 10
(--) (--) (-2.10) (-2) (-0.86) (-1) (-3.16) (©)
Singapore | 50.23 1 44.30 1 52.99 1 52.83 1
(--) (--) (-9.97) (0) (8.69) 0) (-0.16) (0)
Thailand | 15.35 10 25.42 6 32.32 7 24.85 8
(--) (--) (+10.07) | G4 (+6.9) (-1) (-7.47) -D
Malaysia | 24.75 5 25.06 7 42.80 3 36.49 4
(--) (--) (+0.31) (-2) (+17.02) (+4) (-6.31) (-1)
Philippines | 31.03 4 32.08 3 36.93 5 31.01 5
(--) (--) (+1.05) (+1) (+4.85) (-2) (-5.92) (0)
Viet Nam | 18.17 8 21.07 8 25.73 8 23.04 9
(--) (--) (+2.9) (0) (+4.66) (0) (-2.69) (-1)
United -0.73 15 0.55 15 491 15 3.74 15
S | @ @12 @ [ 436 | © | CLID]| (0
Mexico 5.57 12 9.39 12 9.51 13 9.51 12
(--) (--) (+30.82) (0) (+0.12) (-1) (0.00) (0)




@ Country Results and Rankings I

Canada | 1.28 14 3.76 14 6.02 14 1.78 14
(--) (--) (+2.48) (0) (+2.26) 0) | (+1.76) (0)

Chia 3.85 13 16.81 11 15.46 11 9.11 13
(=) | (=) [ (+1296) | (©) | (135 | (0) |(-635 ] (2)

Hong Kong | 43.73 2 41.25 2 44.78 2 45.83 2
(=) | (=) [ (248) | (0 | (+353) | (0 [(=1.05)] (0)

Korea, |23.60 6 28.00 5 39.56 4 39.62 3
(South) (--) (--) (+4.34) (+1) | (+11.56) | (+1) [(+0.06)| (+1)

Japan | 31.20 3 30.14 4 32.94 6 30.83 6
(=) | (=) ] (006) | (1) |(+280) | (2) [(21D) | (0)

Australia | 9.41 11 8.53 13 15.30 12 14.30 11
(--) (--) (-0.88) (-2) (+6.77) (+1) | (-1.00) | (+1)

New 17.79 9 19.19 10 25.57 9 27.16 7
Zealand | (--) (--) (+1.4) (-1) (+6.38) | (+1) |(+1.59)| (+2)




@ Preliminary Conclusions

e Broad agreement in views on the state of the region
from both sides of the Pacific, with a few important
exceptions

 Asia Pacific Integration is more important for the
Western Pacific than it is for the Eastern Pacific

e Continued importance of trans-Pacific institutions, i.e.
APEC

e Challenge for APEC is not competition from East Asia
regionalism but from lack of institutional commitment




