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1. Globalization of East Asian Economy and Development of International Division of Labor in East Asian Regions

1) Meaning of Globalization of Economy and Enterprises
·  Generally globalization means a dramatic increase in the international movement of people, goods, money, and information. These phenomena were brought by multinational enterprises (MNEs) which developed at great speed from mid-1960 and 1970s.

· But, it occurred only in the 1990s after the end of Cold war that the word of globalization came to be used in the social science field of economics and international politics. In other words, in post-Cold War America, Internet, communication satellites and global positioning system that has been used exclusively for military purpose were opened up for commercial use and the information technology provided by computer, software and the other communications device began to make rapid progress.

· In this progress, the speed of movement of business (money and information) is changed from the speed of airplane to that of light. That is the flows of capital to/from one country to/from the others have been at moment.

2) Proportion of Foreign Trade among East Asian Regions to the World　 

＊ The Proportion of Amount for Foreign Trade (Export and Import) among East Asian Countries to the world has increased drastically.

(East Asian Countries: ASEAN 4 [Thailand, Malaysia, Philippine and Indonesia], NIES [Singapore, Hong Kong, Taiwan and Korea], China, and Japan)

    ＊ Export ：1970s  １０．５%　 →　1990ｓ　２６．５％   
　

＊　Import：1970s   １１．５％　 →　1990s    ２２．５％
2. Why did the Asian Currency Crisis occur in Thailand (July 2. 1997) and Korea (November 1997)? 

1） Trade balances of both Thailand and Korea
Trade balances of both Thailand and Korea were totally deficit and the amount of trade deficit to Japan was particularly large. 

*The Trend of trade balance of Thailand and Korea compared with Malaysia and Taiwan.    
Trade Balances of Thailand and Korea compared with Malaysia and Taiwan
Thailand       1 9 9 0                      1 9 9 7
      Total      －254,635 million Baht        －117,133 million Baht

     To Japan   －157,755                    －221,289

     Malaysia       1 9 9 0                       1 9 9 7

      Total        －6,443 million Ringgit          + 421 million Ringgit
      To Japan   　－11,348　　　　　　　　　　　－20,708　　

    Korea        1991                 1994                1997  

     Total     －9,655 million USD　  －6,335 USD 　    －8,452 USD  
    To Japan  －8,764　              －11,867　         －13,065 
   Taiwan     1991                 1994                1997    

   Total   +13,299 million USD  +7,700 million USD  +7,639 million USD
   To Japan －9,684            　－14,562         　 －17,320

2) Economic Growth Rate of Asian Countries in Accordance with Changing Rate of Japanese Yen to US Dollar 

   Figure 5 shows economic growth rate of Asian countries in accordance with changing rate of Japanese Yen to US Dollar. 
· The first figure shows the changed percentage of rate of Japanese Yen to US Dollar from 1988 to 1997.

· The second figure shows the changed percentage of the amount of Japanese direct investment to Asian countries. When the percentage of expensive Yen (en daka) was high, the percentage of the amount of Japanese direct investment to Asian countries increased, while   amount of Japanese direct investment to them decreased on the time   of cheap Yen.
· The third figure shows economic growth rate of Asian countries in accordance with changed rate of Japanese Yen to US Dollar. When the expensive Yen (en daka) registered, the economic growth rate of Asian countries showed high percentage, while the economic growth rate of them showed on the time of cheap yen (en yasu). 
· These facts mean that Asian countries took the policy of Dollar peg system. The Dollar peg policy is that the exchange rate of the currency of Asian country was changed in accordance with changed rate of the US Dollar. That is the exchange rates of their currency were pegged down the US Dollar.  
3) Three Reasons of the Asian Currency Crisis: The Increase of Trade 
    Deficit at that Time of Japanese EN-YASU (Cheap Japanese Yen evaluation to US Dollar)

· As the causes of Asian currency crisis which began from the de-evaluation of Thai Baht on July 2nd 1997, three points have been discussed.

· The first is sudden, rapid and large amount of outflow of short term private capital, which was a direct cause of outbreak of the crisis.

The high economic growth of East Asia called as “the Asian Miracle” was supported by private short-term capital from foreign countries, which was financed from the off-shore market or free financial market. On these special markets the regulation for the tax, financing and foreign exchange were extremely weakened and the markets were separated from the domestic financial markets.

· The second reason of the currency crisis in Asia is that most East Asian countries continued to take the policy of dollar peg system even on the period when the exchange rate of US Dollar declined until May 1995 and it’s rate increased again until 1997. As already explained, the Dollar peg policy means that the exchange rate of the currency of Asian countries were changed in accordance with changed rates of the US Dollar. That is the exchange rates of their currency were pegged down the US Dollar, because The government of Asian countries trusted much more US Dollar than Japanese Yen  

         ***   May 1995   1 USD = 80 Japanese Yen = 25 Thai Baht

         ***       1997    1 USD = 140 Japanese Yen = 44 Thai Baht

· The third reason is related to economic structure of the East Asian countries. The most important issue is that domestic enterprises on one hand could not accumulate technology and production skill during 10 year’s high economic growth until the stagnation which began from 1996. On the other hand, the wage level of Thailand increased higher than the increase of labor productivity during the high economic growth.   　

3. Does Asian Currency Crisis occur again? Low possibility: The Currency Swap Agreement
1) Chiang Mai Initiative (2000): Bilateral Currency Swap Agreement

　In May 2000 the finance ministers of Japan, China, Korea and 5 ASEAN (Thailand, Malaysia, Philippines, Indonesia and Singapore) agreed with the bilateral currency swap agreement to reserve fund and use for preventing crisis in each both countries. This original idea was made by former Japanese prim minister MIYAZAWA just after the Asian currency 

crisis and called “MIYAZAWA CONCEDPT). Depending upon the bilateral swap agreement, available amount money was maximum 5 billion USD in the case between Japan and Korea, and 1 billion USD in the case between Korea and Thailand, Malaysia, Philippines or Indonesia (Show Figure 4)

２）Kyoto Meeting, Multilateral Using of Foreign Reserves Pool Money　
     On 6.May 2007 the bilateral swap agreement was improved in the available amount of currency by multilateral agreement. Total amount of available money attained about 30 billion USD.

3) On the Madrid Meeting that was held on 4. May 2008, they agreed with that the amount of pooling Money should be attained over about 80 billion USD. In addition, 8 countries confirmed that the amount of fund should attain 120 USD billion after the world financial crisis November 2009. Therefore, this available amount of money by the agreement would make the possibility of the currency crisis like in Thailand and Korea low. 
* People of these countries hope these agreements would be develop to the Asian Monetary Fund and have the role like “the European Monetary Fund”.  
4.  Why has the Foreign Trade Structure of Thailand been changed?

1) From Trade Deficit to Trade Surplus Country
· Improving Foreign Trade Balance of Thailand 
Thailand         2000                 2001               
    Total           +7,443 mil. USD      +3,551mil. USD
    To Japan       －5.146 mil. USD  　 －6,175 mil.USD

· Trade Surplus to USA and EU 15 countries

Thailand         2005                 2006

    Total          +7,237 mil. USD      +2,914 mil. USD

 To Japan     －10,939 mil. USD     －9,045 mil. USD

 To USA        +9,314 mi. USD      +10,949 mil. USD

 To EU 15      +3,829 mil. USD      +6,259 mil. USD 

2) Why must Thailand have still Trade Deficit to Japan?
   To answer for this question, we have to understand development of the triangle structure among East Asian countries, USA and EU。
5. Development of Triangle Structure of Foreign Trade among East Asian Countries, EU and USA

1) The Progress of Foreign Trade Structure among Japan & NIES, ASEAN & China and EU & USA from the year 1990 to the year 2003.
    Figure 6 ( 4 bar graphs ) shows the progress of foreign trade relations among East Asian Countries and USA & EU. 
  ⅰ) The relations between Japan & NIES and China & ASEAN
    a) The amount of export from Japan & NIES to China & ASEAN for intermediate goods (manufacturing products and parts) increased from 1990 to 2003.    
　  b) The amount of export from China & ASEAN to Japan & NIES for

      the intermediate goods (manufacturing products and parts) also increased. 

ⅱ）The relation between China & ASEAN and EU & USA 
   The amount of export from China & ASEAN to EU & USA for final goods, especially consumer goods increased from 1990 to 2003.

ⅲ）The relation between Japan & NIES and EU & USA
    The amount of export from Japan & NIES to EU & USA for not only the intermediate goods but also the final goods (capital goods and consumer goods) increased.

3) Development of Triangle Structure of Foreign Trade among East
    Asian Countries, EU and USA

  White Paper published by the Minister of Economy and Industry 2005 shows the triangle structure of foreign trade among East Asian countries, and EU & USA. (See Figure 7). 

    This figure shows that division of labor within production processes between Japan & NIES and China & ASEAN countries has more developed. Japan & NIES have produced the intermediate products (technologically high manufacturing products and parts) with high added value in the capital intensive production processes of the domestic factories, and exported them to China & ASEAN countries. In the contrast with them, China and ASEAN countries have produced relatively technological low manufacturing products and parts on the labor intensive production processes, and final products by the assembly of their technological low parts and the technologically high manufacturing products and parts from Japan & NIES. These countries export final products like capital goods (machines tool) and like durable consumer good (car or home electric commodities) to EU &USA.        
　4) Three kinds of Foreign Trade Form
 There are three kinds of foreign trade form. 

ⅰ）The first form is called as “one way foreign trade (export and import)”, that is a typical previous foreign trade business between different industries, seen in the foreign trades of wine and wool between Spain and Great Britain, called as traditional international division of labor depended on the comparatively low production cost asserted by the Classical Economist.       

ⅱ）The second form is called “vertical foreign trade within same industry” or “division of labor between production processes of the enterprises” .This form is seen between the Japanese subsidiaries or local companies in ASEAN regions or China and the mother companies in Japan. The commodities of high technological parts (high price) are exported from Japan to the ASEAN or China, and the commodities of relatively low technological parts (low price) are exported from ASEAN countries or China to Japan. The “vertical foreign trade” means the trade between same companies, like foreign trade between the Vietnam 

 HONDA and mother company HONDA in Japan 　　
ⅲ）The third form is called “horizontal foreign trade in the same industry”, of which trade business is made between different countries. Generally, these foreign businesses are traded in not differentiated price of commodities. Before the agreement of industrial cooperation was closed among ASEAN 7 countries 1996, Japanese car companies and home electricity companies had difficulty to procure manufacturing products and parts for assembly from local suppliers. But, Such Japanese companies nowadays can easily buy parts from the local parts companies in ASEAN regions.    
　

＊The Comparison of Percentage for the Three Kinds of Foreign Trade

 White Paper 2004 by the Minister of Economy and Industry shows the comparative percentage of three kinds of the Trade.

　
# Within EU12 Countries (percentage)

         One Way Trade      Vertical Trade       Horizontal Trade 

1996      34..0 %               37.5 %              28.5 % 

 1998      33. 5 %               40.0 %              26.6 %

 2000      34..1 %               40.0 %              25.8 &   

 # Within East Asian Regions (7 Countries, ASEAN 4, Korea, China and Japan)

         One Way Trade      Vertical Trade       Horizontal Trade 

 1996        78.7 %              16.5 %               4.7 %

 1998        75.0 %              20.0 %               5.1 %

 2000        68.7 %              23.7 %               7.6 %   
＊Now we can answer the question why Thailand must still have trade       deficit to Japan, but can have trade surplus totally? Because Thai small and medium size enterprises have developed to be important suppliers after the Asian Currency Crisis and charged the role as members of horizontal and vertical of division of labor within production processes of Japanese ,USA, Taiwanese, and the other’s multinational enterprises.   
6. Development of FTA and EPA in East Asian Regions

　

· Free Trade Agreement (FTA) means an agreement between two or among more countries or regions to abolish customs duty or customs barrier. For example, it was difficult for Japanese manufacturing subsidiaries of air-conditioning to procure high-quality parts in Malaysia. After the Economic Partnership Agreement (including FTA) was closed between Japanese and Malaysian governments,    the Japanese subsidiaries in Malaysia could begin to procure their parts with high-quality and low cost from local suppliers. 

· Economic Partnership Agreement (EAP) is wide concept that includes not only FTA (foreign trade of goods) but also mutual cooperation for foreign trade of service, investments, Government procurement, intellectual property rights, preparation of good business environment and he others.

· Expanding of FTA &EPA among East Asian Countries

Cases of Japan

FTA between Singapore and Japan (came into effect in November 2002, revised into EAP between the both in September 2007)

EAP between Malaysia and Japan (came into effect in July 2006)

EAP between Thailand and Japan (came into effect in April 2007)

EAP between Indonesia and Japan (came into effect in July 2008)

FTA between Mexico and Japan (came into effect in April 2005)

FTA between Chile and Japan (came into effect in September 2007)       

      EAP between ASEAN and Japan (the bill was carried on the diet in June 2008)

      EAP between Vietnam and Japan (negotiation was begun in January 2008)

     China has closed the Agreements with ASEAN, Macao, and Hong Kong.    

     Korea has closed the Agreement with ASEAN and Singapore.

７．A Comparison of the Export & Import Structures between Thailand and Vietnam

　１）Export & Import of Thailand for the World

· Looking at the Table 8 and 9, Thailand recorded large amount of trade surplus to ASEAN 4 countries, USA and EU 15 countries, while Thailand still recorded trade deficit to Japan.  From the table 9, we can understand that Thailand now grow up one of industrial countries in East Asian Area, because proportion of the main products of import is 38.9 % for industrial products, 15.9% for crude oil (funnel), and 5.8% for iron & steel (raw material).   

· Concerning the proportion of Thai export and import of industrial products to or from Japan on the table 10, over 50 percent of industrial products to the total amount has been imported from Japan, and over 30 percent of Thai export to the total has been to Japan. This fact means that vertical and horizontal foreign trade (international division of labor) has been promoted between Japan and Thailand.(See Table 10)    

2). Export & Import of Vietnam for the World
· Table 11 shows foreign trades (exports and imports) of Vietnam to / from main countries 2005 and 2006. Vietnamese amount of exports attained to 19.7% to USA and to Japan 13.1% to the total.2006. In the contrast with Thailand, Vietnam recorded trade surplus to Japan 2006, while Vietnam recorded large amount of trade deficit to China and Singapore, and 5,064 million US dollar trade deficit totally.

· Looking at the structure of main commodities exported and imported by Vietnam (see Table 12), 58 % of the total amount of exports consisted of material and light industrial goods (crude oil 20 %, grain & clothing 14%, footwear 9%, wooden products 5%), while 34% of imports consisted of manufacturing goods (machine & parts 14.8%, petroleum 13.3%, computer & parts 4.6%, Chemical products and the others).

· Such a characteristic for the structure of export and import by Vietnam is in particular shown on the Table 13 (Vietnamese export from and import to Japan). Vietnamese exports of commodities consist of seafood (16%), crude oil (13%), grain & clothing (12%), electric wire & cable (12%) Timber & it’s products (5%) , together 58 % in all to the total, while the imports of commodities consist of manufacturing products that attains over 60%. From the comparison shown above, we can find a big difference of the structure of foreign trade between the both countries. 

8. Why has been Thailand changed into a Industrial Country?
 * As the reasons of these changes we can point improvement of education and vocational training system. The Thai government has promoted to established public vocational high schools and colleges on administrative and controlled by the Mister of Culture and Education, and vocational training institutions controlled by the Minister of Labor and Social Welfare. 
· Particularly, The Minister of Labor and Social Welfare set up the Comity Office for Vocational Education and Training 2003 to develop many different kinds of programs for the training of beginners and re-training of the employees of middle class, as well as for employees of hotel, secretary at office and sales persons. 
·  The number of Public Vocational Education and Training Institutes at the present 2008,  
404 national vocational education institutes in total

  109 technological colleges for two years  

      36 vocational education colleges for two years
      54 technological colleges to train craft worker
     144 vocational colleges for two years

      16 colleges for education for commerce (5), shipbuilding (3), industrial arts (3), management and tourism (3) and the others

·  Notable point is that Thai government obliged all enterprise of which number of employee is over 100 persons to implement education and training for half percent employee once per year depended upon the Law for Promotion of Skill Development issued 2004. After the Law was issued, the training of employee has been exactly implemented depended on the strict rule (see the Takahashi’s text book “Quan tri Kinh Doanh Hoc --------“ p.349-353). 
· According to my research in Bangkok, numerical controlled machines   (NCM) are set on shop flowers of very popular small-medium sized enterprises where engineers and workers make and correct programs, and solve troubles to produce parts of cars or electric appliances. It not difficult for small-medium sized companies to employ craft man and workers who can control, maintain and operate NCM, because such engineering and operating techniques are taught at the technological colleges or high schools.     

９. How should Vietnam Country make the Industrial Policy?  
What must Vietnamese government, managers and employees do? 
· Government?
· Managers?

· Middle managers, engineers or skilful workers?
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