 IDE Spot Survey

Economic Outiook

for East Asian Economies

over the Next Decade
Is Continuous High Growth Possible?

October 1997

Mitsuru Toida

INSTITUTE OF DEVELOPING ECONOMIES
TOKYO



The aim of the Institute of Developing Economies (Ajia
Keizai Kenkyusho) is to conduct basic and comprehensive
research on economic and related affairs in Asia and
other areas which are on the road to development. It,
thereby, contributes to the promotion of economic coop-
eration and the improvement of trade relations between
Japan and these areas and, ultimately, toward the pros-
perity and welfare of developing countries.

The Institute was founded in December 1958 as a non-
profit organization. In July 1960, it was recognized by
law as a semi-governmental body.

As of October 1, 1997, the number of staff members was
253, of whom about two-thirds are engaged in research
(including 34 stationed overseas), with the rest employed
as librarians, statisticians, or secretarial personnel.

The budget of the Institute for the fiscal year 1997/98 is
estimated at US$73.98 million of which 90 percent is
subsidized by the government.

s

IDE Spot Survey intends to respond to public demand by
offering prompt and proper analyses of emerging problems
in developing countries. Previous issues include Invest-
ment Risk in Post-Deng China, March 1995, Dynamic
Vietnam, June 1995, The Automotive Industry in
Asia: The Great Leap Forward?, October 1995, Ex-
change Rate Fluctuations and Asian Responses—
Growth Strategy in the Age of Global Money—,
August 1996, Hong Kong 1997—Society in Transi-
tion—, November 1996, One Country Two Systems—
China’s Dilemma—, March 1997, Kim Jong Il’s North
Korea—An Arduous March—, March 1997, Cuba’s
Survival—Socialism with Reality—, March 1997, and
Examining Asia’s Tigers—Nine Economies Chal-
lenging Common Structural Problems—, July 1997.

42 Ichigaya-Hommura-cho, Shinjuku-ku, Tokyo
162, Japan

Telephone: 81-3-3353-4231

Fax: 81-3-3226-8475

Homepage: http:/ /www.ide.go.jp



IDE Spof Survey

lcconomiec Ounlloolk

for [seisy Asian [cconomies

over iine Nexii Decae/e
Is Continuous High Growth Possible?

October 1997

Mitsuru Toida

INSTITUTE OF DEVELOPING ECONOMIES
TOKYO



Contributor

Mitsuru TOIDA Chief, Econometric Analysis and Forecasting Division,
Statistical Research Department,
Institute of Developing Economies

Copyright © 1997 by Institute of Developing Economies

42 Ichigaya-Hommura-cho, Shinjuku-ku, Tokyo 162, Japan

All rights are reserved. No part of this book may be reproduced in any form or by any means
without written permission from the Institute.



~ from Recent IDE Publication List &

Symposium Proceedings

East Asian Development Experience:
Economic System Approach and Its Applicability
Edited by Toru Yanagihara and Susumu Sambommatsu
March, 1997

Asia’s Challenges in the Coming Century:
New Ways for Japan to Cooperate in Regional Development
March, 1997

Occasional Papers Series

No. 31 Rural Industrialization in Indonesia
A Case Study of Community-Based Weaving
Industry in West Java

by Kosuke Mizuno
March, 1996

No. 32 Understanding the Developing World

— Thirty-five Years of Area Studies at the IDE
Edited by Hiroichi Yamaguchi and Hiroshi Sato
March, 1996

No. 33 Malayan Chinese and China
— Conversion in Identity Consciousness, 1945-1957
by Fujio Hara
March, 1997




IDE Spot Survey

Exchange Rate Fluctuations and Asian Responses
Growth Strategy in the Age of Global Money

Edited by Toru Yanagihara and Susumu Sambommatsu
August, 1996

Hong Kong 1997
Society in Transition
November, 1996

One Country Two Systems
China’s Dilemma

Edited by Yasuo Onishi
March, 1997

Kim Jong II's North Korea
An Arduous March

Edited by Kazunobu Hayashi and Teruo Komaki
March, 1997

Cuba’s Survival

Socialism with Reality
Edited by Kanako Yamaoka
April, 1997

Examining Asia’s Tigers
Nine Economies Challenging Common Structural Problems
Edited by Kayoko Kitamura and Tsuneo Tanaka

July, 1997
Published by

INSTITUTE OF DEVELOPING ECONOMIES
TOKYO, JAPAN




Conien’s

Executive Summary

Chapter |
Why a Long-Term Economic Forecast for East Asia
NOW ? e 1
1. Tightening Relations between Japan and EaSt ASId ... 1
2. Slowdown in the East Asian Economy in 1996 — Cyclical or Structural? ............cccoo....... 3
3. Long-Term Economic Forecasts for East Asia Using an Econometric Model ................ 5
4. Structure Of ThiS VOIUMIE ...t sssssss s ssessssssss s esssssssenne 6
Chapter Il
Development Stages and Trade in East Asia ................... 7
1. Development Stages of East Asian Countries and REGIONS ...........ccooormrmvveveviiesenesreeerisnssvessoe. 7
2. East Asian EXPOrts and IMPOTLS ... sssssss s sssssssssssssssneas 11

Chapter lli
Factors behind East Asian Economic Development

overthe Last 10 Yedrs ..........ccviiiiiiimiieceeeeec s eeeeens 12
Chapter IV
Assumptions in East Asian Economic Forecasts ............ 13
1. International ECONOMIC ENVIFONMENT ...ou.vviveiiieeeieeeseeeee s eeeeevesersssessssssessssssssssssesssessees 13
2. Impact of Reversion of Hong Kong and China After Deng Xiaoping ..., 13
Chapter V
Economic Forecasts Of NIES ...........cccceeermeemreviiciieceerereenen 15
Chapter VI
Economic Forecasts of ASEAN4 .........coooevvveecceiiceeeererennn. 20
Chapter Vii

Economic Forecast of ChiNA ........coovvveueeiiieeeeeeeeeeeenes 24



Chapter Vill

~N NN N

Long Term Economic Forecasts of East Asia .................. 25
. Keypoints in Forecasts of Economic Growth Rate ..., 25
. Keypoints in Projections of Rate Of INflation ... 26
. Expansion of Size of East Asian ECONOMUES ... 27
. East Asia as Global Base Of SUPPIY i 29
. East Asia as Absorber of World Demand ... 30
. Stage of Economic Development Of East ASIa ... s 31
. Economic Groups in East Asia by Sub-Group and Possibilities After 2005 .................. 32

Appendix |

Comparison of economic forecasts of Asian
Development Bank (ADB) and those of Institute of
Developing Economies (IDE) .........cccccevnunicinnincnnnncccanocecs 35

Appendix li

Outline of Econometric Models Used in Economic
Forecast for EQst ASIO .......cccceeecenvenracossrececsnnsonssasonconsansanans 38



List of Tables

Summary Table. Annualized Economic Growth Rates (GDP) of East Asian Economies

Table 1.
Table 2.
Table 3.

Table 4.
Table 5.

Table 6.
Table 7.
Table 8.
Table 9.

Table 10.

Table 11.

Figure 1.
Figure 2.
Figure 3.

Figure 4.

Figure 5.
Figure 6.
Figure 7.

Figure 8.

Figure 9.
Figure 10.

Figure 11.

Figure 12-1.
Figure 12-2.
Figure 12-3.

Economic Growth Rates (GDP) of East Asian Economies, 1986-1996 (%) ........ 4

GDP, Population and Per Capita GDP of East Asian Economies, 1996 ................ 7
Exports and Imports of Commodities of East Asian Economies,

United States, EU and Japan, 19906 ... sisisssssssssssssssonns 10
Annualized Expansion of Rates of Real Exports of Goods and Services of

East ASian ECONOMUES ..ottt sees s essasesens 15
Forecast Economic Growth Rates (GDP) of East Asian Economies,

1996-2005 (%) woevvvvvvvrirsiesssnessssssssssssssssssssssssssssssssssssssssssss s sssssssessssssssass s ssss s sss s 16
Annualized Economic Growth Rates (GDP) of East Asian Economies ............ 17
Annualized Inflation Rates (GDP Deflator) of East Asian Economies ............. 18
GDP of East Asian Economies, United States and Japan, 1996-2005 ........... 28
Forecast Per Capita GDP of East Asian Economies, United States and

Japan 1996-2005 (1996 US dOIAr) ......cccooovvvoeeiviiierieiseesess et 31
Ratios of Per Capita GDP of Sub-Groups of East Asia to Average Per Capita
GDP of Japan and the United States; 1996, 2000, 2005 .....cco.cccoommvvrmmmrririeenmrrrrionnnnes 34
Comparison of IDE’s Long-Run Forecast and ADB’s Super Long-Run Forecast
for Annual Growth Rates of Per Capita GDP of East Asian Economies .......... 36

List of Figures

Japanese Exports of Commodities by Region 1986, 1991 and 1996 .............. 2
Japanese Imports of Commodities by Region 1986, 1991 and 1996 .................. 3
Percent Changes in Exchange Rates of Currencies of East Asian Economies
and Japan for U.S. Dollar from the Rates in September 1985 .......ccccooommrcennrinnenns 8
Per Capita Income (GDP) of East Asian Economies, United States, EU and
JAPAN, 190G .ot 9
Forecast Economic Growth Rates of NIES, 1996-2005 .......coccovvoecoromeomiossecsirienes 17
Forecast Economic Growth Rates of ASEAN4 Countries, 1996-2005 ... 21
Forecast Economic Growth Rates of NIEs, ASEAN4, China and East Asia,
19062005  ..oovrveeeeerevveeeeiee s s e et 24
Inflation Rates (GDP Deflator) of NIEs, ASEAN4, China and East Asia
19962005 ..o ssesssee st et 27
GDP of East Asia and Japan 1996, 2000, and 2005 (1996 US dollar) ............... 28
Exports of Goods and Services of East Asia, 1996, 2000, and 2005

(1996 US AOIIAL) covvoooiveeseeevssesisviesese e teceseees st ss s sees e sses s sesseessseessenessssssessssesenes 29
Imports of Goods and Services of East Asia, 1996, 2000, and 2005

(1996 US AOUAL) oot seeeee e ee s ese s ee s ses e seess s sess s s eseesssreresessseereereenes 30
Per Capita GDP of East Asia by Group, 1996 (1996 US dollar) .......ccccemnnees 32
Per Capita GDP of East Asia by Group, 2000 (1996 US dollar) ... 33
Per Capita GDP of East Asia by Group, 2005 (1996 US dollar) ... 33



	SPT001000_A
	SPT001000_B

