Reproduced from ASEAN-US Economic Relations: Changes in the Economic Environment and Opportunities by
Tan Loong Hoe and Narongchai Akrasanee (Singapore: Institute of Southeast Asian Studies, 1988). This version
was obtained electronically direct from the publisher on condition that copyright is not infringed. No part of this
publication may be reproduced without the prior permission of the Institute of Southeast Asian Studies. Individual
articles are available at < http://bookshop.iseas.edu.sg >

ASEAN-U.S.
ECONOMIC RELATIONS



Masiah
Text Box
Reproduced from ASEAN-US Economic Relations: Changes in the Economic Environment and Opportunities by Tan Loong Hoe and Narongchai Akrasanee (Singapore: Institute of Southeast Asian Studies, 1988). This version was obtained electronically direct from the publisher on condition that copyright is not infringed. No part of this publication may be reproduced without the prior permission of the Institute of Southeast Asian Studies. Individual articles are available at < http://bookshop.iseas.edu.sg >


Contributors

Narongchar Akrasanee
Managing Director

The Industrial Management Co. Ltd.

Bangkok, Thailand

Burnham O. Campbell
Professor of Economics
Department of Economics
University of Hawan
Hawaii

Chung H. Lee

Chairman and Professor
Department of Economics
University of Hawail
Hawaii

Lee (Tsao) Yuan

Lecturer

Department of Economics and
Statistics

National University of Singapore

Kent Ridge

Singapore

Dean A. DeRosa

Economist

Commodities Division

International Monetary Fund
Research Department

Washington, D.C.

Jesus Estanislao

Chairman

Development Bank of the Philippines
Manila, Philippines

Mingsarn Kaosa-ard
Associate Professor
Department of Economics
Chiangmai University
Thailand

Lawrence Krause

Director

Graduate School of International
Relations and Pacific Studies

University of California, San Diego

United States of America

Seiji Naya

Director

Resource Systems Institute
East West Center
Honolulu, Hawai

Tan Loong-Hoe

Co-ordinator

ASEAN Economic Research Unit
Institute of Southeast Asian Studics
Singapore

Wing Thye Woo

Assistant Professor

Department of Economics
University of California at Davis
United States of America



ASEAN-U.S. ECONOMIC
RELATIONS

Changes in the Economic
Environment and Opportunities

Edited by
Tan Loong-Hoe
Narongchai Akrasanee

TheAsia ISERS

FOundathIl ASEAN Economic Research Unit
Center for Asian Pacific Affairs

[nstitute of Southeast Asian Studies




Published by

Institute of Southeast Asian Studics
Heng Mui Keng Terrase

Pasir Panjang

Singapore 0511

All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system, or transmitted 1n any form or by any means, clectronic, mechanical,
photocopying, recording or otherwise, without the prior permission of the Institute
of Southeast Asian Studies.

© 1988 Institute of Southeast Asian Studies

The responsibilily for facts and opinions in this publication rests exclusively wih the authors and
ther interpretations do not necessarily reflect the views or the policy of the Instilute or ils supporters.

Cataloguing in Publication Data

ASEAN-U.S. economic relations: changes in the economic environment and

opportunities / cdited by Tan Loong-Hoe and Narongchai Akrasance.

1. ASEAN — Foreign economic relations — United States.

2. United States — Foreign Economic relations — ASEAN.

I. Tan, Loong-Hoe.

II.  Narongchai Akrasanee.

[I. Institute of Southeast Asian Studies. ASEAN Economic Rescarch Unir.
HF1386.5 Z4U6A841 1988

ISBN 9971-988-83-6

Printed in Singapore by Kim Hup Lee Printing Co. Pte. Ltd.



Contents

List of Tables

List of Figures

Foreword

Changes in the ASEAN-U.S. Economic Environment and
Opportunitics: An Introductory Overview
Tan Loong-Hoe and Narongchai Akrasanee

PART I. ECONOMIC TRENDS

1.

Economic Trends in the United States and Their
Implications for ASEAN
Lawrence B. Krause

Increasing Protectionism and Its Implications for
ASEAN-U.S. Economic Relations
Burnham O. Campbell and Dean A. DeRosa

PART II: STRUCTURAL ADJUSTMENTS

3.

Structural Adjustment in ASEAN
Jesus P Estanislao

What Kind of Structural Adjustment Policies for U.S.
Trade Difficulties?
Wing Thye Woo

PART I{I: TRADE IN SERVICES

5.

ASEAN-U.S. Trade in Services: An ASEAN Perspective
Lee (Tsao) Yuan

U.S-ASEAN Trade and Investment in Services: An
American Viewpoint
Chung H. Lee and Seiji Naya

PART IV: ROLE OF PRIVATE SECTOR

7.

U.S.Thai Relations: Selected Case Studies in Agribusiness
Mingsarn Santikarn Kaosa-ard and Narongchai Akrasanee

vil

X1

x1il

XV

24

65

67

89

113

115

146

175

177






List of Tables

L R )
LR

[ —
N = o o

[ SR ]
o O

3.9

4.1
4.2
4.3

U.S. Exports and Imports

Structure of U.S. Production, by Industry

Year over Year Labour Productivity Growth, Quarterly Data
U.S. Merchandise Exports and Imports by Type of Product
and End-Use

Fiscal Policy Assessment

U.S. Merchandise Trade with ASEAN

Average ASEAN and U.S. Ad Valorem Tariff Rates
Non-Tariff Barriers in the ASEAN Countries and United
States, circa 1983

Principal Non-Tariff U.S. Import Restrictions, 1970-83
Sources of Change in U.S. Imports from ASEAN, 1972-84
Sources of Change in U.S. Imports from ASEAN by
Commodity Category, 1970-82

Sources of Change in ASEAN Imports from the United States,
1972-84

Sources of Change in ASEAN Imports from the United States
by Commeodity Category, 1970-82

Basic Economic Data — ASEAN and Middle-Income
Developing Countries

Production Structure of ASEAN Economies

Commodity Composition of ASEAN Trade, 1960s to 1980s
Revealed Comparative Advantages of ASEAN and the USA
ASEAN: Export Specialization Ratio by Country and by
Commodity Group According to Factor Intensity, 1970

and 1981

Export Specialization Ratios by Country and Commodity, 1970
and 1981

Shares of Trading Partners in ASEAN Exports, 1970 and 1980
Share of Manufactures in ASEAN Exports by Destination,
1970 and 1981

External Shocks and Adjustments, 1974-82

Trade Position of the United States, 1965-85
Relative Position of Manufacturing Sector
Trade Adjustment Assistance Programmes

~3

10
14
19

29
30
32
40
44
50
54
68
70

71
74

76
79

80
82

90
91
96



vili

4.4

4.6
4.7
4.8
4.9
5.1
5.2

2.3
5.4

6.1
6.2
6.3
6.4

6.5
6.6
6.7

6.8
6.9

List of Tables

Wages of Production Workers in the Three Biggest Recipient
Industries of TAA Support Relative to the Average
Manufacturing Wage

Differences between T'AA and Unemployment Insurance (UT)
Recipients in a 1976 Survey

Employment Trends in the U.S. Manufacturing Sector by
Industry Characteristics

Indicators of Effects of Foreign Industrial Policies on U.S.
Manufacturing

Indicators of Effects of Foreign Industrial Policies on U.S.
High-Tech Industries

The Nexus among Budget Deficit, Interest Rate, Exchange
Rate, and Trade Balance

Balance of Trade and Services for ASEAN Countries, 1970-84
Singapore: Services Exports and Domestic Merchandise Exports
Thai-U.S. Trade in Services, 1975-84

Thai-U.S. Trade in Services As a Percentage of Aggregate
Thai Services Trade

Major Types of U.S. Service Transactions

Balance of Trade in Merchandise and Services, 1970-83
Balance of Private Services, 1970-82

Number of MNCs, Their Sales, and Percentage of Total Sales
in 1977, by Industry of U.S. Parents

U.S. Direct Investment Position Abroad, and Its Sectoral
Distribution Ycar-end

Total Assets and Foreign Network of Top 21 U.S.
Transnational Banks

Trade in Services, 1979-83

Ratio of Services Traded to Merchandise Traded

U.S. Direct Investment Position in ASEAN Countries, and Its
Share in Total Investment Position, Ycar-end

U.S. Direct Position in Indonesia by Industry, Year-end

U.S. Direct Investment Position in Malaysia by Industry,
Year-end

U.S. Direct Investment Position in the Philippines by Industry,
Year-end

U.S. Direct Investment Position in Singapore by Industry,
Year-end

U.S. Direct Investment Position in Thailand by Industry,
Year-end

Value of U.S. Foreign Trade by Sector, October-September
1968-85

Structure of Production

Valuc of Thar Foreign Trade and Trade Balance

Trade Balance by Sector

Value of U.S. Export by Commodity

Value of Major Thai Agricultural Exports by Commodity

97

98
100
102
104
107
122
136
138
140
148
148
151

152

155
160
162

163
164

165
166
167
168
178
179
180
181

182
183



Lust of Tables

7.7
7.8
7.9
7.10
7.11
7.12
7.13
7.14

Leading Markets for U.S. Agricultural Exports

Leading Markets for Thai Agricultural Exports

Selected U.S.-Thai Agro-statistics

U.S. Rice Loan and Loan Repayment Rates

Thai and U.S. Rice Prices

World Market Price for Milled Rice Announced by USDA
CCQC Net Outlays by Selected Commodity, Fiscal Years
Imports of Raw Tuna to Thailand by Source

184
185
186
188
189
190
191
197






List of Figures

1.1
1.2
1.3

U.S. Merchandise Trade As a Percentage of GNP
Interest Rates, 1978-86

Exchange Value of the U.S. Dollar, 1970-86

13
15






Foreword

The ASEAN Economic Research Unit (AERU) of the Institute of Southeast
Asian Studies (ISEAS) was formed in 1979 to promote research and critical think-
ing and debate on the economics and related political i1ssues of ASEAN. Priority
areas identified for research and discussion include investment, industry, and trade;
finance and monetary aspects; food, energy, and commodities; transportation/
shipping; and political factors in ASEAN economic co-operation. Within these,
work relating to ASEAN economic relations with its main trading partners and
sources of investment has been most prominent, including the project on
“ASEAN-U.S. Economic Relations”.

This project has been designed as a three-year undertaking with each year
focusing on a distinct but related aspect of the economic links between ASEAN
and the United States. The theme for the first year was “The Current State of
ASEAN-U.S. Economic Relations”. For this, eight papers were commissioned
and presented at a workshop on 22-24 April 1985 in Singapore. They covered
patterns of trade between ASEAN and the United States; U.S. investment in
ASEAN; transfer of technology by U.S. transnational corporations and contractual
arrangements; ASEAN manufactured exports to the United States; U.S. exports
of goods and services to ASEAN; the impact of U.S. policy mix on the ASEAN
economies.

Summaries of these papers were published as a monograph, ASEAN-U.S.
Economic Relations: An Overview edited by Agustin Kintanar, Jr. and Tan Loong-
Hoe. The revised papers themselves were subsequently published in full in the
November 1986, March 1987, and November 1987 issues of the Institute’s journal,
ASEAN Economic Bulletin.

The research during the second year of the project focused on “Changes in
ASEAN-U.S Economic Environment: Constraints and Opportunities”. Eight
papers again were prepared. They examined the following topics: economic trends
in the United States and their implications for ASEAN; increasing protectionism
and its implications for ASEAN-U.S. trade and investment in services; U.S.-Thai
relations: selected case studies in agribusiness; and, the role of U.S. official
development assistance in ASEAN.

These papers were discussed at a workshop in San Francisco jointly organised
by the Institute and The Asia Foundation’s Center for Asian Pacific Affairs
(CAPA). The Asia Foundation established the Center in its San Francisco head-
quarters in 1985 with the goal of promoting communication and strengthening
relations between the United States and nations of Asia and the Pacific. This
volume is based on the papers discussed at this workshop.



X1V Foreword

The Institute and CAPA received assistance from several institutions during
the workshop and the preparation of this volume. Both the Institute and CAPA
would hke to acknowledge their appreciation of such help. They are grateful to
The Asia Foundation for the financial support for the project as a whole, as well
as to the researchers and editors for their contributions and co-operation in
expediting the publication process. Responsibility for the accuracy of statements
made rests exclusively with the editors and the individual authors.

Theodore L. Eliot, Jr. Kernial 8. Sandhu
Executive Dircctor Director
Center for Asian Pacific Affairs Institute of Southeast Asian Studies
The Asia Foundation Singapore

San Francisco



Changes in the ASEAN-U.S. Economic
Environment and Opportunities:
An Introductory Overview

Tan Loong-Hoe and
Narongchai Akrasanee

Addressing the 20th ASEAN Ministerial Meeting on 15 June 1987 in Singapore,
Singapore’s Premier Lee Kuan Yew outlined the major changes ASEAN coun-
tries were undergoing against a backdrop of four Pacific powers — the United
States, Japan, China, and the Soviet Union — and made two observations which
are particularly pertinent to the discussion here. First, on the optimism in ASEAN’s
economic future, he said “sooner or later; the world economy will enter a ncw
cycle of growth and prosperity. We would do well to restructure our economies
and prepare ourselves [or this next surge of high economic activities ....” Second,
with reference to the United States, Mr Lee added that it was in ASEAN’s intcrest
to have the U.S. quickly regain its compctitiveness and become once again a
creditor rather than a debtor nation. The challenge for the United States is to
muster the political will to resolve the root causes of its huge budget and trade
deficits (Straits Times, 16 June 1987).

The papers in this volume address the changes in the ASEAN-U.S. economic
environment and opportunities. To explore this theme in a more focused and
systematic way, the volume is divided into four parts. Part I considers the broad
trends of recent economic performance of the United States and the problem of
increasing protectionism. The implications and consequences of these trends on
ASEAN or ASEAN-U.S. economic relations arc also examined. Part II analyses
the structural adjustments both in the developed country, i.e., the United States,
and in the developing countries in ASEAN. It examines the comparative advantage
of ASEAN countries and how they should respond to likely changes of industrial
and trade policies in general, and those of the U.S. in particular. Part 111 provides
analyses of U.S.-ASEAN trade in services, both from the U.S. and ASEAN view-
points, and includes discussions of past experience in the light of future direc-
tions. Sumilarly, Part IV examines the role of private enterprise in the development
of U.S.-ASEAN economic relations, with illustrations of selected American and
Thai agribusiness firms operating in Thailand.

Economic Trends

In Chapter 1, Lawrence Krause’s study 1dentifies and analyses the main trends
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of structural changes which have had an impact on the performance of the U.S.
economy during the 1980s, namely: the shift in the composition of consumption,
the decline in the overall growth of productivity, and the evolution of the U.S.
comparative advantage. This unfolding of events over the 1980-85 period had
ramifications in the ASEAN countries. The most salient event was the rapid
expansion of demand in the U.S. when the rest of the world was stagnating. During
the 1980-85 period, U.S. imports from ASEAN increased by more than 20 per
cent in value terms. Indeed, the notable performance of several ASEAN coun-
tries in the export of manufactures was largely because of increased sales to the
United States.

Because of their outward orientation, ASEAN countries have a large stake in
seeing the United States solve its trade deficit difficulties. The solution of choice,
from an ASEAN viewpoint, would be the expansion of U.S. exports. Exchange
rate adjustment leading to a further devaluation of the dollar would be the second
best solution. Dollar devaluation would facilitate the recovery of the dollar-price
of commodities which ASEAN countries export; and would speed up the substi-
tution of American products for Japanese and European goods in ASEAN and
other markets. ASEAN countries should also attempt to replace European and
Japanecse products in the U.S. market. They should also redirect their marketing
efforts to other countrics to achieve increasing market diversification.

A third and clearly less desirable solution to the U.S. trade deficit would be
a U.S. recession — the expenditure reduction approach instead of the expenditure
switching method of adjustment. Reduced imports would have depressing effects
on ASEAN and other countries. Besides, a U.S. recession would intensify
protectionist pressures in the United States and might possibly lead to
comprehensive import restraints.

Finally, Krause makes the observation that it is most improbable the United
States will continue to be the defender of the international trade and monetary
regimes. The far-reaching, but uncertain consequences of these regime changes
can stimulate the most productive efforts in turning them into developmental
opportunities.

Burnham Campbell and Dean DeRosa’s contribution in Chapter Two is a com-
prehensive examination of the nature and extent of the trend of increasing pro-
tectionism and its implications for ASEAN-U.S. economic relations. Their analyses
of the evidence of changes in protection both in ASEAN and in the United States
and their effects on ASEAN-U.S. trade also contain thorough account of why
protectionism may be on the risc in the United States and ASEAN. Their findings
and conclusions are discussed very extensively with reference to the larger key
issues and problems including the U.S. government deficit, the debt problem,
U.S.-EEC agricultural subsidy conflict, demographic transition, and the rapid
technological changes — all of which bear importantly in diverse ways on the
problem of increasing protectionism and its impact on ASEAN-U.S. relations in
trade and beyond trade.

Based on the analyses of data (compiled from sources including UNCTAD,
USTR, and ADB) mainly for the 1970 to 1982 (or 1984) period, Campbell and
DeRosa arrived at two major conclusions: first, increased U.S. protection against
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ASEAN exports is modest when compared with increased U.S. protection against
South Korea, Taiwan, and Japan. Second, increased protectionism, either enforced
by the United States or the ASEAN countries, has not had an obviously measurable
eflect on U.S.-ASEAN trade.

With regard to the optimal or desirable current policics in response to increased
protection, Campbell and DeRosa suggest that ASEAN can choose any ar all of
the {ollowing options in response to increased U.S. protection:

Option 1.  borrow more;
Optipn 2. encourage direct foreign mvestment;
Option 3. cut imports by (a) reducing income, (b) raising trade barriers;
Option 4. expand exports by (a) depreciation, (b) subsidies, (¢) block
trading;
Option 5. increase regional trade by forming a customs union (diverting
trade from U.S.);
Option 6. bargain for a roll-back by
(a) offering option (2), (b) offering not to do option (3b),
(c) opening up the service sector,
(d) recognizing patent and copyright rights.

To attain a politically acceptable open economy, a “wise” ASEAN government
would choose option (4a) and option (6); option (5) would be second best.

Structural Adjustments

Chapters 3 and 4 present two different views on the issues of structural adjust-
ments in ASEAN and the United States, and to a much lesser extent the interac-
tions between them. While Jesus P. Estanislao exarnines the structural adjustment
in ASEAN, Wing Thye Woo poses the theme-question: What kind of structural
adjustment policies are needed to remedy the U.S. tradc difficulties?

“Structural Adjustment”, according to Estanislao, relers to the shifting of factors
of production to alternative uses in response to changes in technology, consumer
preferences, and international competitiveness. It is not only a principle for trade
policy but also an incvitable and necessary part of the process of economic growth.
However, as a result of external shocks or inappropriate domestic policies, struc-
tural adjustment may be made urgent.

Over the past decade, the cxternal shock waves jolting the ASEAN economies
have been: world inflation, two sharp oil price increases, and subsequent reces-
sions in the industrialized countries (particularly in the United States). These extra-
regional shocks generated two notable effects on the economies of ASEAN:

1. Serious deterioration of their terms of trade: higher oil prices substantially
raised the import bills of oil-importing countries (the Philippines and
Thailand). Simultaneously, - prices of primary commodity exports of
developing countries fell more markedly than the prices of capital and
manufactured goods of the industrialized countries.

2. The volume of ASEAN exports declined as a consequence of recession-
induced falling incomes and the reduction of aggregate demand in the
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industrialized countries because of both recession and heightened protec-
tionism especially in the United States.

The ASEAN countries have used four types of structural adjustment (as defined
above) policy-responses to the difficult, if not challenging, external economic
environment, i.e., the external shocks:

(a) export markct penetration, which involves efforts to increase and diversify
a country’s exports to pay for a higher import bill;

(b) import substitution, involving the replacement of a significant amount of
imports with domestic products;

(¢) reduction of demand and imports by lowering overall economic growth rate
through monetary and fiscal policics;

(d) expansion of net external borrowing.

Theoretically, these options of structural adjustment can possibly be pursued in-
dependently; in practice most governments implermnent programmes which com-
bine these four approaches. However, the extent of structural adjustment achieved
through (a), (b), and (c) determines the last form of adjustment (d).

Another observation underlined by Estanislao is that for the ASEAN coun-
tries, rising protectionism (especially originating from the United States) impedes
efforts to undertake effective structural adjustments. However, he sounds a warning
note that “the greatest danger to ASEAN’s structural adjustment efforts is not
protectionism from outside but protectionism from within ASEAN”. He calls for
trade liberalization within the region, which can stimulate competition and
development of new structures of comparatuve advantage bringing benefit to the
region in the long term. He stresses that ASEAN economic co-operation arid
integration will lead to intra-ASEAN trade expansion and possibly the emergence
of a more efficient international division of labour.

The future growth and prosperity of ASEAN will continue to be largely
dependent on the role and performance of the OECD countries (especially the
United States) not only as suppliers of capital and technology for ASEAN indus-
tries but more importantly as major markets of ASEAN exports. This hinges upon
the nature of structural changes and adjustments in the OECD in general and
the United States in particular. And on this matter we turn to Wing Thye Woo's
contribution.

Woo's contribution examines: the displacement of labour by free trade and the
performance of U.S. Trade Adjustment Assistance programmes; the effects of
foreign industrial targeting on the growth and competitiveness of U.S. high-tech
industries; the role of exchange rate in trade deficits; and the policy alternatives
to industrial policies.

The major observations or conclusions drawn from Woo's studies are the
following:

1. Evidence suggest that labour 1s 7ot increasingly concentrated in industries
with low productivity growth potential. Foreign trade generated growing
employment opportunities in the high-tech industries in the 1970s. The fear
that trade has contributed to create a sectoral distribution of labour threaten-
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ing improvement in living standards is unfounded. Hence, undoubtedly,
the United States 1s capable of maintaining comparative advantage in
activities that can pay high wages.

. Foreign industrial policics, alrcady pursued by U.S. competitors since the

1950s, are not responsible for the present U.S. trade problems. Woo's
findings indicate that secular forces did not cause the U.S. trade deficits
of the 1980s. As of 1980, therc is no significant evidence that labour has
been increasingly shifted 1o low-wage industries, or that the composition
of U.S. efforts has become more low-tech compared to the other major
developing countries. Indeed, there is no systematic decline in U.S.
competitiveness.

3. The most prominent of the many factors influencing the U.S. trade account

As to

balance include changes in domestic and foreign trade barriers; the differ-
cnce between U.S. income growth rate and that of foreign countries, and
real exchange rate. Woo's analysis demonstrates that U.S. trade problems
of the 1980s are caused primarily by appreciation of the dollar and not foreign
industrial targeting policies.

the appropriate structural adjustment policies ro alleviate U.S. trade difficul-

ties, Woo offers three recommendations

(1)

Eliminate the structural budget deficits through a macro-economic policy
mix. Cut back public borrowing, which would lead to an easing of
monetary policy to replace the fiscal stimulus causing the exchange rate
to depreciate.

(1) Concentrate on lowering the foreign trade barriers to the exports of

America’s most productive sector — agriculture. The Pacific Rim
(including ASEAN) countries are experiencing a substantial increase in
the demand for food in consequence of rapidly growing population and
the surge in incomes. The overvalued exchange rate should be dealt with
to enhance the promotional effectiveness of U.S. agricultural products in
the ASEAN and the Pacific Rim markets.

(111) Seek bilateral reduction of trade barriers rather than multilateral trade

negotiations within GATT. The quid-pro-quo approach could be
encouraged as ASEAN and the Pacific Rim developing countries are most
concerned with greater access to the U.S. market, and the two main trade
priorities of the U.S. are the reduction/elimination of trade barriers to
agricultural and service exports. From the ASEAN viewpoint, this idea
of quid-pro-quo in ASEAN-U.S. trade relations is also suggested by Lee
(Tsao) Yuan’s study on trade in services (as discussed below).

Trade and Investment in Services

The two contributions in Chapters 5 and 6 complement one another, by provid-

ing different perspectives, one from the ASEAN side and the other from the

American side, to this “surge of interest in services and services trade” in the 1980s.
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In the context of ASEAN-U.S. relations, Lee (Tsao) Yuan’s contribution assesses
the U.S. position in the international transactions in services, and the ASEAN
position as enunciated in the GATT meeting at Punta del Este in September 1986.
However, Chung H. Lee & Seiji Naya's paper is more concerned with issues
relating to the internationalization of U.S. service industries and ASEAN’s place
in that process; the service transactions (trade and investment) between the U.S.
and the ASEAN countries; and highlighting the barriers to these transactions
encountered in ASEAN by U.S. service industries.

In reporting the findings and conclusions of their studies, Lee (Tsao) Yuan
and Chung H. Lee & Seiji Naya underscore the point of serious data constraints
in the study of trade and investment in services in general and ASEAN-U.S.
bilateral relations in particular.

The empirical analyses from both contributions provide the following findings:

1. that U.S. direct investment in services in ASEAN in 1979 was US$4 hillion,
but by 1983 it had grown two times to US$8 billion. Even then it amounted
to only 4 per cent of total U.S. investment in 1983.

2. ASEAN countries are not a major markec for U.S. services exports and
direct investment in services. Except for Singapore, the other ASEAN coun-
trics are net importers of services and probably have a balance of services
deficit vis-a-v1s the United States. Singaporc enjoyed a significant increasc
in service export during the 1979-83 period.

3. For Indonesia, Malaysia and Thailand, tourism may be the most impor-
tant services export. But there may still be a net deficit with respect to the
United States.

4. Investment income flows to the United States are probably large relative
to the rest of the other items in the balance of services.

5. Regarding the important issue of barriers to trade and investment in services,
Chung & Naya’s study in particular noted that most barriers arc investment-
related and constituted serious obstacles or difficulties in establishing and
operating U.S. afhiiates in ASEAN especially in the banking, insurance,
and advertising industries. But some of these barriers are trade-related as
in the case of quotas on film imports affecting the motion-picture industry.

The conclusions then are that services exports are more important to the United
States than to the ASEAN countries (Indonesia, Malaysia, the Philippines, and
Thailand except Singapore); and that the pattern of the service trade of the ASEAN
4 appears to be roughly similar to that of developing countries in gencral, i.e.,
services trade deficit with respect to the United States with a sizeable proportion
of investment income payments also flowing into the United States.
Concerning the issue of liberalization of services trade and investments, from
the ASEAN viewpoint, Lee (Tsao) Yuan makes the following observations:

1. The American initiative in pushing for trade liberalization in (he services
sector is important and potentially beneficial {or all countries concerned.
The ASEAN 4 (Indonesta, Malaysia, the Philippines, and Thailand) in
particular would probably gain from freer trade in services. However, the
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quantum of gains from the United States is a matter of uncertainty.

2. A politically feasible option to stimulate the growth of U.S. trade and
investment in the services sector in ASEAN would be for ASEAN coun-
tries to negotiate for a quid pro quo in exchange for the lowering of barriers
to trade and investment in services in ASEAN countries.

From an American perspective, Chung & Naya offer the following observations:

1. The United States would like barriers in services trade and investment in
ASEAN countries to be substantially reduced or even eliminated. The U.S.
stand appears to have been very much influenced by certain self-interest
of services industries including banking, insurance, and “telematics”.

2. Liberalization of ASEAN services industries is likely to have greater impact
on ASEAN economies than on the U.S. economy as ASEAN constitutes
a relatively small market for U.S. service industries.

3. The benefit to the U.S. will be the probable improvement in allocative
efficiency as it permits the expansion of those industries in which the
Americans do have comparative advantage.

4. For ASEAN, liberalization will do more than enhance allocative efficiency.
The reason is that internationally transacted services, especially those
provided by foreign afliliates, tend to be producer services, and liberalization
will reduce the prices of producer services industries. Hence, hiberalization
will reduce absolutcly and relatively the prices of service-intensive

commodities.
In recent years, certain U.S. service industries (¢.g., professional and tech-

[&1]

nical services) experienced rapid technological changes. As they embody
state-of-the-art technology, their acquistion whether transferred through
MNC affliliates or 1mported, constitutes a type of technology transfer.
Indeed, as the continuing technological changes may have profound
economic effects, such technology transfer may be more important than any
other effect of liberalization of the service industries.

Role of Private Sector

'T'he role of the private sector in ASEAN-U.S. economic relations in general (and
U.S.-Thai economic relations in particular) is examined in Chapter 7 by Mingsarn
Santikarn Kaosa-ard and Narongchal Akrasanee.

Using the casc-study approach of analysis at the firm level, they argue that
the U.S.-Thai relationship in the agribusiness “is not merely competitive but is
multi-dimensional and this property should be exploited properly”, for instance,
in the rice industry. Prospectively, it may be fruitful to combine superior U.S.
rice-based processing technologies and market development expertise with
Thailand’s comparative advantage of rice-growing in lower costs of labour and
other inputs. However, 1f U.S. market access is restricted because of narrow
protectionist reasons, the ability to purchase technology and repay external debts
will be markedly curtailed. Also, the United States will be unable to find effective
allies in countering the European Community’s common agricultural policy.
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Hence, based on their case analyses of six agribusinesses in industries includ-
ing rice, agro-chemical products, tobacco, tapioca products and corn, canned
pineapples, and canned tuna, Mingsarn S. Kaosa-ard & Narongchai suggest that
both the United States and Thailand (and ASEAN as a whole) would definitely
benefit from freer and fairer agricultural trade as well as from the mutually
beneficial combining of comparative advantage of the different techniques of
production in the agribusiness.

Indeed, as they put it:

The story of U.S.-Thai economic relations need not be one of 4 zero-sum game as

shown by the tendencies adopted by the U.S. Congress which has turned itself into

the world’s largest non-tariff barrier to trade.

In conclusion, they raise three points of observation or suggestion with ref-
erence to the growing protectionist or “neo-mercantilist” sentiment in the United
States. First, ASEAN governments must unceasingly indicate in every possible
way to the U.S. Congress and the Administration that such a mercantilist approach
is economically short-sighted and will unleash increasingly disruptive effects on
the sacial and political good relations nurtured over many years. Second, both
losers in Thailand and in the United States should co-opcrate and wark together
to protect their own shared interests. The American population and taxpayers
at large should be better informed that they should not mortage their children’s
future for the bencfit of inefhicient American producers. Third, increasing efforts
should be given to identify areas of complementarity between the Thai/ASEAN
and U.S. agricultural sector, at the same time minimizing the areas of
competitiveness or conflict in trade.





