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Labor-intensive products, 4,232-33,237,239 
Likelihood ratio test: comments on use of, 85; 

243 

for relation of money, output, exchange 
rate, and price, 19 1 

Macroeconomic policy, Taiwan (1980-85). 
227 

Macroeconomic variable confluence, East 
Asian, 363-68 

Manufacturing sector, Taiwan: changes in, 
229, 231, 243-44; classification of, 241 

Maximum likelihood cointegration analysis, 

Monetary policy, Korea: to control inflation, 
189-98,200 

140; proposed changes in, 157-58; in re- 
sponse to current account surplus, 64-72; 
to sterilize current account, 132. See also 
Balance of payments; Capital account; 
Capital controls; Capital flows; Interest 
rates 

Money supply: comparison between EC and 
East Asian countries, 364-66; control of 
Korea’s, 140; effect of fiscal expansion 
on Korea’s, 68; under fixed and flexible 
exchange rate regimes, 212-13; growth 
of Korea’s, 66-67 

Multinational firms, Taiwanese, 234 
Mundell-Fleming model, 60, 62, 79, 8 1, 2 12 

New Taiwan (NT) dollar: appreciation of, 89, 
96,98, 113,228-31; effect on price- 
competition index, 108; estimated 
weights in currency basket, 301-3; real 
value of, 99-107 

Nominal effective exchange rate (NEER), NT 

Nontariff barriers (NTBs): East Asian country, 
376; as measure of openness, 17, 19f 

dollar, 90-9 1.99-1 00 

Oil price shocks, 55-56, 123 
Open market operation, proposed Korean, 140 
Openness, economic: as aid to economic 

growth, 29; measurement of capital ac- 
count, 145-54; relation to economic 
growth, 16-22,23; of Taiwan, 229 

PCI. See Price-competition index (PCI) 
Peso (Philippines), 306 

Population growth, 8 
Portfolio investment: in Japan, 34; of Japan in 

United States, 31; Korea, 126, 135, 136, 
142; Korea’s regulatory changes in for- 
eign, 159 

107-8; between Taiwan and major trad- 
ing partners, 108-17 

378; Japan: land and stock, 41; Korea: 
land and stock, 73-77; maintenance in 
Korea of stability, 66; stability in East 
Asian countries, 362-63 

Price-competition index (PCI): defined, 

Price levels: alignment in currency union, 

Private sector, Korea, 123, 157 
Protectionism: as aid to economic growth, 29; 

conditions for and effect of U.S., 89,94, 
98, 113; in East Asian countries, 374-76 

Quotas: inventory adjustment with, 273-74; to 
reduce trade deficit, 285-86,287-89; to 
restrict home country exports, 28 1-86 

Real effective exchange rates (REERs): ap- 
preciation of Japanese, 69; appreciation 
of Korean and Taiwanese, 69; effect on 
trade of Taiwan’s, 99-107 

trade area (FTA); Trade blocs; Yen bloc 
Regional integration. See Currency areas; Free 

Ringgit (Malaysia), 303-4 
Rupiah (Indonesia), 304-5 

Savings: decline in national, 171-74; in- 
creased demand for, 175, 182-83; Korea, 
58, 60f, 64; nations with high rates of do- 
mestic, 174, 182-83; private and govern- 
ment, 58,60f, 61-64; in Taiwan, 58,62f, 
63-64 

Singapore dollar, 300-301 
Stock market, Korea, 126 

Tariffs: East Asian nations, 374-76; economic 
growth with import, 118, 20; inventory 
adjustment with, 273-74; to reduce trade 
deficit, 285-86; to restrict home country 
exports, 281-85 

Trade blocs: Canadian-U.S. Free Trade Area/ 
Western Hemisphere, 295, 316, 318; de- 
fined 31 1-12; European Community 
(EC), 295,316, 318; hypothetical Japa- 
nese formation of, 312 

Trade dependence indices, 372,374 
Trade flows: capital flows as percent of Ko- 

rea’s, 140-42; Japan, 35-37; between Tai- 
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wan and Europe, 96-1 11 ; of Taiwan 
based on REER, 99-107 

Trade flows, bilateral: with bilateral exchange 
rate variation, 318-23, 325; gravity 
model to measure, 313-18; Japan, 36-37; 
Taiwan and foreign countries, 107-12; be- 
tween Taiwan and Japan, l l  1-12, 122; 
between Taiwan and United States, 93- 
96, 111 

Trade flows, intraregional: East Asian, 312- 
19,315-17.347-48; EC and Western 
Hemisphere, 316; trade bias index, 
347-48; world, 315-16 

Trade intensity indices: of Asian and EC 
nations (1990), 369-71; Asian nations 
(1980 and 1987). 372-73; See also Trade 
dependence indices 

Trade policy: Korea, 70-71; liberalization of 
Korean, 132-33. See also Exchange rate 
regime; Protectionism; Quotas; Tariffs 

Trade structure: comparison of Taiwan, Japan, 
and U.S., 236-40; Taiwan, 231-36.243. 
See also Exports; Export structure 

United States: pressure on East Asian NICs, 
323; pressure on Japan, 165; pressure 
on Korea, 65, 82, 139, 157; pressure on 
Taiwan, 227,243; pressure to reduce 

current-account surpluses, 174; role in 
proposed Asian free trade area, 359-60 

Won (Korea): appreciation of, 133, 136; esti- 
mated weights in currency basket, 298- 
300; U.S. negotiations related to, 323-25 

Yen: appreciation, 45-48,53, 86; Asian coun- 
try linkage with, 308; depreciation, 51, 
52; increased international use of, 
342-45; as nominal anchor, 345-53; as 
potential anchor for Asian countries, 
353-54, 356-57; as potential interna- 
tional currency, 323,356; as a reserve cur- 
rency, 339-40; role in Asian exchange 
rate policy, 297; trade denominated in, 
308, 310t; transactions on foreign ex- 
change markets, 340-42; use in inter- 
national finance, 338-42; use in invoice 
lending and trade, 308,335-37 

296 
Yen bloc: connotations of, 296; hypothesis for, 

YedDollar Agreement (1984), 323 
Yeddollar exchange rate: influence on Japan’s 

current account, 42-45; response of ex- 
ports and imports to, 46-48 

Yuan (China), 308-9 






