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MALAYSIA

|danna Kaplan and Avery Tillet Ke

I. Introduction

In this paper on Malaysia, we will focus on relating the events of the crisis, analyzing the factors
that contributed to the crisis, and examining the differences of Malaysia's experience with other Asian
countries. The structure of this paper will be as follows. First, we will present an overview of the
Malaysian economy. Second, we will present a chronology of events and, in particular, we will examine
the behavior of exchange rates and stock prices. Third, we will look more closely at Malaysia's banking
system. Finaly, to conclude we will examine the relationship between Malaysia and the International

Monetary Fund.

II. Overview of Malaysia

Following riots between the Bumiputra (native Malays) and ethnic Chinese in 1969, the Malaysian
government instituted the New Economic Policy (NEP). The goal of the NEP was to decrease racial
tensions between the two groups by raising the wealth of the Bumiputra community. The Bumiputra
currently comprise approximately 55% of Malaysia s 20 million inhabitants, compared to the 30% who are
Chinese. The NEP promoted Bumiputra economic development through preferential access to education
and training, hiring for public service, and contracts for the production of public-works projects. The
United Malay National Organization (UMNO) is the major political party for the Bumiputra and has
controlled the government for the past three decades. The Prime Minister, Dr. Mahathir Mohamad, has

been in power since 1981. The results of the NEP have been twofold. First, the NEP succeeded in raising
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the living standards of the Bumiputra. Moreover, rapid economic growth has prevented the improvement
of Bumiputra living standards from being at the expense of other ethnic groups. Secondly, the NEP (and its
successor plan the NDP) have created a native Malay corporate elite which has strong ties to the

government. The NDP has required that Bumiputra hold at least 30% of all localy incorporated

companies.’

Table 1
Economic 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | Ave.
Indicators
GDP (M$ bn) 1146 | 129.6 | 147.8 | 165.2 | 190.3 | 218.7 | 249.8 | 269.7
(market prices)
GDP (US$ bn) 424 | 471 | 580 | 642 | 725 | 873 | 993 | 959

(market prices)
Real GDP growth (%) 9.8 8.7 7.8 8.3 9.2 9.5 8.6 7.8 8.7

CPI 31 4.4 4.7 3.6 3.7 34 3.6 2.7 3.6
(ave. %)

Merchandise exports | 289 | 33.9 | 39.7 | 46.2 | 56.9 72.1 77.2 78.1

fob (US$ bn)

Merchandise imports | 27.0 | 340 | 369 | 432 | 553 72.2 73.3 74.4

fob (US$ bn)

Current Account -2.1 -8.9 -3.1 -4.7 -6.2 -8.4 -5.2 -53 | -55
(% of GDP)

Reserves excl gold 9.8 10.9 17.2 27.2 254 | 237 27.0 | 21.0
(US$ bn)

Total external debt 378 | 378 | 345 | 407 | 40.7 | 394 | 40.0 | 46.3 | 39.7
(% of GDP)

Source, EIU various issues.

Malaysia's economy has performed strongly over the past decades. From Table 1, Maaysia's
strong economic performance is evident. Real GDP growth averaged 8.7% from 1990 to 1997. Malaysia
has achieved this rapid growth, with some of the lowest inflation rates in the region. Inflation, as measured
by the consumer price index, rose 3.6% between 1990 and 1997. This rapid growth has transformed
Malaysiato a
semi-industrialized country with manufacturing comprising 34% of GDP in 1996. Moreover, Malaysia has
achieved this growth with afairly low external debt burden. Total external debt to GDP has averaged only

40%. The Maaysian government, despite initiating a system of preferential hiring and awarding of

! See p. 5 of this manuscript. (editor)
% In February 1998, the government relaxed the 30% limit to allow indebted Bumiputra to sell shares to



Report — Malaysia 96

contracts to build large-scale public works, has kept its budget balanced.

In the run-up to the recent crisis, however, there have been a few factors that have brought into
question Malaysia's ability to sustain such rapid economic growth. By 1996, Malaysia had begun to suffer
from a shortage of skilled labor. Malaysia's exports are dominated by the production of electronic goods.
These products utilize Malaysia's relatively high-skilled, low-cost labor force. At end-1996, the
unemployment rate was approximately 2.5%. As a result of rising wages and a lack of skilled workers,
firms have begun moving to Indonesia and China. Additionally, Malaysia's exports have a heavy import
content. Malaysia has relied on exports and a trade surplus to offset its reliance on foreign investment.
This growing reliance on imported components to manufacture its exports, has reduced Malaysia's trade
surplus and has caused the country’s current account deficit to rise. The current account deficit reached a

high of 8.4% of GDP at end-1995 and averaged over 5% in 1990-97 period.

I11. Malaysia s Financial System

The Malaysian financial system was susceptible to the current crisis because of substantial risk
taking by some banks. The ability of the banking sector as a whole to weather the crisis without having to
turn to an IMF bailout is in part due to the high level of provisions and capital adequacy ratios. At end-
1996 the average capital asset ratio was 11.5%.

Malaysia currently has 22 domestic banks and 13 foreign banks (all of which are domestically
incorporated). Malaysia has had the same number of banks for the past two decades; growth in the banking
system has come from the opening of branches of domestic banks. Malaysia suffered from a banking crisis
between 1985-88, which affected 3.4% to 7.8% of the financial system’s assets. Malaysia does not have
explicit deposit insurance, but Bank Negara Malaysia, the central bank, has bailed out troubled banks in the
past. Following the crisis of the mid-1980s, Bank Negara increased regulatory oversight. In 1991, the
government liberalized all interest rates freeing them from the control of the central bank.

Bank Negara Malaysia has maintained a relatively good regulatory and supervisory system for the

banking system. The banking system has historically been liquid. Bank Negara requires capital asset ratios

other ethnic groups.
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to be over 8%, specific provisions on loans past due more than 6 months, and general provisions of 1% of
total outstanding loans. Beginning in 1995, the government began to push the development of Kuala
Lumpur as afinancial center. In June of that year, the government liberalized the capital market and eased
controls on securing loans with shares. Consequently, Malaysian banks experienced a growing exposure to
the property sector and stock market. End-1996 data shows that lending to the property sector increased by
29.9% and lending to buy stocks and mutual funds rose 30.5% over the past year.

By 1997, as the crisis began to unfold in Thailand, Malaysian firms had become dependent on
cheap credit. In 1997, the average gearing (debt-to-equity) ratio of Malaysian companies reached 200%.
In the run-up to the crisis, Malaysian banks were more aggressive in their lending policies. Total loans held
by the public and private sectors reached 170% of GDP in 1997, one-third of these loans were to the broad
property sector. The exposure of banks to the property sector and stock market made them vulnerable to
sudden price declines.

Bank Negara Malaysia enacted areform package in April 1997 to limit the risk- taking behavior of
banks. The central bank lowered the percent of credit facilities distributed to the property sector to 20% of
outstanding loans from 40%. Moreover, the central bank required that stocks could secure no more than
15% of total outstanding loans of commercial banks and finance companies. Bank Negara Maaysia also
ordered banks to reclassify loans as nonperforming when the loans were not serviced for 3 months instead
of 6 months. The central bank also increased the amount of general provisions banks must provide to 1.5%
of total outstanding loans from 1%.

These steps taken by Bank Negara Malaysia before the devaluations of the Asian currencies were
important in building up confidence and liquidity in the banking system. However, actions taken by the
government designed to prop up the stock market and property sector undermined the central bank’s
policies. On August 21% 1997, Standard and Poor’s downgraded Maybank, Malaysia's largest bank, from
“stable” to “negative”. On August 30", the government asked banks to desist from calling in their margin
loans to stock market investors, even if collateral limits were exceeded. On September 4™, the government
announced it would set up a M$60 billion fund to buy stocks at a premium from domestic investors. The

government also announced it would set up a bailout fund to be financed by the sale of bonds. The funds
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would be used to offset collateral shortfalls at banks. On September 25", depositors initiated a run on
Malaysia' s largest finance company, MBF Finance. It was not until December 5" that the government
reversed itself and ordered banks to make margin calls and not to bankroll borrowers that were unable to
honor their debts. In February 1998, the finance ministry announced plans to merge the 39 finance
companies into 6 finance companies.

Unlike Thailand, which ordered banks to classify and call in problem loans, raise capital, and
greatly increase provisions, Malaysia's reluctance to take similar actions has resulted in less of an apparent
collapse in the banking sector. By end-1997, Thailand’ s nonperforming loans averaged between 20%-30%.
Malaysia' s nonperforming loans were only 6.8% of total loans at end 1997. By February 1998,
nonperforming loans had risen to 8.7% of total loans. Some of this difference in the amounts of
nonperforming loans can be attributed to the Malaysian banking sector’s higher liquidity going into the
crisis. However, the rest of the difference is likely to reflect Malaysia's reluctance to revea its banking
sector problems. Moreover, by end-1997, property pricesin Malaysia had not yet fallen nearly as much as
in Thailand. If property pricesfall in Malaysia and banks disclose the extent of their problem loans, we are

likely to see deterioration in the balance sheets of Malaysian banks.

IV. Conclusion

Malaysia, unlike Thailand, Indonesia, and South Korea, has not turned to the IMF for assistance.
There are two reasons for Malaysia's actions. First, Dr. Mahathir Mohamad has the strongest political
position compared to his contemporaries in the other three countries. Moreover, Dr. Mahathir’s political
strength stems from his creation of a corporate class of native Malays. Any IMF program would involve
dismantling the system of preferences that has been in place for almost 3 decades. Second, the Malaysian
banking system has been more liquid and has had higher capital-asset ratios than the banking systems in
Thailand, Indonesia, and South Korea. Also, while Maaysia does have directed lending programs, these
have not been on the scale of South Korea.

Malaysia was susceptible to the crisis because of its rising wages, its reliance on imported

components for exports, its dependence on foreign capital, and its deterioration in bank balance sheets.
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Malaysia' s shortage of skilled labor has forced investors to question the country’s ability to compete with
China and Indonesia and, thus, its long-term growth prospects. Malaysia’'s dependence on imported
components has reduced the country’s trade surplus. The abundance of foreign direct investment has
provided Malaysia with cheap credit for its banking system and fueled the boom in property and stock
prices. Moreover, Maaysia had begun to rely on thisinvestment to prevent the current account deficit from
growing. The lending behavior of banks began to deteriorate as early as 1996. However, the industry’s
relatively high capital-asset ratios and provisions combined with the government’s reluctance to force

bankruptcies has prevented a short-run collapse.
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Economic Slowdown in Japan in the 1990 s:

A Summary

Lorne Johnson

July 1998

While the rest of East Asia enjoyed rapid growth through the early and mid 1990's, the largest
economy in the region, Japan, grew at an anemic rate. Japan is far more advanced in its development
than any other country in Asia. By this criteria alone, a Solow type convergence growth model would
suggest alower rate of growth. The more puzzling aspect of Japan’s growth slowdown in the 1990'sis
that growth has al but disappeared completely. With a modest recovery in growth in 1996 having
been nipped in the bud by the financial crisis in the rest of Asiain 1997, Japan is now facing its 7"
year of near zero growth. The length of the slowdown suggests that problems may be present in the
Japanese economy of a structural rather than simply a cyclical nature. The purpose of this brief effort
will be to summarize the economy of Japan in the 1990’ s up to 1997 and to try to identify some secular

and transitory influences which may have caused the economy to slow so dramatically.
The Japanese Economy 1990 1997

Entering the 1990’ s the Japanese economy was often held up as a model for other advanced industrial
economies. Its high rate of savings and respectable rates of growth seemed to provide a model for ever
higher living standards. In 1990, while the United States entered recession, real GDP growth in Japan
was 4.8%, followed in 1991 by growth of 4.3%. Beginning in 1992 and coinciding with a rapid
deflation in asset prices GDP growth in Japan slowed substantially to 1%, followed by 0.3% growth in
1993, .6% growth in 1994 and 1.4% growth in 1995. Only in 1996, following a substantial
depreciation in the yen which improved profits in the export sector, did growth rebound to a more
robust 3.6%.

Tablel.
GDP and M1 growth rates in Japan 1989-1996
1989 1990 1991 1992 1993 1994 1995 1996

GDP Growth % 4.70% 4.80% 4.30% 1.00% 0.30% 0.60% 1.40% 3.60%
M1 Growth Rate 2.40% 4.50% 9.50% 3.90% 7.00% 4.20% 13.10% 9.70%
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The starkness of the slowdown in Japan from the more or less stable growth following the 1973

recession can be seen in figure 1. Below

Figure 1.
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Following the burst of the bubble economy in 1992 (discussed in more detail below), Japanese fiscal
and monetary policy was marked by a series of efforts to stimulate the slow growing economy. From
1992-95, Japanese budgets included supplementary spending plans to provide for fiscal stimulus. In
1994 income taxes were temporarily cut in an effort to boost domestic demand. Monetary policy
measures included a reduction in the official discount rate to a record low .5% by 1995 and increases
in M1 growth of 7% in 1993, 4.2% in 1994 and 13.1% in 1995.

Potential Causes of the Slowdown

The Bubble Economy

What caused the rapid slowdown in the seemingly unstoppable Japanese economy has been in large
part attributed to the collapse of the “bubble” economy which emerged in Japan in the late 1980’s,

sending land and equity prices soaring prior to ageneral collapse in asset prices the early 1990’s.

Theincrease in asset pricesin Japan in the middle to late 1980’ s were impressive indeed. In December
1984 the Nikkel 225 index of Japanese stocks stood at 11,542. Five years later, in December 1989 the

index stood at 38,915. An increase of 337% in 5 years. This compares with the 261% increase in the
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DOW over the last 5 years (As of May 21, 1998). Land prices also rose at adramatic rate. The index
of commercial land prices for large cities rose from 38.4 in 1986 to 103.0 in 1991.

Figure 2.

Nikkei 225 Stock Index Monthly Close
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Ito and Iwaisako (1995) attempt to separate out the fundamental and speculative factors contributing to
the asset price inflation in Japan during the 1980’s, concluding that the expansion had become a bubble
by the late 1980’s. Ito and Iwaisako find that until 1987, the movement of asset prices is more than
likely consistent with changes in fundamentals. Sometime after 1987, however, and most certainly
following monetary tightening in 1989, it is argued that the fundamentals previously justifying rapid
appreciation in asset prices had been broken, and that the continued growth in prices was in the form of

astochastic bubble.

In part to slow down a growing wealth gap being created by the growth in asset prices, the Japanese
Central Bank tightened monetary policy in 1989 and 1990. The following drop in asset prices was
dramatic. The Nikkei stock index fell to 15,951 by June 1992 and the index of land prices fell to 71.4
by March of 1993. Commensurate with the fall in asset prices was a general slowdown in economic

growth, evidenced by an eventual fall to anear 0% rate of growth in 1993.

Ever since the burst of the bubble economy, the banking system in Japan has shown increasing signs of
weakness. This is evidenced by recent estimates that the banking system may hold as much as $600
billion in bad loans, much of it stemming from lending during the bubble economy. The drag that this

weak banking system puts on the economy is very much a contributing factor to the continued absence

of growth in Japan.
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The Dual Economy

During the 1950’ s and 1960’s, when Japan was growing at rates comparable to Malaysia and Thailand
in the early 1990’s, one of the most prominent features of Japanese industrial policy was the promotion
of infant industries. Targeted industries with anticipated economies of scale were initially protected
from foreign competition so that they could develop in the domestic economy. The most efficient of
these companies than became exporters, competing in foreign markets and becoming even more
efficient.  The formula was extremely successful, resulting in a quadrupling in GDP from 1955 to
1973. Eventualy however, the number of potential industries which could be promoted successfully
through import protection was exhausted, and a dichotomy developed in the economy between the

trading and non-trading sectors.

The case that the emergence of a dual economy is in large part responsible for the recent Japanese
slowdown is made persuasively by Katz (1996). Comparing productivity in the non-traded and traded
sectors of the economy relative to United States productivity, Katz finds that the variance in sectoral
productivity has increased consistently since 1965 with the most productive industries in the trading
sector and the least productive in the non-trading sector. This dual economy has resulted in high input
costs for the productive trading sector stemming from artificially high costs in the import protected
non-trading sector. The response of the more efficient sectors has been to move manufacturing
overseas at an increasing rate in the 1990's, robbing the economy of the most obvious engines of job

growth precipitating a “hollowing out” of the Japanese economy.

The Main Bank System

Before the emergence of efficient equity and bond markets in Japan, a disproportionate level of bank
financing of business investment existed in Japan relative to other industrialized economies. Banks
which became the primary lender to an individual firm over many years became the “main” bank to
that firm, taking a special interest in the fortunes of that firm. Over time thistight relationship allowed
for efficiencies in financial markets, as long term planning was conducted by both banks and firms

jointly. In many instances banks lending to businesses in Japan a so held stock in those companies.

While these tight relationships between banks and firms created efficiencies during Japan’s boom
years, in recent years it has probably contributed to the overall stagnation in the Japanese economy.
Following the crash in asset prices with the burst of the bubble economy, banks faced a hit to their
balance sheets not only in the form of bad real estate loans, but in the form of declining stock values
which substantiated a large portion of the banking systems capital. This necessitated the issuance of
additional debt by individual banks to shore up their balance sheets.
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Conclusion

From the above discussion it should be clear that no single force is responsible for Japanese growth
slowdown of the 1990's. More reasonable is the conclusion that a combination of secular and
transitory influences have persisted in keeping the Japanese economy down. Now this combination of
factors may be growing more complex with the emergence of the Asian Financial Crises in 1997,

directly hurting Japanese export demand and indirectly sapping confidence in the entire Asian region.
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The Japanese Economy, 1997

Maiko Tajima

Introduction

The case for economic reform in Japan 1997 is based upon three separate considerations. First,
to manage the changes caused by a rapidly aging society, Tokyo must reduce the central and local
government’s combined debt from its current level of $3.5 trillion. Second, there is a broad consensus
in Japan that the role of the yen as an international reserve currency should be strengthened and that
Tokyo's importance as a center of global finance should be built up. Finally, a large proportion of the
Japanese people believes that their government is excessively large, unresponsive and inclined to
corruption. The combination of a loose monetary policy and a tightened fiscal policy did not work
effectively for an economic recovery, and resulted in an even stronger demand for economic and
financial reform. In this section, we will discuss the policies adopted by the government and how each
sector functioned in 1997.

Goods Market
The fiscal construction was carried out in response to the fact that the number of elderly people

is rapidly increasing and that the government owned a huge debt. The population statistics in 1997
showed that the ratio of people over 65 to those over age 20 will increase from 20% in 1997 to 32% in
2020, suggesting the need to provide areliable foundation for future security services. In order to meet
this demand, the central government planned to cut the $3.5 trillion fiscal deficit from over 6% in the
fiscal year 1996/1997 to 3% by 2003/2004(GDP ratio). The Hashimoto administration announced that
consumption tax would be raised from 3% to 5% at the beginning of April 1997. However, the
government failed to assess the artificialy high growth rate in the first quarter 1997, which was
actually affected by anticipation of the new tax imposion, and carried out the plan. This plan caused
short-term price inflation, and depressed consumer spending alarmingly. Consequently, a hill
reforming the medical insurance system was introduced in June in order to reduce social welfare
spending, which included raising the proportion of costs subscribers pay from 10% to 20%. Affected
by these plans, GDP growth rate for the second quarter shrank almost 3%, the worst showing in 23
years. The urgency of the need to cut the national debt suggests that taxes, probably indirect taxes,
would have to be increased.



Report — Japan 107

Financial Market
To support Japan’s weak financial sector and lower borrowing cost for small business and non
manufacturing companies, the record low interest rate of 0.5% had been kept since September 1995.

This loose monetary policy comparatively diluted expected return of domestic securities and Japanese

institutional investors increased their holdings of foreign securities, which accelerated capital outflow.
Compared with an increase in M1+CDs of 7.7% (year on year rate) in October 1997, the small rate of
M2+CDs 2.8% indicates consumers think interest rates too low to justify tying their money up in
longer-term instruments. The record low of the interest rate also put a downward pressure on yen
value in the currency market, and the depreciated yen brought about an upwards trend of trade surplus,
which in dollar terms grew by nearly 35% year on year in eleven months. The expanding export sector
was the only bright spot on Japanese economy in 1997 and brought a widening of Japan’s politically
sensitive current-account surplus.

The structural problem in the financial sector has not resolved yet. Because of inadequate
government regulation, poor accounting practices and lending decisions based on non-economic
considerations, 12% of the country’s outstanding bank loans were still either non-performing or at risk.
The existence of $546 billion of bad loans (1997 EIU estimation) continues to threaten the ability of
Japan’s financial ingtitutions to meet the 8% capital adequacy requirement by the Bank of International
Settlements. Falling stock prices and the weak demand for loans jeopardized the balance sheet of
financial ingtitutions and reduced their ability to write off their stock of non-performing loans. As a
result, the medium sized insurer Nissan Mutual went bankrupt in April, and the other five financial
companies including Yamaichi Security followed suit in November. Affected by these disastrous
events, the reform plan “Big Bang” to modernize Japan's financial market was advocated by the
leadership of the Hashimoto administration. The plan to deregulate financial markets by the year 2001
consists of four main pillars, aming a more intense competition and less protection for failing
industries. First of all, to render the Bank of Japan more independent of the Ministry of Finance, and
give central bank the autonomy on monetary policy. Second, to reduce the number of government
ministries from current 22 to 13 for more efficient and effective bureaucracy. Third, to blur the line
that divides commercia banks from investment banks and brokerage to promote more intense
competition in the financial industry. Four, to eliminate taxes on currency transactions and to revise
the foreign exchange law to encourage more free and large currency transaction. However, the weak
power base of Prime Minister Hashimoto in the government and the enormous power bureaucrats still
holds threaten the successful implementation of the plan. Considering the above fact, we should
expect the narrower big bang deregulation of the financial system to proceed more or less as
scheduled.

Labor Market
The characteristics of the labor market in 1997 were a high unemployment rate, low nominal
wages and stable commodity prices. The reduction in corporate spending affected by deteriorating

economic prospects discouraged recruiting activities, and a certain amount of jobs available in the
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companies were replaced with part time jobs. The upward pressure on commodity prices caused by
the increased consumption tax in April was mitigated by the deterioration in supply demand balance

and unwillingness of banks to take on new lending.

The Impact of Asian Financial Crisis

The Asian financial & currency crisis that unfolded first in Thailand in July 1997 and spread
throughout South East Asian countries and South Korea lowered the expectation for salesin the region.
Yen'srise relative to the currencies of newly enfeebled Asian countries depressed the exporting trend
in Asia except for China, which sustained economic growth in 1997. On the other hand, the large
share of the commodities & semi-finished goods that Japan’ s industry imports from these countries fell
in price, and this trend resulted in an expansion of import activities in 1997. Also, the Japanese
government played a prominent role in organizing emergency funding from the Bank for International
Settlements and IMF for Thailand and pledged $4 hillion in credit for the stable financial market in

Asia



IIl Economics Papers






Economics Papers — Asian Crisis

This is an incomplete reference list of economic papers/books that are related to the current Asian
crisis. Hyperlinks for some of the papers are available on my Asian home page.

If you are aware of economics papers/books related to the crisis but not listed here, please e-mail me
the information at <karyiu@u.washington.edu>

An updated list will be available on my Asian home page:
http://weber.u.washington.edu/~karyiu/Asia/index.htm

Abrams, Richard K. and Paulina Beato, "The Prudential Regulation and Management of Foreign
Exchange Risk," IMF Working Paper WP/98/37, 1998.

Aizenman, Joshua, and Andrew Powell, 1997. "The Volatility and Financial Intermediation,” NBER
Working Paper No. 6320, 1997.

Axilrod, Stephen H., "Transformations to Open Market Operations," IMF Economic Issues No. 5,
1997.

Bacchetta, Philippe and Eric van Wincoop, "Capital Flows to Emerging Markets," NBER Working
Paper No. 6530, 1998.

Bekaert, Geert and Campbell R. Harvey, "Foreign Speculators and Emerging Equity Markets," NBER
Working Paper No. 6312, 1997.

Berg, Andrew, and Jeffrey Sachs, "The Debt Crisis: Structural Explanations of Country Performance,”
NBER Working Paper No. 2607, 1988.

Berger, Allen N. and Robert DeY oung, "Problem Loans and Cost Efficiency in Commercial Banks,"
FRB Discussion Paper, 1997.

Black, Stanley W., "Issuesin Korean Exchange Rate Policy," NBER Working Paper No. 5747, 1996.

Blgjer, Mario | and Liliana Schumacher, "Central Bank Vulnerability and the Credibility of
Commitments - A Value-at-Risk Approach to Currency Crises," IMF Working Paper WP/98/65, 1998.

Brooks, Ray, Mariano Cortes, Francesca Fornasari, Benoit Ketchekmen, and Ydahlia Metzgen,
"External Debt histories of Ten Low-Income Developing Countries-Lessons from Their Experience,”
IMF Working Paper WP/98/72, 1998.

Brown, Stephen J.,William N. Goetzmann and James Park, "Hedge Funds and the Asian Currency
Crisisof 1997," NBER Working Paper No. 6427, 1998.

Bruno, Michael, and William Easterly, "Inflation Crises and Long-Run Growth,” NBER Working
Paper No. 5209, 1995.

Buiter, Willem H., Giancarlo Corsetti, and Paolo A. Pesenti, "A Center-Periphery Model of Monetary
Coordination and Exchange Rate,"” NBER Working Paper No. 5140, 1995.

Cavo, Guillermo A. and Carlos Vegh, "Inflation Stabilization and Balance of Payments Crises in
Developing Countries," J. Taylor and M. Woodford, eds., Handbook of Macroeconomics (North-
Holland), 1998.

Calvo, Guillermo A. and Enrique G. Mendoza, "Rational Herd Behavior and the Globalization of
Securities Markets," Duke Economics Working Paper No. 97-26, 1997.



Economics Papers — Asian Crisis 112

Calvo, Guillermo A., "Balance of Payments Crises in Emerging Markets - Large Capital Inflows and
Sovereign Governments," mimeographed, University of Maryland, 1998.

Calvo, Guillermo A., "Varieties of Capital-Market Crises,” mimeographed, University of Maryland,
1996.

Calvo, Guillermo A. and Enrigue Mendoza, "Rational Contagion and the Globalization of Securities
Markets," mimeographed, 1997.

Caramazza, Francesco and Jahangir Aziz, "Fixed or Flexible? Getting the Exchange Rate Right in the
1990s," IMF Economic Issues No. 13, 1998.

Cassard, Marcel and David Folkerts-Landau, "Risk Management of Sovereign Assets and Liabilities,”
IMF Working Paper WP/97/166, 1997.

Cavallari, Lilia and Giancarlo Corsetti, "Arbitrage mechanism leading to currency crises. a theoretical
perspective," mimeographed, Yale University, 1998.

Chang, Roberto and Andres Velasco, "Financial Fragility and the Exchange Rate Regime," NBER
Working Paper No. 6469, 1998.

Chari, V. V. and Patrick Kehoe, "Hot Money," NBER Working Paper No. 6007, 1997.

Chen, Zhiqi, “The Real Consequences of a Currency Crisis,” presented at the Hong Kong workshop on
“International Trade, Factor Mobility, and Asia,” July 24-26, 1998.
[http://weber.u.washington.edu/~karyiu/]

Chinn, Menzie D. and Willian Maloney, "Financial and Capital Account Liberalization in the Pacific
Basin: Koreaand Taiwan," NBER Working Paper No. 5814, 1996.

Chinn, Menzie D., "Before the Fall: Were East Asian Currencies Overvalued?," NBER Working Paper
No. 6491, 1998.

Chinn, Menzie D., "Measuring Misaignment: PPP and East Asian Currencies in the 1990's"
mimeographed, 1998.

Chinn, Menzie D., "The Usual Suspects? Productivity and Demand Shocks and Asia-Pacific Real,"
NBER Working Paper No. 6108, 1997.

Chou, W.L. and Y.C. Shih, "Long-Run Real Exchange Rates in the Four Little Dragons,” Journa of
International Trade and Development, 1995, Vol. 4, Issue 2:184-92.

Chung-Hua Institution for Economic Research, The Asian Currency Crisis: The Taiwan Experience,
Taiwan, 1997.

Cull, Rabert, "How Deposit Insurance Affects Financial Depth - A Cross-Country Analysis,"” World
Bank Working Paper No. 1875, 1998.

Demirgiic-Kunt, Adli and Enrica Detragiache, "The Determinants of Banking Crises: Evidence from
Industrial and Developing Countries,” World Bank Working Paper No. 1828, 1997.

Diamond, D.W. and P. Dybvig, "Banks Runs, Deposit Insurance, and Liquidity," Journal of Political
Economy, 1983, Val. 91: 401-419.

Diehl, Markus and Rainer Schweickert, "Currency Crises: |Is Asia Different?," Kiel Discussion Paper
309, 1998.



Economics Papers — Asian Crisis 113
Dooley, Michael P., "A Model of Crises in Emerging Markets,” NBER Working Paper No. 6300,
1997.
Dooley, Michael P., "A Retrospective on the Debt Crisis,” NBER Working Paper No. 4963, 1994.
Dornbusch, Rudiger, "Capital Controls: An Idea Whose Time Is Gone," mimeographed, MIT, 1998.
Dornbusch, Rudiger, "Asian Crisis Themes," mimeographed, MIT, 1998.
Drazen, Allan, "Political Contagion in Currency Crises," mimeographed, 1998.

Dziobek, Claudia and Ceyla Pazarbasioglu, "Lessons from Systemic Bank Restructuring: A Survey of
24 Countries," IMF Working Paper WP/97/161, 1997.

Eichengreen, Barry and Andrew K. Rose, "Staying Afloat When the Wind Shifts,” NBER Working
Paper No. 6370, 1998.

Eichengreen, Barry, Andrew K. Rose and Charles Wyplosz, "Contagious Currency Crises," NBER
Working Paper No. 5681, 1996.

Eichengreen, Barry, Andrew K. Rose, and Charles Wyplosz, "Speculative Attacks on Pegged
Exchange Rates: An Empirical Exploration,” NBER Working Paper No. 4898, 1994.

Enoch, Charles, "Transparency in Central Bank Operations in the Foreign Exchange Market," Papers
on Policy Analysis and Assessments PPAA/98/2, 1998.

Farugee, Hamid, "Dynamic Capital Mobility in Pacific Basin Developing Countries: Estimation and
Policy Implications,” IMF Staff Papers 39, 1992: 706-17.

Feldstein, Martin, "Reducing the Risk of Economic Crisis," NBER Working Paper No. 3620, 1991.

Fernald, John G., Hali J. Edison, and Prakash Loungani, "Was China the First Domino? Assessing
Links between China and the Rest of Emerging Asia," FRB International Finance Discussion Papers,
1998.

Fernald, John, Hali Edison and Prakash Loungani, "Was China the First Domino? Assessing Links
between China and the Rest of Emerging Asia" Federal Reserve Board International Finance
discussion Paper No. 604, 1998.

Fischer, Stanley, "Resolving the International Debt Crisis,” NBER Working Paper No. 2373, 1987.
Flick, Reuven and Ramon Moreno, "Capital Flows and Monetary Policy in East Asia," Pacific Basin
Working Paper No. PB94-08, San Francisco: Federal Reserve Bank of San Francisco, Center for
Pacific Basin Monetary and Economics Studies, 1994.

Flood, Robert P. and Nancy P. Marion, "Speculative Attacks: Fundamentals and Self-Fulfilling
Prophecies, " NBER Working Paper No. 5789, 1996.

Flood, Robert P. and Nancy P. Marion, "Policy Implications of Second-Generation Crisis Models,”
IMF Working Paper WP/97/16, 1997.

Flood, Robert P., Peter M. Garber and Charles Kramer, "Collapsing Exchange Rate Regimes: Another
Linear Example, " NBER Working Paper No. 5318, 1995.

Flood, Robert, and Nancy P. Marion, "Perspectives on the Recent Currency Crisis Literature," NBER
Working Paper No. 6380, 1998.

Folkerts-Landau, David et al., "International Capital Markets Developments, Prospects, and Key
Policy Issues,” IMF World Economic And Financial Surveys, November 1997.



Economics Papers — Asian Crisis 114

Frankel, Jeffrey A. and Andrew K. Rose, "A Survey of Empirical Research on Nominal Exchange
Rates," NBER Working Paper No. 4865, 1994.

Frankel, Jeffrey A., "The Asian Model, the Miracle, the Crisis and the Fund," mimeographed, 1998.

Friedman, Benjamin M., "Views on the Likelihood of Financia Crisis," NBER Working Paper No.
3407, 1990.

Froot, Kenneth, David S. Schaferstein and Jeremy Stein, "Herd on the Street: Informational
Inefficienciesin aModel with Short-Term Speculation," Journal of Finance, 1992, Vol. 47: 1461-1484.

Garber, Peter M. and Lars E.O. Svensson, "The Operation and Collapse of Fixed Exchange Rate
Regimes,” NBER Working Paper No. 4971, 1994.

Garcia-Herrero, Alicia, "Monetary Impact of a Banking Crisis and the Conduct of Monetary Policy,"
IMF Working Paper WP/97/124, 1997.

Ghosh, Atish R., Anne-Marie Gulde and Holger C. Wolf, "Currency Boards: The Ultimate Fix?," IMF
Working Paper WP/98/8, 1998.

Ghosh, Atish R., Jonathan D. Ostry, Anne-Marie Gulde and Holger C. Wolf, "Does the Exchange Rate
Regime Matter for Inflation and Growth?," IMF Economic Issues No. 2, 1997.

Glick, Reuven and Michael Hutchison, "Financial Liberalization in the Pacific Basin: Implications for
Real Interest Rate Linkages," Journal of the Japanese and International Economies, 1990, Vol. 4: 36-
48.

Goetzmann, William N., Stephen J. Brown and James Park, "Hedge Funds and the Asian Currency
Crisis of 1997," mimeographed, 1998.

Goldberg, Linda S., and Michael W. Klein, "Foreign Direct Investment, Trade and Real Exchange Rate
Linkagesin", NBER Working Paper No. 6344, 1997.

Goldfajin, Ilan and Rodrigo O. Valdes, "Are Currency Crises Predictable?” IMF Working Paper
WP/97/159, 1997.

Goldfain, llan and Rodrigo O. Valdes, "Capital Flows and the Twin Crises: the Role of Liquidity,"
IMF Working Paper WP/97/87, 1997.

Goldfajn, llan and Rodrigo O. Valdes, "The Aftermath of Appreciations,” NBER Working Paper No.
5650, 1996.

Goldstein, Morris and Philip Turner, "Banking Crises in Emerging Economies: Origins And Policy
Options," BIS Economic Paper No. 46, 1996.

Greenspan, Alan et al., "Money and Capital Flows in a Global Economy," the Cato Journal, Winter
1998, Vol. 17, No. 3.

Griffith-Jones, Stephany, "Regulatory Challenges for Source Countries of Surges in Capital Flows,"
mimeographed, 1997.

Jochum, Christian and Laura Kodres, "Does the Introduction of Futures on Emerging Market
Currencies Destabilize the Underlying Currencies?," IMF Working Paper WP/98/13, 1998.

Johnston, R. Barry, Salim M. Darbar and Claudia Echeverria, "Sequencing Capital Account
Liberalization - Lessons from the Experiences in Chile, Indonesia, Korea, and Thailand," IMF
Working Paper WP/97/157, 1997.



Economics Papers — Asian Crisis 115

Kaminsky, Graciela and Carmen Reinhart, "The Twin Crises: The Causes of Banking and Balance-of -
Payments Problems,” mimeographed, 1998.

Kaminsky, Graciela, Saul Lizondo and Carmen M. Reinhart, "Leading Indicators of Currency Crises,”
IMF Staff Papers, 1998.

Kletzer, Ken and Mark Spiegel, "Speculative Capital Inflows and Exchange Rate Targetting in the
Pacific Basin: Theory and Evidence," mimeographed, 1996.

Knight, Malcolm and Fabio Scacciavillani, "Current Accounts - What is Their Relevance for
Economic Policymaking?," IMF Working Paper WP/98/71, 1998.

Knight, Malcolm, and Fabio Scacciavillani, "Current Accounts — What is Their Relevance for
Economic Policymaking?," IMF Working Paper WP/98/71, 1998.

Krueger, Anne O., "Whither the World Bank and the IMF?," NBER Working Paper No. 6327, 1997.

Krugman, Paul, "A Model of Balance of Payments Crises," Journal of Money, Credit, and Banking,
1979, Vol. 11: 311-325.

Lee, Jang-Y ung, "Sterilizing Capital Inflows," IMF Economic Issues 7, 1997.

Lee, Seung Jung, "The Financial Crisisin Korea," mimeographed, Y ae University, 1997.

Li, Joanne, “A Threshold Cointegration Model of the Integration of Asian Stock Markets,” presented
at the Hong Kong workshop on “International Trade, Factor Mobility, and Asia,” July 24-26, 1998.
[ http://weber.u.washington.edu/~karyiu/]

Liu, Ligang, Marcus Noland, Sherman Robinson and Zhi Wang, "Asian Competitive Devauations,”
Ingtitute for International Economics Working Paper 98-02, 1998.

Mauro, Paolo, "Why Worry About Corruption?," IMF Economic Issues No. 6, 1997.

Mckibbin, Warwick J., "The Crisisin Asia- An Empirical Assessment," Brookings Discussion Papers
in International Economics No. 136, 1998.

McKinnon, Ronald I. and Huw Pill, “International Overborrowing: A Decomposition of Credit and
Currency Risks,” Mimeo., Stanford University.

Meigs, A. James, "Lessons for Asiafrom Mexico," the CATO Journal, 1998, Vol. 17, No. 3.

Mendoza, Enrique G. and Martin Uribe, "The Syndrome of Exchange-Rate-Based Stabilizations and
the Uncertain Duration of Currency Pegs," Duke Economics Working Paper No. 97-30, 1997.

Milesi-Ferretti, Gian Maria and Assaf Razin, "Current Account Sustainability," Princeton Studies in
International Finance No. 81, 1996.

Milesi-Ferrett, Gian Maria and Assaf Razin, "Sustainability of Persistent Current Account Deficits,"
NBER Working Paper No. 5467, 1996.

Milesi-Ferretti, Gian Maria and Assaf Razin, "Sharp Reductions in Current Account Deficits: An
Empirical Analysis," IMF Working Paper WP/97/168, 1997.

Milesi-Ferretti, Gian Maria and Assaf Razin, "Current Account Sustainability - Selected East Asian
and Latin American Experiences," IMF Working Paper WP/96/110, 1996.

Mishkin, Frederic S., "Anatomy of aFinancial Crisis," NBER Working Paper No. 3934, 1991.



Economics Papers — Asian Crisis 116

Mishkin, Frederic S., "Preventing Financial Crises: An International Perspective,” NBER Working
Paper No. 4636, 1994.

Mishkin, Frederic S., "Understanding Financial Crises: A Developing Country Perspective,” NBER
Working Paper No. 5600, 1996.

Moreno, Ramon, "Models of Currency Speculation: Implications and East Asian Evidence," FRBSF
Economic Letter, 1996.

Obstfeld, Maurice and Kenneth Rogoff, "Exchange Rate Dynamics Redux,” Journal of Political
Economy, 1995, Vol. 103: 624-660.

Obstfeld, Maurice and Kenneth Rogoff, "The Mirage of Fixed Exchange Rates, " NBER Working
Paper No. 5191, 1995.

Obstfeld, Maurice, "Models of Currency Crises with Self-Fulfilling Features,” NBER Working Paper
No. 5285, 1995.

Obstfeld, Maurice, "Rational and Self-Fulfilling Balance of Payments Crises,” American Economic
Review, 1986, Val. 76: 676-681.

Obstfeld, Maurice, "The Logic of Currency Crises,” NBER Working Paper No. 4640, 1994.
Osband, Kent, "Economic Crisisin a Shortage Economy,” IMF Working Paper WP/91/38, 1991.

Park, Yung Chul, “East Asian Liberalization, Bubbles, and the Challenge from China” Brookings
Papers on Economic Activity, 1996 (2): 357 — 371.

Pill, Huw and Mahmood Pradhan, "Financial Indicators and Financial Change in Africa and Asia"
IMF Working Paper WP/95/123, 1995.

Pyun, Chong Soo and William T. Smith, "The IMF Program in the Asian Currency Crisis. A
Theoretical Analysis," presented at the Hong Kong workshop on “International Trade, Factor Mobility,
and Asia,” July 24-26, 1998 [http://weber.u.washington.edu/~karyiu/]

Radelet, Steven and Jeffrey Sachs, "The East Asian Financia Crisis: Diagnosis, Remedies, Prospects,”
mimeographed, Harvard Institute for International Development, 1998.

Radelet, Steven and Jeffrey Sachs, "The Onset of the East Asian Financia Crisis," mimeographed,
Harvard Institute for International Development, 1998.

Ramos, Alberto, "Government Expenditure Arrears — Securitization and Other Solutions," IMF
Working Paper WP/98/70, 1998.

Reinhart, Carmen M. and R. Todd Smith, "Temporary Capital Controls," mimeographed, 1997.

Reinhart, Carmen M. and R. Todd Smith, "Too Much of a Good Thing: The Macroeconomic Effects of
Taxing Capital Inflows," mimeographed, 1997.

Reisen, Helmut and Hélén Y éches, "Time-Varying Estimates on the Openness of the Capital Account
in Koreaand Taiwan," Journal of Development Economics, 1993, Vol. 41: 285-305.

Reisen, Helmut, "Sustainable and Excessive Current Account Deficits," OECD Technica Papers No.
132, OECD Development Centre, 1998.

Rigobon, Roberto, "Informational Speculative Attacks: Good News is No News," mimeographed,
MIT, 1998.

Rodrik, Dani, "Globalization, Social Conflict and Economic Growth," mimeographed, 1997.



Economics Papers — Asian Crisis 117

Rodrik, Dani, "Trade Strategy, Investment, and Exports: Another Look at East Asia," NBER Working
Paper No. 5339, 1995.

Rodrik, Dani, "Who Needs Capital-Account Convertibility?," mimeographed, Harvard University,
1998.

Roubini, Nouriel, Giancarlo Corsetti and Paolo Pesenti, "What Caused the Asian Currency and
Financial Crisis?," mimeographed, 1998.

Rowthorn, Robert and Ramana Ramaswamy, "Deindustrialization — Its Causes and Implications,” IMF
Economic Issues No. 10, 1997.

Sachs, Jeffrey, "Conditionality, Debt Relief, and the Developing Country Debt Crisis* NBER
Working Paper No. 2644, 1988.

Sachs, Jeffrey, "Theoretical Issues in International Borrowing,” Princeton Studies in International
Finance No. 54, 1983.

Sachs, Jeffrey, Aaron Tornell and Andres Velasco, "Financia Crises in Emerging Markets. The
Lessons from 1995," NBER Working Paper No. 5576, 1996.

Sharma, Shalendra D., "The IMF and Asias Financial Crisis: Bitter Medicine for Sick Tigers,"
forthcoming in Survival: I1SS Quarterly, Summer 1998, Vol. 40, No.2.

Shoven, John B., Scott B. Smart, and Joel Waldfogel, "Real Interest Rates and the Savings and Loan
Crisis: The Moral Hazard,"” NBER Working Paper No. 3754, 1991.

Smith, William T. and Chong Soo Pyun, "The IMF Program in the Asian Currency Crisis. A
Theoretical Analysis," mimeo.

Takagi, Shinji, "The Yen and Its East Asian Neighbors, 1980-95: Cooperation or,” NBER Working
Paper No. 5720, 1996.

Tanzi, Vito and Hamid Davoodi, "Roads to Nowhere: How Corruption in Public Investment Hurts
Growth," IMF Economic Issues No. 12, 1998.

Tanzi, Vito, "Corruption Around the World - Causes, Consequences, Scope, and Cures,” IMF Working
Paper WP/98/63, 1998.

Tseng, Wanda and Robert Corker, "Financia Liberalization, Money Demand, and Monetary Policy in
Asian Countries," IMF Occasional Paper, No. 84, 1991.

Vegh, Carlo and Amartya Lahiri, "Krugman Balance of Payments Crises. Are They for Real?,"
mimeographed, UCLA, 1997.

Wade, Robert and Frank Veneroso, "The Asian Crisis. The High Debt Model vs. The Wall Street-
Treasury-IMF Complex," mimeographed, the Russell Sage Foundation, 1998.

Wallace, Laura ed., "Deepening Structural Reform in Africa: Lessons from East Asia," proceedings of
IMF seminar, 1996.

Wyplosz, Charles, "Globalized Financial Markets and Financia Crises," mimeographed, 1998.



Economics Papers — Asian Growth

This is an incomplete reference list of economic papers/books that are related to the current Asian
growth. Theoretical papers on economic growth in open economies are not included here, but a recent
survey isin Long and Wong (1997) mentioned below. Hyperlinks for some of the papers are available
on my Asian home page.

If you are aware of economics papers/books related to the crisis but not listed here, please e-mail me
the information at <karyiu@u.washington.edu>

An updated list will be available on my Asian home page:
http://weber.u.washington.edu/~karyiu/Asia/index.htm

Berthelemy, Jean-Claude, and Sylvie Demurger, 1997. "Foreign Investment and Economic Growth:
Theoretical Issues and Empirical Application to Chinese Provinces (1985-94)," presented at the
international conference on Dynamics, Economic Growth and International Trade, Hong Kong, July
1997. [http://weber.u.washington.edu/~karyiu/]

Chand, Satish, and Kunal Sen, 1997. "Trade Liberalization and Productivity Growth: Evidence from
Indian Manufacturing, " presented at the international conference on Dynamics, Economic Growth and
Internationa Trade, Hong Kong, July 1997. [http://weber.u.washington.edu/~karyiu/]

Chou, Win Lin and Kar-yiu Wong, 1997. "Economic Growth and International Trade: The Case of
Hong Kong," presented at the international conference on Dynamics, Economic Growth and
International Trade, Hong Kong, July 1997. [http://weber.u.washington.edu/~karyiu/]

Chand, Satish, and Kunal Sen, 1997. "Trade Liberalization and Productivity Growth: Evidence from
Indian Manufacturing,” presented at the international conference on Dynamics, Economic Growth and
Internationa Trade, Hong Kong, July 1997. [http://weber.u.washington.edu/~karyiu/]

Deoldikar, Anil, 1997. "Human Resource Development and Internationa Competitive in Asia"
mimeo.

Dessus, Sébastien, 1997. "Total Factor Productivity and Outward Orientation in Taiwan: What is the
Nature of the Relationship?' presented at the international conference on Dynamics, Economic Growth
and International Trade, Hong Kong, July 1997. [http://weber.u.washington.edu/~karyiu/]

Dessus, Sébastien, Jia-Dong Shea and Mau-Shan Shi, 1995. Chinese Taipei: The Origins of the Econo-
mic 'Miracle, Paris: OECD.

Devereux, Michael, 1997. "Long Run Real Exchange Rate Determination: Alternative Explanations
and Evidence from Asian Countries." presented at the international conference on Dynamics,
Economic Growth and International Trade, Hong Kong, July 1997.

[ http://weber.u.washington.edu/~karyiu/]

Fére, Rolf, and Shawna Grosskopf, 1997. "Efficiency and Productivity in Rich and Poor Countries,” in
Bjarne S. Jensen and Kar-yiu Wong (eds.), Dynamics, Economic Growth, and International Trade,
Ann Arbor: University of Michigan Press; 243-263.

Findlay, Ronald, 1997. "Theoretical Perspectives on East Asian Growth," presented at the international
conference on Dynamics, Economic Growth and International Trade, Hong Kong, July 1997.
[ http://weber.u.washington.edu/~karyiu/]

Gapinski, James H. and David L. Western, 1997. "A Tiger in the Land of the Panda: Growth Prospects
for Hong Kong under Reversion to China," presented at the joint sessions of Chinese Economics



Economics Papers— Asian Growth 119

Assaciation in North America and American Economics Association in the ASSA meetings, Chicago,
January 1998.

Hua, Ping, 1997. "Exports, Foreign Investment and Economic Growth in China," presented at the
international conference on Dynamics, Economic Growth and International Trade, Hong Kong, July
1997. [http://weber.u.washington.edu/~karyiu/]

Kim, Jong-11 and Lawrence J. Lau, 1994. "The Sources of Economic Growth of the East Asian Newly
Industrialized Countries,” Journal of the Japanese and International Economies, 8: 235-71.

Kim, Jong-1l and Lawrence J. Lau, 1996. "The Sources of Asian Pacific Economic Growth," Canadian
Journal of Economics, April, 39: $448-54.

Krugman, Paul, 1998. "What Happened to Asia?' for a confernece in Japan, January 1998.

Lee, Jong-Wha, Jeffrey D. Sachs and Steve Radelet, 1997. "Economic Growth in Asia," presented at
the international conference on Dynamics, Economic Growth and International Trade, Hong Kong,
July 1997. [http://weber.u.washington.edu/~karyiu/]

Liang, Chi-Yuan, 1996. "Productivity Growth in Asian NIEs: A Case Study of the Republic of China,
1961--93," Taipei: Academia Sinica. Reprinted from APO Productivity Journal, Winter 1995.

Lin, Shuanglin, 1997. "Export Expansion and Economic Growth in China" presented at the
international conference on Dynamics, Economic Growth and International Trade, Hong Kong, July
1997. [http://weber.u.washington.edu/~karyiu/]

Long, Ngo Van and Kar-yiu Wong, 1997. "Endogenous Growth and International Trade: A Survey," in
Bjarne S. Jensen and Kar-yiu Wong (eds.), Dynamics, Economic Growth, and International Trade,
Ann Arbor: University of Michigan Press: 11-74.

Lucas, Robert E. Jr., 1993. "Making a Miracle," Econometrica, 61: 251--272.

Pyo, Hak K., 1995. "A Time-Series Test of the Endogenous Growth Model with Human Capital," in
Takatoshi Ito and Anne O. Krueger (eds.), Growth Theories in Light of the East Asian Experience,
Chicago: University of Chicago Press, 229-242.

Singh, Nirvikar, 1998. "Miracles and Reform: Policy Reflections for India," mimeographed, University
of California, Santa Cruz.

Sung, Yun Wing, and Kar-yiu Wong, 1997. "Growth of Hong Kong Before and After Its Reversion to
China: The China Factor," presented at the joint sessions of Chinese Economics Association in North
America and American Economics Association in the ASSA meetings, Chicago, January 1998.

Van, Pham Hoang, and Henry Y. Wan, Jr., 1997. "Interpreting East Asian Growth," in Bjarne S.
Jensen and Kar-yiu Wong (eds.), Dynamics, Economic Growth, and International Trade, Ann Arbor:
University of Michigan Press; 265-286.

Wan, Henry, and Jason Weisman, 1997. "Hong Kong: The Fragile Economy of Middlemen," presented
a the international conference on Dynamics, Economic Growth and International Trade, Hong Kong,
July 1997. [http://weber.u.washington.edu/~karyiu/]

Young, Alwyn, 1992. "A Tale of Two Cities: Factor Accumulation and Technica Change in Hong
Kong and Singapore," in Oliver Jean Blanchard and Stanley Fischer (eds.), NBER Macroeconomics
Annual, 1992, 13-54. Cambridge, Mass.: MIT Press.

Young, Alwyn, 1994. "Lessons from the East Asian NICs: A Contrarian View," European Economic
Review, 38 964-973.



Economics Papers— Asian Growth 120

Young, Alwyn, 1995. "The Tyranny of Numbers: Confronting the Statistical Realities of the East
Asian Growth Experience,” Quarterly Journal of Economics, August, 641-680.

Zhu, Zhen, 1997. "Trade and Growth Dynamics: A VAR Approach,” presented at the international
conference on Dynamics, Economic Growth and International Trade, Hong Kong, July 1997.
[ http://weber.u.washington.edu/~karyiu/]



International Trade in Goods and Factor Mobility

An In-depth and Extensive Monograph by

Kar-yiu Wong

Cambridge, Mass.: MIT Press, 1995. Pp. xiv, 699. ISBN 0-262-23179-4. Second printing, 1997. Its
Japanese tranglation is forthcoming.

This up-to-date synthesis of the basic tools and survey results
in international trade theory is unique in giving factor
mobility equal billing with goods trade, highlighting factor
flows in the context of a mainstream approach to trade
theory.

I rem Apinnt ] Tunele 1A e
ardl Fabor fuin aifie

The importance of the international flow of factors has
grown in recent decades, primarily because of increasing re-
turns, imperfect competition, multinational corporations, and
labor migration; theories of factor mobility and trade in
goods can no longer be lumped together. Using sophisticated
techniques, as well as ssmple economic intuitions and easy-
to-follow diagrams, Kar-yiu Wong systematically presents within unified frameworks
all the basic analytical techniques involved in the theories of international trade and
factor mobility.

Wong also provides extensive coverage of such issues as interactions between
international trade in goods and capital movement, external economies of scale,
monopolistic competition and differentiated products, oligopoly, welfare economics
of international trade, and policy analysis for various models, and he devotes two
separate chapters to multinational corporations and international labor migration. New
techniques and approaches to these issues are suggested, and new results obtained for
many of them.

For instance, the discussion of intra-industry trade in the presence of positive trans-
port cost and arbitrage is new, as is the systematic examination of the relationship
between international trade in goods and factor mobility with external economies of
scale, monopolistic competition, and oligopoly. Of particular importance to trade
theorists, these issues serve as the link between neoclassical and imperfect-compe-
tition models.

Contents: introduction; General Equilibrium with Constant Returns and Perfect Competition;
Comparative Advantages and Factor Content of Trade; International Goods Trade and Capital
Movement; External Economies of Scale; Monopolistic Competition and Intraindustry Tradein
Differentiated Products; Oligopoly and Intraindustry Trade in Identical Products; Core Theorems of the
Welfare Economics of International Trade; Gains from Trade for Economies with |mperfections;
Theory of Distortions and Optimal Policy Intervention; Commercial Policies with Trade in Goods and
Factor Mobility; Strategic Trade Policies; The Multinational Corporation; International Labor
Migration.

For more information about this book, including areview on the book and how to
order, please visit:
http://weber.u.washington.edu/~karyiu/books/book-95/base.htm



Dynamics, Economic Growth, and International Trade

edited by

Bjarne S. Jensen and Kar-yiu Wong

Ann Arbor, Michigan: University of Michigan Press, 1997. Series. Studies in International Economics.
ca 376 pages, 58 line, 3 tables, 6x9.

m This volume collects 10 articles, including an extensive
survey on growth and trade, written by prominent

economists on issues related to the dynamics of

Dynamics, international trade and the relationships between
Eﬁ‘;‘i"‘”“' ¢ Growth, economic growth and international trade. Earlier versions
International Trade of these papers were presented at an international

----------------- conference held in Denmark, August 15-17, 1996.

Contents:

- Introduction, Bjarne S. Jensen and Kar-yiu Wong;
Endogenous Growth and International Trade: A Survey, Ngo Van Long and Kar-
yiu Wong;
Genera Equilibrium Dynamics of Basic Trade Models for Growing Economies,
Bjarne S. Jensen and Chunyan Wang;
Endogenous Growth, Trade, and Specialization under Variable Returnsto Scale:
The Case of a Small Open Economy, Ngo Van Long, Kazuo Nishimura, and
Koji Shimomura;
Dynamic Foundations for the Factor Endowment Model of International Trade,
Oded Galor and Shoukang Lin;
Public and Private Capital in an Endogenously Growing Open Economy, Stephen
J. Turnovsky;
Trade and Growth with Endogenous Human and Physical Capital Accumulation,
Eric W. Bond and Kathleen Trask;
Efficiency and Productivity in Rich and Poor Countries, Rolf Féare and Shawna
Grosskopf;
Interpreting East Asian Growth, Pham Hoang Van and Henry Y. Wan, Jr.;
Endogenous Growth and International Labor Migration: The Case of a Small,
Emigration Economy, Kar-yiu Wong;
The Human Capital Dimension to Foreign Direct Investment: Training, Adverse
Selection, and Firm Location, Theo S. Eicher and Pantelis Kalaitzidakis.

For more information about this book, including how to order, please visit:
http://weber.u.washington.edu/~karyiu/books/book-97/base.htm



