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How China is Reshaping the Industrial Geography of South-East Asia1 

 

Chinaôs rise and its increasing integration into the global economy are firmly entrenched 

in economic legend.  Of more immediate interest now is how China is gradually altering the 

industrial map of the Asian region.  China has emerged with startling suddenness as an economic 

force to be reckoned with, and the scale of its economic expansion has handily surpassed that of 

the United States from 1820 until the end of the nineteenth century, and of Germany and Japan 

the two star performers of the period extending from the mid 1950s until 1970 (see Winters and 

Yusuf 2007).  As the worldôs fourth largest economy, China has already swept past Japan to 

become the third biggest exporter after Germany and the US.  Even as Chinaôs exports of an 

impressively wide range of manufactures are penetrating farther into international markets, its 

demand for intermediate products, raw material and energy, is proving to be a boon for 

suppliers.2  China was responsible for 30 percent of the growth of the world economy in 2006 

and 34 percent in 2007.  Its demand has contributed in no small measure to the turnaround in the 

performance of resource rich countries in sub-Saharan Africa and China has buoyed the growth 

of Southeast Asian economies that are a source of electronic components, petroleum, and of raw 

materials such as palm oil and wood products.3  Chinaôs industrial and export prowess has 

motivated Indiaôs efforts at revitalizing its economy and promoting exports.4  Moreover, the 

steady increase in Chinaôs foreign direct investment has begun transferring light manufacturing 

to countries such as Vietnam, and developing resource based activities in Indonesia and in 

several countries in sub-Saharan Africa. 

 

                                                 

1
 Lopamudra Chakrabortiôs assistance with the research and computations was invaluable and greatly appreciated. 

2
 In 1970, Chinaôs main exports were comprised of food (meat, swine, castor oil, etc.) and other agricultural 

products and live animals.  Fifteen years later, in 1985, food products and petroleum still accounted for over 45 

percent of exports.  The turnaround in the next 15 years was remarkable with manufactures accounting for 93 

percent of exports by the turn of the century (Hinloopen and Marrewijk 2004). 
3
 The growth in Chinaôs trade with ASEAN is being institutionally buttressed by agreements to create an ASEAN-

China free trade area (CAFTA).  The first agreement was signed in 2002.  It calls for the reciprocal reduction or 

elimination of tariffs between China and the six senior ASEAN members by 2010.  The consequences of CAFTA 

for agricultural trade are estimated by Qiu and others (2007) to be positive for both sides.  Chinaôs exports of wheat, 

vegetables and horticultural products to ASEAN countries will rise and they in turn will export more vegetable oil 

and sugar to China. Chinaôs increasing involvement with ASEAN is also enlarging its influence over ASEANôs 

agenda and over regional initiatives (Saunders 2006). 
4
 Overholt  (2005) 
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1. Competition and Coexistence 

 

The variety of channels through which Chinaôs growing economic and political weight 

has begun impinging upon other countries has aroused intense interest and not a little concern.  

Nowhere is this interest ï and concern ï stronger than in Chinaôs Southeast Asian 

neighborhood.5  The economies in this region are feeling the sharp edge of competition from 

Chinese products in their shared export markets.  They also are benefiting from Chinaôs swelling 

appetite for imports fuelled by growth of GDP averaging close to 10 percent per annum between 

2001 and 2007.  Southeast Asian countries can see the positive and negative sides of the trade 

ledger and, they are reassured that in the medium term, Chinaôs rapid development is likely to be 

a plus.  It has provided new and fast growing markets for their exports and opportunities for 

investment by companies in S.E. Asia.  Although, a substantial volume of foreign capital is now 

heading towards China, enough is still flowing into SE Asia, which soothes nerves.  Moreover, 

governments in S.E. Asian countries believe that their business environment, manufacturing 

capabilities and the skills of their workforce provide them with a competitive edge.  They also 

derive some comfort from the rising wages in Chinaôs coastal cities that they hope will prevent 

any widening of the cost advantage in Chinaôs favor.6  Even if China squeezes Southeast Asian 

producers out of the markets for low tech, labor intensive, ócommodifiedô manufactures, 

countries such as Malaysia, Thailand and Singapore see opportunities in moving up the value 

chain and of diversifying into profitable niches via technological upgrading and innovation.  

Policymakers throughout the region and around the Pacific Rim, console themselves that the 

laws of trade theory are firmly on their side.  In a globalizing and growing world economy, a 

                                                 

5
 Chinaôs interaction with the ASEAN region via trade, cultural exchange, a tribute system and military incursions 

(into Vietnam), is of long standing.  The links were tightened by migration from primarily Guangdong and Fujian 

provinces starting in the eighteenth century.  Ethnic Chinese comprise 10 percent of the Thai population and 28 

percent of the population of Malaysia.  However, the degree of assimilation of the ethnic Chinese population in 

Thailand, a predominantly Buddhist country, is far higher.  In all, up to 40 million Chinese live in S.E. Asia and 

their presence is a factor in Chinaôs economic and cultural engagement with the region.  Strategic and military 

concerns have also surfaced in recent years, which are stoked by rivalry with the U.S.  Some countries in the region 

have used this rivalry to move closer to China and their pull reinforces Chinaôs efforts to increase its influence 

(Vaughn and Morrison 2006, Lijun 2007, Hughes 2005). 
6
 See Banister  (2005) on wage trends in the 1990s and into the early 2000s and Inagaki  (2006) on labor shortages in 

the coastal areas starting around 2002.  Also see "How rising wages are changing" 2006.  Alongside wages, 

productivity is also increasing which contains unit costs and Chinaôs overall employment in manufacturing is not on 

the rise.  
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country, even a very large one, cannot have a comparative advantage in all products and services 

(Yusuf, Nabeshima, and Perkins 2007).  

This is where matters rest.  Across S.E. Asia there is wariness over Chinaôs economic 

muscle and export competitiveness but no sense of panic.  However, there is also a realization 

that market conditions have changed irrevocably; competition is much fiercer and survival will 

depend on more determined efforts to increase efficiency, to move up the technology ladder, to 

innovate and to diversify into products and services that promise to generate higher profits.  The 

current thinking in S.E. Asia raises three main questions: Do recent trends in trade and FDI point 

to the emergence of a symbiotic relationship between China and the economies of S.E. Asia, 

with a mutually advantageous division of labor whereby China assembles and exports mainly 

final products and buys many of the components and other imports from its Asian neighbors?  If 

in fact, there is the likelihood of much greater competition in existing product categories, what 

are the options for S.E. Asia? Are economies such as Malaysia and Thailand evolving the 

capabilities which will enable them to thrive and grow in an international market environment 

within which China and later India, are two of the most dynamic players? 

The balance of this paper will examine the interplay between China on the one hand and 

Malaysia and Thailand on the other, two countries which are representative of S.E. Asia.  The 

challenges posed by China for S.E. Asia are described and assessed in section 2.  Sections 3 

through 7 discuss how Malaysia and Thailand are affected by the ñChina factorò.  Section 8 sums 

up the findings and presents two scenarios on future outcomes and examines their implications. 

 

2. How Chinaôs Development Affects South-East Asia 

 

Prior to 1979, China was Asiaôs most populous country but its economic presence in the 

region was relatively insignificant.  In 1979, China accounted for just 1.8 percent of global GDP 

and its total trade amounted to only $0.18 billion.  By comparison (in 1979), the value of Koreaôs 

trade was $39.5 billion and that of Taiwan (China) was $ 35.1 billion.  However, following the 

decision by Chinaôs leadership to ñopenò the economy, to adopt the export oriented approach to 

industrialization tested by other East Asian countries and to move from a command to a market 

driven economy, institutional change was quickened by daring reforms. This led to a 

phenomenal acceleration in the growth of both GDP and trade (Table 1 and for a discussion of 
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Chinaôs reforms, see Yusuf, Nabeshima, and Perkins 2005; and Riskin 1987).  During 1979-89, 

GDP growth averaged 9.6 percent and exports rose by an average of 18.3 percent per annum.  In 

addition, economic opening combined with the creation of special economic zones, began 

attracting foreign direct investment (FDI) to China.  This inflow transferred technology 

embodied in equipment and soft skills and helped enlarge manufacturing activities catering to 

foreign markets. 

Growth slowed between 1989 and 1993, however, Deng Xiaopingôs southern tour7 in 

January 1992 initiated a second wave of reforms and revived the growth rate of GDP, export 

momentum and the flow of FDI. 

Table 1: Macroeconomic indicators of China, 1979-2007 

Indicator 1979 1989 2007 

GDP (trillion US$) 0.18 0.34 3.42 

Exports of goods and services (billions US$) 15.0 57.2 1216.1 

Imports of goods and services (billions US$) 16.7 60.7 953.9 

Share of global GDP 1.80 1.75 6.09 

Share of global trade 0.81 1.53 5.54**  

Share of global exports 0.78 1.50 6.43* 

Note: * denotes end year of 2006, and ** denotes that data is for of 2005. 

Source: WDI, Wikipedia, IMFôs World Economic Outlook Database, October 2007. 

 

To restart Chinaôs reform effort which appeared to stall in the early 1990s, Deng 

Xiaoping made widely published visit to Guangdong in January 1992, calling for a reigniting of 

reforms to sustain openness and growth.  His call resonated with the progressive elements among 

the community of reformers, and Chinaôs economic ascent has not paused ever since.  

From the perspective of growth and industrial change in S.E. Asia, five facets of Chinaôs 

development are of most relevance.  First and foremost is Chinaôs extraordinarily high growth 

rate which has averaged close to 10 percent per annum between 1994 and 2007.  Although a 

slowing of the U.S. economy in 2008-2009 and Chinaôs own efforts at dampening domestic 

demand so as to ease inflationary pressures might reduce growth rate,8 the likely persistence of 

the current levels of investment, expansion of the urban workforce, and increase in total factor 

                                                 

7
 Accompanied by his daughter, Deng Xiaoping visited Shenzhen, Zhuhai, Zhongshan, and Shunde between January 

19
th
 and January 27

th
 1992.  Following his call to resist leftism and pursue reform, a communiqué was issued by the 

Politbureau to ñaccelerate the pace of reform and opening up to the outside worldéwe should guard against the 

right but we should mainly prevent the leftò (Zhao 1993). 
8
 Projections released by the World Bank in February 2008 project Chinaôs growth as slowing to 9.6 in 2008 (World 

Bank 2008a). 
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productivity (TFP),9 should enable GDP to continue growing at between 8 and 9 percent for the 

next decade or more.10  Such economic performance will generate strong demand for imports that 

would favor Chinaôs trading partners in Asia. 

A second facet is the growth of Chinaôs exports, the composition of these exports and 

their competitiveness.  For Chinaôs S.E. Asian competitors, what matters is the overlap between 

their exports and those of China; the relative price competitiveness that affects export shares for 

individual products; the quality of specific exports which determines the prices these products 

command and the profits accruing to sellers; and movements up the value chain in existing 

product categories as well as diversification into new product categories higher on the 

technological scale and which embody greater domestic added value.  When Chinaôs exports 

overlap substantially with those of one of its competitors, when Chinese firms can quote lower 

prices and equivalent or better delivery schedules, and when they can ramp up production faster 

to meet demand, the advantage resides with China.  If Chinaôs revealed comparative advantage 

(RCA)11 increasingly is in higher value and technologically more sophisticated products, 

producers in S.E. Asia have a harder time entering these markets and if they do, they face more 

intense competition.  Similarly, if Chinese firms are quicker at raising the quality of products, the 

unit values of their exports will rise along with the profits, which advantage these firms relative 

to their competitors. 

A third facet of relevance is Chinaôs manufacturing capability, and how quickly the 

country is moving up the value chain.  This has important implications for Chinaôs foreign 

suppliers.  The current division of labor between China and countries in S.E. Asia is that Chinese 

firms mainly concentrate on the final assembly of consumer electronics products, autos and 

various kinds of engineering products while importing many of the parts that go into these 

products from overseas.  However, backward integration by Chinese manufacturers into 

components especially for products with long, non-modular and complex value chains such as 

                                                 

9
 See Bosworth and Collins  (2007) and Kuijs (2006) on estimates of Chinaôs TFP.  These range between 3.0 percent 

and 4 percent between 1993 and 2005. 
10

 Chinaôs goal is to quadruple per capita GDP between 2000 and 2020, which assumes a growth rate of 8 percent 

per annum.  Given the scope for inter-sectoral shifts in the workforce, for inter-industrial distribution of resources, 

technological upgrading, gains in allocation and organizational efficiencies and increase in human capital, such a 

goal would seem to be within reach (see Fogel 2006). 
11

 Revealed comparative advantage (RCA) is a measure of the export competitiveness of a country, in a particular 

commodity.  It is calculated as the ratio of a countryôs market share in a specific commodity in the world export 

market, to the countryôs share of exports in overall world exports.   
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autos and some kinds of electronics will eat into the demand for imports.  This is a logical step 

for Chinese producers as their manufacturing capability strengthens, because designing and 

producing components is more profitable.  Furthermore, in some industries closer proximity 

among suppliers and assemblers assists in product development, reduces inventory costs, and 

speeds up delivery.  A shift of component production to China, which is happening, does not 

mean that intra-industry trade cannot continue to thrive, however, its growth can be diminished 

and competition becomes more severe.  

A fourth and related facet of Chinaôs development, has a bearing on how quickly and in 

what directions its trading partners diversify their production and export mixes. This has to do 

with innovation capability and movement up the innovation value chain and into more 

technologically sophisticated product categories.  South-East Asian exporters that are being 

hammered by competition from China in the low value, labor intensive manufacturers, have only 

two options:  one is to cut costs, raise productivity and attempt to differentiate their products so 

as to win a temporary breathing space; the second and potentially more viable alternative, is to 

innovate and/or diversify into a nearby more high tech product group by strengthening the in-

house capacity to assimilate technology and to innovate with the help of own or contracted R&D.  

With China rapidly raising domestic R&D, absorbing technology from abroad, and making haste 

to build a productive national innovation system, S.E. Asian countries are on notice that unless 

they move quickly, their options for maintaining growth by diversifying into higher tech 

products, could be constrained by Chinaôs capacity to not only dominate the low tech and of the 

product spectrum but also to acquire an innovation and competitive advantage in the more 

lucrative, technologically advanced products. 

A fifth and final facet is FDI.  China, Malaysia and Thailand have all benefited from 

foreign investment that has channeled capital into strategic export subsectors, transferred 

manufacturing knowhow, developed local skills and hooked the producers in these countries to 

global value chains.12  In all three countries, foreign invested enterprises account for a large share 

of the exports and the bulk of the exports of the leading electronics industry.13  So long as China 

was a closed economy isolated from the international trading system and capital flows, most of 

                                                 

12
 See http://www.globalvaluechains.org/concepts.html. 

13
 Nearly 58 percent of Chinaôs total exports and a higher percentage of electronic exports are by foreign invested 

companies.  In the cases of Malaysia and Thailand, the shares of foreign companies are closer to 90 percent. 
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the FDI in manufacturing industries went to S.E. Asian countries (see Figure 2 and Figure 3).  

Since the mid 1990s, this has changed and China now attracts a large volume of FDI.  To the 

degree that it may be diverting capital which would otherwise have gone to S.E. Asia, China is 

affecting the growth, trade and technology acquisition prospects of countries such as Malaysia 

and Thailand.  And to the extent that China is pulling in a bigger share of the FDI in 

technologically higher end activities and in R&D activities, S.E. Asian economies will have to 

work harder and rely more on their domestic resources to diversify their industrial base and 

upgrade their exports. 

Figure 1: FDI inflows, East Asia, China, Malaysia and Thailand, 1990-2006 
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Source: Major FDI indicators (WIR 2007). 

Figure 2: FDI inflows, Malaysia and Thailand, 1990-2006 
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Source: Major FDI indicators (WIR 2007). 

 

These five are not the only avenues through which Chinaôs emergence as an economic 

power-house affects the S.E. Asian region, but they are surely among the leading ones.  Looking 

ahead, Chinaôs own FDI in S.E. Asia and elsewhere, spearheaded by Chinese MNCs will add 

another factor, however, the scale, direction and consequences of such flows are difficult to 

gauge at this juncture. 

In order to arrive at a better understanding of how the facets of Chinaôs development 

enumerated above, rub against the economies of the S.E. Asian region, some numerical estimates 

and the findings of modeling exercises can be helpful.  These are presented below. 

 

2. Partners and Competitors 

 

China is not only one of the worldôs fastest growing economies, it is also remarkably 

trade oriented for a country of its size.  From Table 2 we can see how the ratio of exports and 

imports to GDP are distributed among countries around the Pacific Rim.  The smaller open 

economies led by Singapore, are in the forefront but among the larger countries, Chinaôs trade to 

GDP ratio is conspicuous and has risen by over 50 percent since 1995.  By this measure, China is 

more than twice as open as the U.S. and Japan.  Openness has been promoted by the leap in 
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Chinaôs exports apparent from Figure 3.  Openness has also been promoted by a drastic reduction 

in Chinaôs nominal tariffs that have fallen from 20 percent in 1995, to about 5 percent in 2005 

(see Figure 4).  Imports, which were $151.9 billion in 1995, reached $ 953.9 billion in 2007, 

averaging a growth rate of 17.35 percent.  More importantly, the import elasticity of GDP, which 

was 1.65 in the first half of the 1990ôs had climbed to 2.21 in 2001-2006.  In other words, 

Chinaôs propensity to import is high and the recent trend has been upwards.  This has been 

advantageous for its trading partners in the East Asian region, all of which have seen their 

exports to China expand at a rapid clip (Table 3).  A closer look at Malaysiaôs and Thailandôs 

exports to China brings this out in sharper relief.  Table 4 and Table 5 show the five largest 

exports from the two countries in 1995, 2000 and in 2005 and it provides snapshots of the 

changes in amounts and the shift in composition.  Both countries ran a trade deficit with China 

(in 2006), while Philippines has had a positive trade balance with China (as of 2007).  However 

in 2006, China still ranked as Malaysiaôs second largest trading partner and third most significant 

partner for Thailand.  Exports of resource based products from Malaysia in 1995 have been 

overshadowed by electronics in 2000 and in 2005, a positive development, except that local 

value added in Malaysia of these exports is no more than 23 percent.  In a somewhat similar 

manner, Thailand has graduated from exports of agricultural commodities to electronic products, 

auto parts and metallic products.14 

Table 2: Exports and Imports of Goods & Services (% of GDP) 

Country 1995 2006 

Singapore  368.6* 473.5 

Malaysia  192.1 211.1 

Thailand  90.4 141.6 

Korea 58.7 85.4 

China  43.9 69.7 

Indonesia  54.0 58.8 

Brazil 16.0 26.4 

Mexico 58.1 65.1 

Japan 16.9 32.3 

    (30.95) 

                                                 

14
 More striking than the change in composition of S.E. Asian exports to China is the transformation of Chinaôs 

exports to Malaysia, Indonesia and Thailand (Table 6, Table 8 and Table 7).  As a share of Chinaôs total exports, 

these rose markedly in the late 1990s and have stabilized after 2001-2002 (Figure 5), though in value terms, they are 

expanding at between 20 and 40 percent.  In the mid 1990s, Chinaôs exports to S.E. Asia were comprised mainly of 

processed light manufactures ï metal products, silk, oil and fabric.  These have been displaced by electronics, 

machinery, transport equipment and iron and steel products reflecting both greater diversity and on average, higher 

domestic added value. 
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United States 23.4 27.6  

(28.15) 

Note: * indicates that data is for the year 2001. 

Source: WDI, JETRO, U.S. Census Bureau, Foreign Trade Division, data in italics are from OECD.Stat. 

 

Table 3: Total exports of Indonesia, Malaysia, Philippines and Thailand, to China, 1995-2006  

 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2006 

(US $ million) 

Indonesia 1,741.7 2,767.7 8,343.6 

Malaysia 1,956.0 3,028.2 11,638.3 

Philippines 327.9* 663.3 4,627.7 

Thailand 1,640.1 2,816.3 11,774.2 

Note: * indicates that data is for the year 1996. 

Source: UNCOMTRADE. 

 

 

Figure 3: China, Malaysia, Thailand, and Indonesiaôs exports to the world, 1995-2006 
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Source: UNCOMTRADE 



 12 

Figure 4: Nominal Tari ffs on Total Imports, 1995-2005 
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Figure 5: Chinaôs exports to Malaysia, Thailand, and Indonesia, 1995-2006 
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Table 4: Top 5 Malaysian exports to China, 1995-2005 

Product Name 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2005 

(US $ million) 

Palm oil (excl. crude) and liquid f 624.6 296.6 1196.0 

Plywood, each ply =<6mm thick, nes 210.6 - - 

Wood, nes in the rough..., (excl. t 98.8 - - 

Petroleum oils and oils obtained fr 90.0 - - 

Crude palm oil 60.9 - - 

Parts and accessories of automatic - 475.2 594.6 

Monolithic integrated circuits, nes - 448.0 1425.0 

Monolithic integrated circuits, dig - 317.8 7213.0 

Hybrid integrated circuits - 265.6 1028.0 

Source: UNCOMTRADE 

 

Table 5: Top 5 Thai exports to China, 1995-2005 

Product Name 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2005 

(US $ million) 

Semi-milled or wholly milled rice 315.2 - - 

Raw cane sugar, in solid form 299.7 - - 

Smoked sheets of natural rubber 118.2 241.0 - 

Other natural rubber, in primary fo 52.8 - - 

Cane or beet sugar, in solid form, 45.0 - - 

Parts and accessories of automatic - 524.6 654.0 

Petroleum gases and other gaseous h - 194.5 - 

Monolithic integrated circuits, nes - 187.4 - 

Polystyrene (excl. expansible), in - 133.2 - 

Semi-fin prod,iron or n-al steel,re - - 384.6 

Transmission apparatus, for radiote - - 341.0 

Digital auto data process mach cntg - - 166.8 

Silver in unwrought forms - - 157.6 

Source: UNCOMTRADE 

 

Table 6: Top 5 Chinese exports to Malaysia, 1995-2005 

Product Name 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2005 

(US $ million) 

Parts and accessories of apparatus 51.52 108.65  - 

Flat rolled prod, i/nas, not in coi 33.08  -  - 

Oil-cake and other solid residues,  23.17  -  - 

Cigarettes containing tobacco 22.76  -  - 

Other plants or parts, of a kind us 19.98  -  - 

Transmission apparatus, for radiote  - 240.25  - 

Maize (excl. seed)  - 210.62  - 

Parts suitable for use solely or pr  - 92.54 308.72 

Parts and accessories of automatic  - 58.13 1653.26 

Optical devices, appliances and ins  -  - 724.61 

Monolithic integrated circuits, dig  -  - 499.24 
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Digital auto data process mach cntg  -  - 296.59 

Source: UNCOMTRADE 

 

Table 7: Top 5 Chinese exports to Thailand, 1995-2005 

Product Name 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2005 

(US $ million) 

Warships, lifeboats, hospital ships 171.01  -  - 

Semi-fin prod,i/nas,rect/sq cross-s 66.83  -  - 

Flat rolled prod, i/nas, not in coi 58.25  -  - 

Semi-fin prod,iron or n-al steel,re 52.00  - 384.63 

Unbleached or bleached woven fabric 47.77 38.37  - 

Parts and accessories of automatic  - 335.01 653.96 

Petroleum oils and oils obtained fr  - 132.79  - 

Aircraft nes of an unladen weight e  - 63.00  - 

Video recording or reproducing appa  - 32.44  - 

Transmission apparatus, for radiote  -  - 340.98 

Digital auto data process mach cntg  -  - 166.78 

Silver in unwrought forms  -  - 157.63 

Source: UNCOMTRADE 

 

Table 8: Top 5 Chinese exports to Indonesia, 1995-2005 

Product Name 

Trade Value 1995 

(US $ million) 

Trade Value 2000 

(US $ million) 

Trade Value 2005 

(US $ million) 

Petroleum oils and oils obtained fr 74.24 203.23 583 

Cane or beet sugar, in solid form,  56.57  -  - 

Shelled ground -nuts, not roasted or 43.21  -  - 

Pig iron,non -alloy,containing by wt 38.75  -  - 

Tobacco, partly or wholly stemmed/s 27.48  -  - 

Motorcycles with reciprocating pist  - 192.13  - 

Semi -milled or wholly milled rice  - 92.69  - 

Television receivers including vide  - 84.83  - 

Maize (excl. seed)  - 83.02  - 

Petroleum oils, etc, (excl. crude);  -  - 984.26 

Transmission apparatus, for radiote  -  - 155.25 

Parts and accessories of automatic  -  - 150.93 

Garlic, fresh or chilled  -  - 122.38 

Source: UNCOMTRADE 

 

By maintaining a high rate of GDP growth and an open trade regime, which has been 

cemented by a recent free trade agreement with ASEAN, China has thus, on balance exerted a 

positive influence on the performance of the exporting industries in S.E. Asian countries. 
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3. Export Overlap 

The overlap between Chinaôs exports and those of S.E. Asian economies is an indicator 

of the pressure China is exerting on other trading nations in third country markets.  In Table 9 we 

present the overlap between Chinaôs exports and the exports of Malaysia and Thailand in three 

years.15  The table shows that as Chinaôs manufacturing industry has modernized and expanded 

into the electronics, ICT and electrical engineering subsectors,16 the overlap in terms of 

commodities has increased and is over 98 percent with both Malaysia and Thailand.  In terms of 

trade values it rose sharply after 1995 for Malaysia and has since stabilized at 61 percent whereas 

for Thailand it is still climbing beyond 71 percent. This raises the further question as to whether 

the S.E. Asian countries are responding by acquiring a comparative advantage in new export 

products and pushing up the unit value of their exports through improvements in quality. 

Table 9: Share of Overlapping Traded Commodities and Values of Malaysia and Thailand, with China, 1995-

2005 

Country Overlapping 1995 2000 2005 

Malaysia Commodities 95.9% 98.4% 98.6% 

Thailand Commodities 96.3% 98.1% 98.3% 

Malaysia Trade Values 38.3% 61.2% 60.9% 

Thailand Trade Values 52.8% 67.6% 70.8% 

Source: UN COMTRADE 

 

The answers to these questions can be derived from the information presented below 

starting with Figure 6, Figure 7 and Figure 8.  These show that China has enlarged the share of 

electronics, and engineering products between 1995 and 2005, from about 10 percent of exports 

to nearly 30 percent, and is now contesting the exports from S.E. Asia. The leading exports from 

China, Malaysia and Thailand are in the electronics and engineering category, however, as 

Figure 9 shows, China is forging ahead much faster than the others.  In response, Malaysia may 

                                                 

15
 The pair-wise share of overlapping commodities is calculated as the number of products exported by Malaysia and 

each one of its competitors e.g. China, in a certain year, expressed as a proportion of the total number of 

commodities exported by Malaysia in that same year.  The overlapping trade-value for a commodity X exported by 

Malaysia and China e.g., is calculated by identifying the minimum of the export values of X, for Malaysia and India.  

The pair-wise share of trade values for the overlapping commodities is then calculated by summing over all the 

overlapping products, and expressing it as a proportion of total trade value of Malaysiaôs exports. 
16

 The Chinese government identified electronics as a ñpillarò industry in 1994 and thereafter, provided it with a 

variety of financial and other incentives, including encouragement to promote technological transfer.  The result has 

been a rate of growth that is little short of explosive.  The share of electronics in GDP and in manufacturing rose 

from 1 percent and 5 percent respectively in 1995 to 3.2 percent and 10.2 percent respectively in 2005 (Zhao and 

others 2007). 

 



 16 

have to rely more on primary products (e.g. palm oil and by products) and Thailand more on 

engineering products as can be seen from Figure 10.  Undoubtedly, China has reduced the scope 

for further enlarging the shares of electronics in the exports of both S.E. Asian countries. 

Figure 6: Exports of China, by type of manufactures, 1995-2006 
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Source: UNCOMTRADE 
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Figure 7: Exports of Malaysia, by type of manufactures, 1995-2006 
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Source: UNCOMTRADE 

Figure 8: Exports of Thailand, by type of manufactures, 1995-2006 

 

Source: UNCOMTRADE 


