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The Comparative Advantage of Intermediate Goods
Trade in East Asia and Free Trade Agreement

Taek—Ho Kwon

Kyeong—won Joo

Abstract
This study analyzes the degree of dependency and comparative advantage of each
country for intermediate goods trade in East Asia, which predicts the comparative
advantage of the intermediate goods trade and fragmentation in East Asia when the
FTA arrangement in East Asia is implemented, The results are as follows, First, the
share of intra-regional trade in the intermediate goods in East Asia has increased over
time, implying the deepening of interdependency in intermediate goods trade within
the East Asia, Second, Korea is a net exporter in intermediate goods trade for China
and ASEAN, whereas it is a net importer for Japan. Japan is a high net exporter for
all East Asia, while China is a net importer for Korea, Japan and ASEAN. If FTA
arrangement in East Asia is implemented, Japan and Korea will be key suppliers of
the intermediate goods for East Asia, while China and ASEAN will play a role of the
manufacturing factory through the import of intermediate goods. Third, Korea has a
comparative advantage in intermediate trade of electric and electronics and transport
vehicle industry in East Asia. Japan has a comparative advantage in all of electric and
electronics, transport vehicle, precision instrument, general machinery industry,
whereas China has a comparative advantage only in electric and electronics
intermediate trade in East Asia. The intra-industry trade of the intermediate goods in
precision instrument, general machinery industry is expected to grow among Korea,

Japan and China,

{Key Words) Fragmentation, Trade in Intermediate Goods, FTA in East Asia
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