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Abstract 

This paper analyzes the possibility of creating a single currency in East Asia. The level of 

interdependence in East Asia has almost matched the level in Europe, at least that in Europe 

in 1980-90 when Europe introduced a common currency. Therefore, this paper assesses if East 

Asia, especially ASEAN + 3 (China, Japan and South Korea) would be able to create a single 

currency. This is the central question to answer in this paper. In order to see if it is possible to 

introduce a single currency in East Asia, I use the optimum currency area theory, which 

defines the optimum geographical area for a single currency. This theory indentifies several 

conditions to be fulfilled, in order to form a currency area. Therefore, I first look at the Euro 

as an example of optimum currency area and then move on to an empirical analysis on a 

single currency in East Asia, by evaluating if East Asia fulfills the theoretical pre-conditions. 

Finally, the steps towards creating a single currency in East Asia will be discussed. 

  

 

 

 

 

 

 

 

 

 

 

 



ii 
 

Contents 

1. Introduction             1 

2. Theoretical and institutional background          2 

2.1 Single currency            3 

2.1.1 Costs and benefits            4 

2.2. Optimum currency area           5 

2.3. Euro             7 

2.3.1. History             7 

2.3.2. Structure            11 

2.3.3. Effects after creating Euro          13 

2.3.4. OCA criteria           14 

2.3.5. Problems of Euro           19 

3. Single currency in East Asia          20 

3.1. Background           20 

3.2. Current economic situation in Asia         23 

3.3. OCA Criteria and Convergence criteria        25 

3.4. Obstacles of creating Asian common Currency        33 

4. Steps towards creating a single currency in East Asia       36 

5. Conclusion             41 

6. Appendix             44 

7. References             53 

 

 

 



1 
 

1. Introduction 

 In recent years,  East Asia’s power has increases and East Asia has moved forward to 

regional integration. The surge of movement towards regional integration was started by the 

Asian financial crisis in 1997. This incident revealed the weakness in the financial and 

structural sections in East Asia, and highlighted the need for reform and cooperation among 

regions in order to prevent further shocks. One of the options is to make a monetary union in 

the region. In fact,  the idea of establishing a common currency in East Asia has been 

discussed by many policymakers and authors. (Williamson, 2000, Ogawa, 2002, Kuroda, 

2004, Chino 2004, Crowley and Quah 2009) However, East Asia has  yet to create this 

universal currency.  

 It had been said that the euro zone was a big success up until the eruption of the financial 

crisis. However, with the Euro zone is currently in trouble because of financial crisis, the 

question arises: is Europe actually an optimum currency area? What are the problems  

associated with the euro zone? Is it even possible for East Asia to adopt a single currency? 

What kinds of problems will East Asia face and what kinds of process will East Asia have to 

take to achieve a single currency? In order to answer those questions, the history and 

experiences of the euro zone should be  observed carefully.  

The objective of this paper is to make an assessment  in the possibility of creating a single 

currency in East Asia, especially ASEAN + 3, based on a framework of optimum currency 

area (OCA) theory first suggested by Mundell (1961). It is important to investigate the 

possibility of creating a single currency in East Asia, because adopting a single currency or 

monetary integration cause big impacts on world economy and might change the economic 

power balance in the world. This paper first defines what the single currency is and what 

benefits and costs it will cause after  adopting it. In the second section, theoretical and 
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institutional background is discussed. This section first introduces optimum currency area 

theory that outlines criteria  that give guidelines to assess the possibility of creating a single 

currency.  This section also states the process of how the euro was made and the effects  it 

had on its member countries. . This paper then makes an assessment on whether the euro 

actually fulfills  its criteria, in terms of the current financial downfall in Europe. The third 

section looks at the current economic situation in East Asia and then examines if East Asian 

countries or ASEAN + 3 meet the requirements of  its criteria to assess the possibility, as 

well as investigate potential problems, which keep away an adoption of a single currency. In 

the fourth section, the steps towards creating a single currency in East Asia are discussed. 

Finally, in the last section, a conclusion is presented. 

 

2. Theoretical and institutional background 

2.1. Single currency 

 A single currency is a currency used in a region.  Although there are a lot of currencies in 

the world, the two outstanding international currencies are the dollar and Euro. The dollar is 

used not only in the United States, but also in many other regions. The Euro is used in 17 

countries  throughout Europe.  

There also exist many currencies in Asia, for example Japanese yen, Chinese yuan, Korean 

won and so on. However, Asia does not have a single common currency. Therefore, in the 

case of international transaction, it is often required to exchange the national currency to 

international currencies, mostly dollar and euro, for the medium of trade. This lays a burden 

particularly on countries using currencies  other than the dollar and euro. These countries 

suffer great disadvantages in the international competition. 
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2.1.1. Costs and benefits 

 What kinds of effects does  a single currency have on  a region? One of the main benefits 

of adopting a single currency is reducing the transaction costs  between trades by removing 

the cost of exchanging currency. Firms and individuals have to incur transaction costs to 

exchange different currencies when a region has several different currencies, compared with a 

single currency in the region. The adoption of a single currency or monetary integration 

would reduce such transaction costs and benefits  both firm and individual.  Alberto 

Alesina and Robert J. Barro (2002) stated, “Money is like language - the more people speak 

the same language, the easier it is to communicate; the larger the number of people sharing 

the same currency, the easier it is to trade.” Therefore, the reduction of transaction costs 

promotes trade among countries in a monetary union.  

The risk in losing money between international transactions is also a benefit of creating a 

common currency. Assume, for example, that a company in Japan decides to buy equipment 

costing 10,000 dollars from a company in US under a flexible exchange rate. At that time, the 

exchange rate  between the dollar  and Japanese yen was  1 dollar to 100 yen, so a 

company pays 1,000,000 yen (10000 dollars). However, if the exchange rate changes to 1 

dollar = 120 yen by some shocks before the settlement date, a company in Japan has to pay 

1,200,000 yen for the equipments. Since adoption of a single currency gets rid of the 

exchange risk, it makes business planning easier and therefore investment increases.  The 

loss of exchange rate risk would increase factor mobility and trade. (Mongelli, 2002)  

Moreover, adoption of a single currency leads to price transparency by removing the 

distorting effects of exchange rate differences among countries. Exchange rate differences 

normally make it difficult to compare products and services across countries, discouraging 

trades. A single currency takes away the difficulties and makes it easier for consumers to 
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compare prices of products and services, and for businesses to compare costs. As a result, 

competition increases and thus prices decrease. The rise in competition improves economic 

efficiency.  

All benefits mentioned above drive countries in the currency union to trade and investment 

more, bringing about the mutual economic growth among a union. In fact, Rose and Wincoop 

(2001), and Baldwin et al (2005) found that countries that enter a monetary union experience 

a significant increase in trade within the union. However, adopting a single current does come 

at a price. The biggest cost of adopting a single currency or monetary integration is loss of 

national sovereignty. The loss of national sovereignty means the abandonment of freedom to 

conduct an own monetary policy for each country, since the central banks of countries in a 

monetary union are unified to one central bank in the union. As long as the united central 

bank in a monetary union develops a good monetary policy across all countries in the union, 

these problems are irrelevant. However, if each country has different aims for its economy,  

asymmetric shock is a huge possibility as it is the common central bank’s task of creating a 

positive policy for all countries is quite difficult. If the negative shock, for example, hits on 

some countries and positive shock hits on other countries in the union, it causes recession for 

some countries while leading to inflation in others. In this case, some countries must develop 

expansionary policies against the recession, while other countries may require contractionary 

policies to control inflation. However, as mentioned, a common central bank can perform only 

one monetary policy, so it would cause a big trouble among the union. Accompanied by the 

loss of the national sovereignty, the loss of seigniorage - which is the right to issue a currency 

- is the other cost of adopting a single currency. Since the seigniorage is one of sources of 

government income, governments must give up the government income from seigniorage.  
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2.2. Optimum currency area 

 Optimum currency area can be defined as an optimum geographical area suited for a single 

currency. It is important to consider this theory when we introduce a single currency or 

common currency. This theory states that countries that can benefits from adopting a single 

currency more than costs should form a monetary union. 

  Since the adoption of a common currency makes countries, which join the monetary union, 

lose autonomy in monetary policy and the exchange rate adjustment, they have to adjust 

economic gaps caused by some shocks without monetary autonomy and adjustments of 

exchange rate. The theory of optimum currency area can be used to assess if the member 

countries in a union can cope with asymmetric shocks without adjusting the exchange rate. 

Even though there are several factors to assess the optimality of a countries ability to form an 

optimum currency area, there are three notable distributors within this theory; Mundel (1961), 

Mckinnon (1963) and Kenen (1969) raised three important variables; mobility of factors of 

production, the degree of economic openness, and the similarity of economic structures. This 

paper uses these three important variables to make an assessment on whether East Asia, as 

well as Europe, satisfy the conditions of optimum currency area. 

  According to Mundell (1961), mobility of factors of production, especially labor mobility 

plays an important role to form an optimum currency area. He argues that when the 

asymmetric supply shock occurs - for example, the productivity of country A rises while that 

of country B declines - happens amongst countries in the optimum currency area, country B 

will face relatively higher prices of its products, and also employment will decline. Even if 

the country attempts to export the products in order to stop the fall of employment, since the 

price of goods remains relatively higher than that of the country whose productivity has 

increased, people refuse to buy goods with higher prices. Therefore, if the asymmetric supply 
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shock causes the decline in the level of employment in country A and the rise of it in country 

B, the labor in country A needs to move to country B in order to restore equilibrium. Thus, 

with high labor mobility, there will be no effects on unemployment rate and inflation in the 

region.   

  The degree of openness is one of crucial criteria emphasized by McKinnon (1963). He 

argues that countries with a high degree of openness to trade should form an optimum 

currency area with a fixed exchange rate. In opposition countries with a low degree of 

openness to trade should not form a monetary union because there are larger costs than 

benefits, and it is better to have a flexible exchange rate. In other words, a more open 

economy can get greater benefits from a joining a monetary union due to a reduction of 

transaction costs and risks. In fact, Bayoumi and Eichengreen (1997) revealed that it was 

much easier for European countries with high levels of bilateral trade to do monetary 

integration. In addition, the higher the degree of openness to trade, the more the domestic 

prices of products will reflect the changes of international prices of products. Therefore, when 

demand shock occurs, moving the demand from country A to country B, country A has to deal 

with a fall in demand.  In this case, Kenen (1969) contends that trade between countries 

removes the economic imbalances between them. In other words, excess demand for country 

B can be made up with exports from country A. Therefore, countries with a high level of 

economic openness are suitable for the optimum currency area. 

 Kenen (1969) also argues that countries with a similar economic structure are good 

candidates for a monetary union, because shocks on a specific sector of their economies have 

similar effects. Therefore, they need less monetary policies or exchange rate adjustments by 

themselves. Assume that country A is an agricultural country, and country B is an industrial 

country. If a shock within the agricultural sector happens, decreasing the demand for 
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agriculture, country A would depreciate its exchange rate to increase exports of other sectors 

under the flexible exchange rate. This is not possible to do under a fixed exchange rate. 

Therefore, country A’s economy suffers greatly from the loss in demand. Moreover, even if 

shocks were to hit on the agriculture sectors of both countries, the impacts on countries would 

differ - that is, country A sustains bigger damages than country B does, since the proportion of 

agricultural sector of country A is higher. However, if both of countries are agricultural 

countries, or industrial countries, both countries get a shock on same sectors with similar 

degrees. This means that countries, which have similar economic structure, do not suffer from 

asymmetric shocks. Therefore, those countries should form a monetary union. 

 Alberto and Barro (2002) extended these types of models and discussed that small open 

economy, which has a big trade partner, with a history of high inflation and with a business 

cycle highly correlated with that of the potential anchor country should form a monetary 

union.. The authors investigated the costs and benefits of adopting a single currency, and 

found out that countries that fulfill those criteria got more benefits, such as the reduction of 

transaction costs than costs such as the loss of independent monetary policy. In addition, if the 

countries have business cycles highly correlated with anchor country, they would not face 

asymmetric shocks. Since those countries will benefits more than costs, they should form a 

monetary union. 

 

2.3. Euro 

2.3.1 History 

 The origin of the euro dates back to the European Coal and Steel Community (ECSC) 

established in 1952, which was the start of economic integration in Europe. The founding 

members were France, Germany, Belgium, Netherland, Luxemburg and Italy. The purpose of 
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this organization was to prevent another war after World WarⅡbetween Germany and France. 

Six years after establishing ECSA, European Economic Community (EEC) was established in 

1958, which aimed to integrate sections of the participating countries economies (such as 

agriculture and manufacturing) in order to facilitate the trade by forming a common market 

and removing trade barriers. Also, in 1958, European Atomic Energy Community (EAEC) 

was founded to develop the atomic energy industry, since atomic energy was expected as new 

energy because of a lack of coal and petroleum. In 1967, these three organizations, ECSC, 

EEC, EAEC, were integrated into one organization, named European Communities (EC). EC 

formed a customs union, which removed tariffs among countries in the EC and set common 

tariffs to other countries outside the EC. The EC developed as one of three pillars of the EU. 

In 1970, the president of Luxemburg, Werner, presented a report, the so-called Werner report, 

proposing the creation of the Economic and Monetary Union (EMU), aimed at making a 

single currency in the region. However, this plan was never implemented due to pressure from 

the United States. In 1979, the nine members of EEC (Belgium, Denmark, France, Germany, 

Italy, Ireland, Netherland, Luxemburg and the United Kingdom) proposed the creation of the 

European Monetary System (ESM), with the exchange rate mechanism (ERM) which 

introduced fixed but adjustable exchange rates within the range of ±2.25 among the 

currencies in the EEC in order to cope with the economic instability and volatility of 

currencies caused by exchange rate fluctuations in the US dollar. In 1986, the single European 

act was made to establish a single market. In 1989, Delors report was presented by Jacques 

Delors, the 8th president of the EC. This report recommended three stages to accomplish the 

creation of a single currency in Europe. (Figure 1) 

The first stage aimed at completing the internal market and removing restrictions to facilitate 

the mobility of labor, goods and services, while strengthening the cooperation between central 
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banks to prepare for further financial integration. The first stage was performed during 

1990-1993. In addition, the Maastricht Treaty was signed in 1992, and performed in 1993, 

which established the European Union (EU) and led to the creation of the euro. The founding 

members of the EU were 12 countries which were current members of the EC; Belgium, 

Denmark, France, Germany, The United Kingdom, Greece, Ireland, Italy, Luxemburg, 

Netherland, Portugal, Spain. This treaty also introduced economic convergence criteria such 

as inflation rates, government finances, exchange rates and long-term interest rates in order 

for EU countries to adopt a single currency. The main task of second stage in creating a 

common currency was to strengthen the cooperation of macroeconomic policies. This stage 

required that the participating countries make preparations for adopting a single currency, 

respecting economic convergence criteria, which are discussed details in next section, while 

establishing the European Monetary Institute (EMI) which becomes the European Central 

Bank (ECB) later. The second stage was performed during 1994-1998. In 1995, the Madrid 

European Council decided to call this single currency the “Euro” and to adopt euro on 

January 1st in 1999. 

The third and final stage started with irrevocable fixing exchange rates of the currencies of 

11 member countries (Greece did not fulfill the convergence criteria), and introduced the euro 

as a single currency, even though there was not paper money at that time. Among the euro 

zone, the European system of Central Bank conducts the single monetary policy. After 3 years 

from the introduction of the euro, all previous currencies (of the participating nations) were 

no longer and the euro became the dominant currency of Europe.   

These three stages were a very rational way to form a Economic and Monetary union. 

Therefore, it might be possible for East Asia to follow these steps. 

The adoption of the euro took approximately 50 years from the start of economic integration 
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and also took about 30 years dated from Werner report, which presented the idea of adopting a 

single currency for the first time. From this point of views, it takes much time to adopt a 

single currency in the region successfully, since it requires a lot of efforts of all countries. 

 

Figure 1: Three stages to Economic and Monetary Union 

 

Source: European Central Bank (ECB)  
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2.3.2. Structure 

The euro is currently used in seventeen countries: Austria, Belgium, Cyprus, Estonia, 

Finland, France, Germany, Greece, Ireland, Italy, Luxemburg, Malta, Netherland, Portugal, 

Slovakia, Slovenia and Spain. Countries, which wish to join the euro zone, must meet the 

convergence criteria set by Maastricht Treaty in 1992. The five convergence criteria are as 

follows: 

1. Price stability: Inflation should be no more than 1.5 percentage points higher than the 
average of the three best performing member states of the EU.  

2. Government deficit: The ratio of the annual government deficit to gross domestic product 
(GDP) must not exceed 3% at the end of the preceding fiscal year. If not it is at least required 
to reach a level close to 3%. Only exceptional and temporary excesses would be granted for 
exceptional cases. 

3. Government debt: The ratio of gross government debt to GDP must not exceed 60% at the 
end of the preceding fiscal year. Even if the target cannot be achieved due to the specific 
conditions, the ratio must have sufficiently diminished and must be approaching the reference 
value at a satisfactory pace. 

4. Exchange rate: Applicant countries should have joined the exchange rate mechanism 
(ERM II) under the European Monetary System (EMS) for two consecutive years and should 
not have devalued its currency during the period. 

5. Long-term interest rates: The nominal long-term interest rate must not be more than 2 
percentage points higher than in the three lowest inflation member states. 

 It is fundamental to meet these requirements and makes the idea of a common monetary 

system run smoothly as well as maintaining its credibility. The factors for the convergence 

criteria of EU member countries just before adoption of euro are shown in Table 1. Regarding 

CPI inflation rate, fiscal balance and long-term interest rate, most of the countries fulfilled the 

criteria. On the contrary, more than half of the countries (except Slovakia, Malta, Cyprus, 
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Slovakia and Estonia, which joined the euro zone recently) did not meet the requirement level 

of gross debt. In Belgium and Italy especially, the levels of gross debt were quite far from the 

requirement. In spite of the fact, EU judged that it would not become a problem, since the 

amount of gross debt of countries that did not fulfill the criteria was close to the reference 

value, except Belgium and Italy. 

 
Table.1: Convergence criteria just before adoption of euro (1998) 

Adoption 
year 

 CPI Inflation 
rate 

% of GDP 

Fiscal 
balance 

% of GDP 

Gross debt 
% of GDP 

Long-term 
interest rate 

1999 Reference 
value 

2.2 -3.0 60.0 7.8 

Austria 0.8 -2.4 64.4 5.6 
France 0.7 -2.6 59.4 5.5 
Germany 0.6 -2.3 60.5 5.6 
Belgium 0.9 -0.9 117.2 9.8 
Ireland 2.1 2.4 53.0 6.2 
Italy 2.0 -2.7 114.2 6.7 
Spain 1.8 -3.0 64.1 6.3 
Netherland 1.8 -0.9 65.7 5.5 
Portugal  2.2 -3.5 50.4 1.8 
Luxemburg  1.0 3.4 7.1 5.6 
Finland 1.3 1.6 48.4 5.9 

2001 Greece 4.5 No data 94.5 9.8 
2007 Slovenia 7.9 -2.4 23.1 No data 
2008 Malta 3.7 -9.9 53.4 5.75(2000) 

Cyprus 2.3 -4.2 59.2 7.55 
2009 Slovakia 6.9 -5.3 34.5 8.33(2000) 
2011 Estonia 8.8 -0.7 6.0 No data 

Source: Eurostat; European Monetary Institute, Convergence Report, 1998; 
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In addition, the euro zone requires member countries to keep the criteria of government deficit 

and gross debt to maintain the stability of the euro after the adoption of it. If they cannot 

satisfy the criteria, the countries must pay a penalty, although the system actually has not 

worked at all. 

2.3.3. Effects after creating Euro 

The effect of adopting the euro can especially be seen in the long-term interest rate (Figure 

A1). Despite the fact that there was a big gap among the countries in 1995, the gap almost 

diminished in 2002 caused by an adoption of the euro.  It seems that inflation rates had 

enjoyed a good effect of adopting the euro (Figure A2). Inflation rates of the twelve countries 

in the euro zone have converged since 2001, and in 2007, the gaps of inflation rates between 

member countries were within 2 percent. In addition, inflation rates had been stable until the 

financial crisis in 2008. 

It was highly expected that the adoption of the euro would push the growth rate of the real 

GDP. However, Figure A3 shows that the real GDP growth rate did not rise and rather it 

declines after the adoption of the euro.  

 Comparing the early 1990s to 2000s, the unemployment rates in the euro zone countries 

have declined; however, they are still at high levels, indicating that the labor mobility in the 

euro zone is not high enough. (Figure A4) 

The gross debt in the percentage of the GDP in countries within the euro zone is shown in 

Figure A5. Since the member countries have to keep their gross debt to GDP less than 60 

percents, it should be seen the apparent effects on this variable. Despite the fact, it is uncertain 

that an adoption of the euro affected Gross debt percentage of GDP, and therefore the trend of 
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convergence on this variable are hardly seen. This is understood from the fact that many 

countries, especially Greece, Ireland and Italy, in the euro zone, in fact, have not satisfied this 

criterion, and have led to current financial crisis in the euro zone. 

2.3.4. OCA criteria 

Labor mobility 

 

Table 2: Stocks of foreign labor forces in euro zone (thousands) 
Countries Numbers of foreign workers % of total labor force 

1998 2002 2006 1998 2002 2006 
Austria 327.1 370.6 432.9 9.9 11.2 12.7 
Belgium 394.9 393.9 449.8 8.9 8.6 9.2 
Finland No data 46.3 58.4 No data 1.8 2.2 
France 1586.7 1623.8 1407.3 6.1 6.1 5.2 
Germany 3501 3634 3528 8.7 9.2 8.5 
Greece 169.8 258.9 328.8 3.7 5.5 6.7 
Ireland 53.7 101.7 No data 3.3 5.5 No data 
Italy 660.6 829.8 1475.7 2.9 3.8 6.0 
Luxemburg  134.6 175.1 207.1 57.7 61.2 64.9 
Netherland 269.5 295.9 283.8 3.6 3.7 3.3 
Portugal 88.6 288.3 No data 1.8 5.3 No data 
Spain 197.1 831.7 1824 1.2 4.5 8.5 

Source: OECD 

 

In order to assess the degree of labor mobility, it is necessary to look at the number of 

foreign workers in a region. Table 2 shows the stocks of foreign labor forces and percentage 

of total labor forces for 12 countries in the euro zone from 1998 to 2006. However, there are 

huge limitations in this, as it does not show where the foreign workers are from (uncertain 

that the labor comes from the countries in the union). Unfortunately, it was not possible to 

access data of labor mobility between euro zone countries. However, the total numbers of 
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foreign workers can still be a good indicator to analyze labor mobility. Therefore, it is likely 

that the euro zone countries cannot cope with asymmetric shocks with labor mobility. 

It is clear that the numbers of foreign workers in most of countries have been increasing 

since 1998, which is the year before the adoption of the euro. The increases in percent of labor 

force in Spain and Italy are remarkable. 

 The problem in evaluating the degree of labor mobility is that Mundell (1961) and other 

researchers do not give actual levels of labor mobility, which satisfies a condition for 

optimum currency area. However, it is doubtful that the euro zone fulfills the conditions for 

optimum currency area regarding labor mobility. In fact, as seen in the previous section, 

unemployment rates in the member countries in the euro zone are still high. Moreover, 

according to Eurofound (2007), although different member countries have different levels of 

labor mobility, only 4% of Europeans have ever moved to another member country and only 

3% outside the Union. This is definitely a low level of labor mobility.  

Openness to trade  

The degree of economic openness is measured as the average imports and exports divided by 

total trade in merchandise and services in percentage of gross domestic product. As shown in 

Table 3, the degrees of openness of the 12 countries have also been rising since 1990. 

However, there are big gaps among the countries. The degree of economic openness for 

France, Greece, Italy and Spain are quite low compared to the 4 best performing countries 

Belgium, Ireland, Luxemburg and Netherland. These gaps can be a cause of economic 

imbalances. The problem is, even though the degrees of economic openness of the four worst 

performing countries have risen, the pace is very slow. For instance, the degree of economic 

openness of France rose only 3.25 percentage of GDP, while Luxemburg experienced 84.86 of 

it. This result states that the euro zone does not fully satisfy the condition for optimum 
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currency area in terms of the degree of economic openness.  

 

Table 3: The degree of economic openness in euro zone 
 1990 1995 2000 2005 2010 
Austria 37.54 34.08 45.18 51.72 51.44 
Belgium No data 67.97 89.74 97.376 99.33 
Finland 22.93 32.369 38.9 39.42 37.57 
France 23.11 23.01 29.32 27 26.36 
Germany 25.52 23.01 32.73 37.31 41.9 
Greece 19.03 18.54 28.71 24.16 22.84 
Ireland 53.35 66.95 87.09 74.81 91.33 
Italy 19.16 23.98 26.01 25.49 26.84 
Luxemburg  52.45 84.29 129.72 137.61 137.31 
Netherland 52.08 55.41 69.92 71.84 78.82 
Portugal  31.43 29.05 32.93 31.37 34.06 
Spain 17.28 22.26 29.63 27.44 26.49 

Note: Openness to trade is defined as average of imports and exports divided by total trade in merchandise 

and services in percentage of gross domestic product. 

Source: UnctadStat 

 

Similarity of the economic structures 

The economic structures of countries normally consist of three sectors: agriculture, industry, 

and services. Therefore, it is best to look at the share of those three factors within their 

economies in order to investigate which sector is dominant in addition to the similarities 

between countries.  

 Table 4 presents the share of the three sectors in percent of GDP for countries in the euro 

zone. It is straightforward that the service sector is dominant in all euro zone countries. and 

also agriculture sector has the lowest percentage of GDP in all euro zone countries. Therefore, 

it seems that countries in euro zone have similarity in economic structures, which helps not to 

suffer from asymmetric shocks.  
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 However, this analysis has a limitation. Although the economic structures of the euro zone 

countries are similar at this aggregate level, there, of course, exists diversity within their 

service sectors; the service sector consists of several different industries such as tourism, 

telecommunication, finance services, education and so forth. Accordingly, it is necessary to 

get precise information of their service sectors, though it was not possible to access to the 

data. 

 
Table 4: Economic structure in euro zone, 2010 

 Agriculture 
Value added 
% of GDP 

Industry 
Value added 
% of GDP 

Services 
Value added 
% of GDP 

Austria 2 29 69 
France 2 (2009) 19(2009) 79(2009) 
Germany 1 28 71 
Belgium 1 22 78 
Ireland  1 (2009) 32(2009) 67 (2009) 
Italy 2(2009) 25 73 
Spain 3 26 72 
Netherland 2 24 74 
Portugal  2 23 74 
Luxemburg  0 13 87 
Finland 3 29 68 
Greece 3(2009) 18 (2009) 79 (2009) 
Slovenia 2 32 66 
Malta 2(2009) 33(2009) 65(2009) 
Cyprus 2(2008) 20(2008) 78(2008) 
Slovakia 4 35 61 
Estonia 3(2008) 29(2008) 68(2008) 

Note: shaded numbers are biggest share of the economic structures in the countries 

Source: The World Bank 
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Alberto and Robert’s criteria 

Alberto and Barro (2002) descirbed business cycle should be highly correlated with that of 

an ‘anchor country’. The potential ‘anchor country’ in the euro zone was Germany. Therefore, 

it is necessary to look at the correlation of business cycle between other member countries 

and Germany. The methodology to analyze the correlation of business cycle is to look at 

growth rates of real GDP and unemployment rates and analyze if they move in a same manner 

with that of the ‘anchor country’ – Germany.  

Table 5 shows the correlation in of the real GDP between the twelve countries in the euro 

zone. It is obvious that the growth rate of the real GDP of all countries in the euro zone is 

positively and highly correlated with Germany, except Greece, which is correlated with 

Germany but weakly. 

 
Table 5. Correlation of growth rates of real GDP, 1996 - 2010  

 
Source: Eurostat 

 

The correlation in unemployment rates between the twelve member countries in the euro 

zone is shown in Table 6. Unemployment rates of Greece, Ireland, Italy, Portugal and Spain 

are negatively correlated with that of Germany. In terms of unemployment rates, only Austria, 

Belgium and the Netherlands are highly correlated with Germany.  Therefore, it is 

Germany Austria Belgium Finland France Greece Ireland Italy Luxemburg Netherland Portugal Spain
Germany 1
Austria 0.895526 1
Belgium 0.83905 0.900134 1
Finland 0.880443 0.937157 0.923895 1
France 0.83665 0.925747 0.900962 0.922389 1
Greece 0.332508 0.527497 0.504402 0.584988 0.599963 1
Ireland 0.505791 0.724554 0.72244 0.795222 0.7734 0.696794 1
Italy 0.893139 0.889286 0.889319 0.945455 0.934727 0.570561 0.759364 1
Luxemburg 0.767882 0.903171 0.909829 0.869835 0.944202 0.56494 0.764852 0.854395 1
Netherland 0.829336 0.909743 0.879294 0.900077 0.880803 0.487054 0.785135 0.831881 0.855919 1
Portugal 0.658586 0.782398 0.754374 0.80888 0.828025 0.39404 0.84293 0.760609 0.786952 0.899731 1
Spain 0.666055 0.83726 0.795845 0.855549 0.901185 0.846984 0.854556 0.846616 0.886445 0.81535 0.736751 1
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questionable that business cycles of the countries in the euro zone are correlated. 

 

Table 6. Correlation of unemployment rate, 1996-2010 

 
Source: Eurostat 

  

2.3.5. Problems of the euro zone 

 One problem with the euro zone that is often discussed comes from asymmetric shocks. As 

discussed in section 2.1.1, monetary policies are unified in the euro zone, and therefore 

member countries lose the power to cope with asymmetric shocks. In order to keep 

asymmetric shocks from happening, countries must share financial mechanisms and also 

control the management of finance properly, while having a mechanism of financial support 

to help some countries that suffer the recession in a union. The euro zone, however, allows 

member countries to maintain their independent financial or fiscal policy, such as tax, while 

monetary policies are unified. The divergence of fiscal policies leads to the divergence of 

economic situations such as growths rate among member countries. This could create 

asymmetric shocks. Eventually the euro zone began crumbling as a mechanism for support 

did not exist in the union.  

As mentioned in section 2.3.2, there are convergence criteria that countries must fulfill to 

Germany Austria Belgium Finland France Greece Ireland Italy Luxemburg Netherland Portugal Spain
Germany 1
Austria 0.677336 1
Belgium 0.499032 0.549987 1
Finland 0.141201 -0.08277 0.667537 1
France 0.227647 0.263965 0.887083 0.811729 1
Greece -0.17131 -0.16155 0.302266 0.741999 0.638273 1
Ireland -0.40191 0.163246 0.47301 0.38956 0.582714 0.316258 1
Italy -0.01562 -0.28462 0.523244 0.900157 0.770314 0.770219 0.300689 1
Luxemburg 0.162597 0.651392 0.031618 -0.60053 -0.23826 -0.47842 0.179344 -0.73966 1
Netherland 0.564605 0.621752 0.858362 0.580294 0.706485 0.095551 0.441705 0.297278 0.223516 1
Portugal -0.11378 0.561686 0.127763 -0.41592 -0.03735 -0.22685 0.560182 -0.5693 0.850689 0.282489 1
Spain -0.38891 0.014027 0.523529 0.595644 0.699232 0.562473 0.939796 0.578899 -0.0901 0.41204 0.274275 1
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adopt the euro and also after the adoption of the euro. Even when member countries violate 

these criteria, the particular violator is admitted temporarily until the problem is fixed. Usually, 

however, the system of warnings and punishment for the countries that break the criteria, in 

fact, does not work. Moreover, there was no mechanism for member countries to monitor the 

economies of one another. Thus, some member countries such as Greece had much leeway. In 

2009, Greece changed the outlook for financial balance from -3.7 percent to -12.7 percent, 

and then changed it again to -15.4 percent. In order to solve these problems, a mechanism was 

created in order to observe the economic situation of participating countries every 6 months. 

This was known as the European semester.  

Another problem can be the convergence criteria itself. The Maastricht convergence criteria 

care only a single year fulfillment of those criteria, except exchange rate criterion. In other 

words, if countries that wish to join the euro zone satisfy those criteria for only a single year, 

except exchange rate criterion, they can join the euro zone, even if there is high possibility for 

the countries to violate those criteria. This means that countries which wish to join the euro 

zone can just use monetary and fiscal policies to achieve the criteria before an assessment is 

made; those countries can also make false declaration about their economic conditions, as like 

Greece did regarding its financial balance, to fulfill the criteria. Therefore, it should be 

considered to make criteria to satisfy for a few years. 

 

3. Single currency in Asia 

3.1. Background  

In recent years, the movement towards regional integration has gotten stronger in East Asia 

and thus the level of economic interdependence has gotten higher. The Asian financial crisis, 

which happened in 1997, caused a large interest in regional integration. This caused a large 
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negative shock amongst most countries in East Asia and gave rise to a necessity for regionally 

economic and financial cooperation to prevent a future crisis in Asia, since the crisis revealed 

some structural and financial weaknesses in East Asia.  

What structural and financial problems in East Asia are exposed by the Asian financial crisis 

in 1997? Many economists mentioned that the main reason behind the Asian financial crisis 

was that the currencies of most East Asian countries were pegged to the US dollar. The 

currencies highly pegged to the US dollar were easily affected by the monetary policies or 

exchange rate policies by the United States. Therefore, when the United States changed their 

policies from a weak dollar policy to a strong dollar policy, the currencies highly pegged to 

the US dollar, had to raise their value. The rise in currency value, of course, led to a decline in 

exports of the countries, bringing deterioration of financial balances. This also lowered the 

credibility of East Asian currencies and lead to the hedge fund to sell their currencies, 

especially Thailand Baht. At the end, Thailand had no choice but to shift their pegged 

exchange rate regime to a floating exchange rate regime, which caused an extreme decline in 

the value of the currency and thus many companies went bankrupt, leading to high 

unemployment rates. This did not only happen in Thailand Baht but also in Malaysia and 

Indonesia. However, the main problem was actually not that the currencies in East Asia were 

pegged to the US dollar, but they sought all three factors (the impossible trinity) (figure A6): 

The impossible trinity consists of free capital flow, fixed exchange rates and sovereign 

monetary policies. Despite Thailand adopting a fixed exchange rate with the US dollar, the 

government tried to promote a free capital flow, as well as adopting a high interest rate policy. 

If the countries strictly controlled the capital flow, they would have not faced an Asian 

financial crisis, even if they adopted a fixed exchange rate originally. This moral hazard led to 

the Asian financial crisis. 
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From this experience, East Asian countries have started trade liberalization policies, and 

enhanced economic cooperation to solve structural and financial weaknesses, on the way to 

economic integration. As a first step for economic cooperation to prevent future crisis, and 

also to cope with a future crisis in case it happens, ASEAN + 3 countries made The Chiang 

Mai Initiative in 2000, which is a bilateral currency swap agreement. This covers a 16 

bilateral currency swap agreement, which allows countries borrow money from the others 

(Figure A7) when a crisis happens. For example, if the Philippines were exposed to a  

negative shock, the Philippines would be allowed to borrow money from Japan, Korea, China 

and other ASEAN countries. The size of swaps accounted reached 83 billion US dollars in 

2007 and in 2009 ASEAN + 3 countries agreed to expand the fund to 120 billion US dollars, 

and the Chiang Mai Initiative developed into a multilateral swap agreement.  

The Asian financial crisis also compelled the East Asian countries to develop the Asian Bond 

Market as an alternative source of financing. This eliminated the reliance on banks, since East 

Asia heavily depended on banks in the past. The Asian Bond Market would get rid of the 

double mismatch problem, which was one of the main reasons behind the crisis.  (mismatch 

between foreign currencies borrowed short-term and lent long-term in domestic currencies.) 

Therefore, the main objective of the Asian Bond Market was to mobilize the abundant savings 

in the region to a regional long-term investment, in order to remove a double mismatch and 

prevent a future crisis. In order to achieve that, ASEAN + 3 finance ministers made the Asian 

Bond Markets Initiative (ABMI) in 2003. ABMI has performed facilitating access to the 

market through issuers and investors and also strengthened infrastructure of market for 

investment, while improving inflation in bond markets. 
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3.2. Current economic situation in East Asia 

Exchange rate regime 

 The Asian financial crisis in 1997 made most Asian countries change their exchange rate 

regime, from a fixed exchange rate regime pegged to the US dollar to a flexible exchange rate 

regime. Although a pegged exchange rate regime has a high risk of further financial crisis, 

IMF (2008) reported that exchange rate regimes in East Asia go back to pre-crisis regime. 

According to IMF, Japan, Korea, and Philippines adopt flexible exchange rate regimes. 

Indonesia, Thailand, Malaysia, Cambodia, Lao PDR, Myanmar and Singapore take controlled 

floating regime. In addition, China Brunei and Vietnam use fixed exchange rate regime.  

 This can be seen as a coordination failure. Many countries in East Asia had taken a fixed 

exchange rate pegged to the US dollar to secure exports to the United States, since these 

countries emphasized an economic policy line with a high level of exports. However, if a 

country in a region changes its exchange regime from fixed to flexible, under the 

circumstances in which other countries in the region do not change their exchange regimes, 

the country would lose its international competitiveness. In fact, Ogawa and Ito (2002) used 

game theory and revealed the possibility of coordination failure regarding exchange rate 

regimes in countries. He argues that if other countries’ effects of exchange rate on account 

balance exceed those of its own country, coordination failure can happen. 

FTA, EPA, regional cooperation 

 Although ASEAN countries signed the ASEAN Free Trade Area (AFTA), which aims at 

eliminating tariffs and at liberalization of trade in 1992, the surge of movements towards 

economic integration in East Asia had started after the Asian financial crisis in 1997. In fact, 

in 2005 China and ASEAN countries, also in 2007 Korea and ASEAN countries signed the 

Free trade area (FTA). Also, Japan and ASEAN countries signed the Economic Partnership 



24 
 

Agreement (EPA) in 2008, which aims not only at facilitating trades with elimination of 

barriers for trade, but also at strengthening other economic cooperation between countries.  

 Although trade cooperation through FTAs has become widespread in East Asia, the problem, 

which has been discussed, is that there still does not exist FTAs between China, Japan and 

Korea. However, China, Japan and Korea have agreed to start FTAs negotiations this year on 

May 14, 2012. It is highly expected that this trilateral FTA would boost the economic growth 

in the region and deepen the economic integration, as well as improve the political issues 

among them. Also, there is an idea to make FTA among ASEAN + 6 (China, Japan, Korea, 

India, Australia and New Zealand). In fact, the economic ministers of Japan and ASEAN 

agreed to start negotiations by the end of this year to make the Asian-wide FTA, involving up 

to sixteen countries (ASEAN + 6). This Asian-wide FTA is called the regional Comprehensive 

Economic Partnership (RCEP) and this is suggested by ASEAN countries. If this plan is 

materialized, a huge FTA, including more than thirty hundred million people, will be 

established, boosting economies in the region. 

Trade in East Asia 

  
Table 7. Intraregional Trade Share 

Region 1990 1995 2000 2005 2009 
ASEAN 18.84 23.95 24.69 27.18 25.9 
ASEAN +3 29.41 37.52 37.32 38.82 38.45 
East Asia (15) 43.07 51.84 52.24 55.32 52.98 
NAFTA 37.9 43.1 48.8 46.1 39.4 
EU 66.8 66.9 66.3 66.2 65.1 

Source: Asian Development Bank (ADB), IMF 

 

The ratio of intraregional trade in East Asia is getting higher. Table 7 shows that the ratio of 

intraregional trade in East Asia (15) – ASEAN + 3 plus Hong Kong and Taipei - exceeds that 
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in NAFTA. However, the ratio of intraregional trade in ASEAN + 3, which is the most 

considered framework of adopting a single currency, is low, compared to EU. 

3.3 Convergence criteria and OCA criteria 

Maastricht Convergence Criteria 

 

 Table 8: Convergence Criteria in East Asia, 2010 
 CPI Inflation 

rate 
% of GDP 

Fiscal 
balance 

% of GDP 

Gross 
debt 
%of 
GDP 

Long-term 
interest rate 

Reference Value 2.07 -3.0 60.0 4,35 
Indonesia 5.1 -0.7 26.936 6.6 
Malaysia 1.7 -5.6 54.2 3.52 
Philippines 3.8 -3.5 47.34 5.46 (2012) 
Thailand 3.3 -2.5 44.07 3.6 
Cambodia 4.0 -4.8 30.29 No data 
Vietnam  8.9 -6.6 (2009) 52.85 10.28 (2012) 
Lao PDR 6.0 -2.3 60.5 No data 
Myanmar  7.7 0.7 (2000) 43 12.0 
Brunei  0.4 6.2 (2009) 0 No data 
Singapore  2.8 1.7 (2009) 97.2 2.37 
Japan -0.7 -8.4 220.28 1.15 
China  3.3 -1.6 17.71 3.39 (2012) 
Korea 2.9 1.4 30.86 4.59 

Source: The World Bank, International Financial Statistics (IFS); Asian Bonds Online 

 

 As mentioned, EU countries have to satisfy the convergence criteria proposed by Maastricht 

Treaty in 1992. Even though it might not be possible to apply the convergence criteria to East 

Asia without any changes, the convergence criteria are quite helpful to see the currency 

economic situations in East Asia and assess the feasibility of forming a monetary union. 
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Therefore, this section uses the convergence criteria as indicators for analyzing possibilities of 

creating a monetary union in Asia.  

 Table 8 summarizes macroeconomic indicators regarding the convergence criteria. With 

regard to inflation rate, Maastricht criterion states that inflation should be no more than 1.5 

percentage points higher than the average of the three best performing countries. In the case 

of East Asia, at present, best performing countries, which keep inflation rates at a low level, 

are Japan with -0.7, Brunei with 0.4 and Malaysia with 1.7 percent of GDP. Therefore, the 

reference rate is calculated with (-0.7 + 0.4 + 1.7)/3 + 1.5 ≒ 2.07. No other countries 

besides best performing countries meet the criterion. 

In respect to the fiscal balance, the annual government deficit to gross domestic product 

(GDP) must not exceed 3% at the end of the preceding fiscal year. Therefore, the reference 

value is set as -3 percent of GDP. More than half of countries meet the reference value, 

though Japan and Vietnam exceed the reference value extensively.  

 The reference value of gross debt as a percent of GDP is 60 percent of GDP set by 

Maastricht Treaty. Japan and Singapore suffer from their gross debt. However, other countries 

mostly fulfill this criterion.  

 Concerning long-term interest rates, there were no actual data for Cambodia, Lao PDR and 

Brunei. Therefore, excluding those countries, half of countries do not satisfy the criterion. 

However, this might not be a big matter, since an adoption of a single currency would solve 

this criterion as the euro zone experienced.  

 Regarding an exchange rate regime, there does not exist an exchange rate stabilizing 

mechanism in East Asia. To sum up, it is clear that East Asia does not fulfill the convergence 

criteria. Not even a single country satisfies all of the convergence criteria. However, this does 

not mean it is impossible to adopt a single currency in East Asia, because European countries 
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did not fully fulfill the convergence criteria when they first introduced the euro, though the 

level of macroeconomic convergence in East Asian countries is still lower than that in the 

euro zone countries. 

OCA criteria 

Labor mobility 

 

Table 9: Stocks of foreign labor forces in East Asia (thousands) 
Countries Numbers of foreign workers  % of Total labor force 

1997 2000 2003 1997 2000 2003 
Japan  660 710 790 0.97 1.05 1.12 
Korea 253 285 373 1.17 1.3 1.68 
China  82 63 No data 0.01 0.01 No data 
Singapore 530 530 590 28.25 24.18 27.44 
Thailand 901 1103 1007 2.69 3.25 2.85 
Malaysia 1472 880 1163 16.29 9.15 11.36 
Philippines 21 No data 11 (2002) 0.07 No data 0.03 
Indonesia 35 33 33 (2002) 0.04 0.04 0.03 
Vietnam No data No data 3 No data No data 0.01 

Source: Ministry of Economy, Trade and Industry of Japan; White Paper on International Economy and 

Trade 2005 

 

 There is no doubt that East Asian countries have a very low level of labor mobility, as 

exhibited in Table 9. The countries, which have high labor mobility and fulfill the Mundell’s 

criterion, are only Singapore and Malaysia. Some countries, such as China, Malaysia, 

Philippines and Indonesia, not only have low labor mobility, but also show a decreasing trend 

of foreign labor forces in their countries. Also, although numbers of foreign workers in Japan 

and Korea have been increasing steadily, the pace is not high.  

 As you might notice, the data for Cambodia, Lao PDR, Brunei and Myanmar are missing, 

and the data for other countries are relatively old. The reason for it is that there are no 
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institutions that compile the data in East Asia, and therefore any websites do not exhibit the 

data of most of East Asian countries. The countries, which the data are easily found, are only 

Japan and Korea, which are developed countries and member countries of OECD. Therefore, 

this put the limitations to analyze the current condition of labor mobility in East Asia.  

 Even though it was not possible to find current data for labor mobility in East Asia, it is 

expected that labor mobility has been growing in East Asia, because the economic 

interdependence has gotten stronger. However, it is clear that East Asian countries do not 

fulfill the criterion of labor mobility. 

Economic Openness 

 Most of countries in East Asia have experienced a growth in the degree of economic 

openness since 1990, as shown in Table 10. It is notable that Singapore, Malaysia and 

Vietnam have very high degrees of economic openness. On the contrary, the degree of 

economic openness of Japan, Myanmar and Indonesia are extremely low. This diversity in 

East Asia would be an obstacle to form a monetary union, since they might not be able to deal 

with asymmetric shocks. However, compared to the twelve countries in the euro zone, the 

average degrees of economic openness in East Asia is actually higher. Though the degrees of 

economic openness in the euro zone were even lower than that in East Asia, the economies of 

the euro zone performed quite well up until the start of the sovereign debt crisis. From this 

perspective, even though it is doubtful that East Asia satisfies the condition of optimum 

currency area in terms of the degree of economic openness, it might be possible to form a 

monetary union. However, the diversity in the degrees of economic openness is higher than 

that in the euro zone. Therefore, before adopting a single currency in East Asia, the diversity 

in East Asian countries must be lessened; Japan, Myanmar, Indonesia and also China should 

raise their degree of economic openness to at least 30. 
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Table 10: The degree of economic openness in East Asia 
 1990 1995 2000 2005 2010 
Indonesia No data No data No data 33.36 22.77 
Malaysia 71.87 93.21 108.93 104.26 87.89 
Philippines 25.55 36.44 50.89 46.47 32.45 
Thailand 38.78 46.19 63.26 75.44 69.8 
Cambodia No data 33.96 53.54 65.75 67.94 
Vietnam  43.86 42.46 55.8 70.78 79.94 
Lao PDR 17.27 31.58 31.49 29.34 32.62 
Myanmar  7.21 17.48 32.03 26.6 16.83 
Brunei  No data No data 52.71 49.03 55.02(2009) 
Singapore  167.64 161.58 169.77 209.12 190.07 
Japan 10.3 8.93 10.86 14.43 15.63 
China  15.0 20.78 21.9 33.45 28.115 
Korea 27.69 28.13 36.08 37.53 50.98 

Note: Openness to trade is defined as average of imports and exports divided by total trade in merchandise 

and services in percentage of gross domestic product. 

Source: UnctadStat 

 

Similarity in economic structure  

 Frankly speaking, East Asia does not fulfill the criterion in regard to similarity in economic 

structure. As shown in Table 11, economic structures of East Asian countries are various. 

Countries, which have the highest level of share in industry sectors, are Indonesia, Thailand, 

Vietnam, Brunei and China. Countries where services sectors are dominant are Malaysia, 

Philippines, Cambodia, Lao PDR, Myanmar, Singapore, Japan, and Korea. Please note that 

even though the dominant industry of Cambodia, Lao PDR and Myanmar is services sector, 

they also have high share of the agriculture sector. This is different from countries such as 

Indonesia and Philippines, which possess high share of services sector as well as that of 

industry sector. In addition, it is remarkable that the agriculture sectors in Brunei, Singapore, 

Japan and Korea are little. Consequently, it is likely that some shocks affect East Asian 
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countries in asymmetric manners. 

 Table 11: Economic structure in East Asia, 2010 
 Agriculture 

Value added 
% of GDP 

Industry 
Value added 
% of GDP 

Services 
Value added 
% of GDP 

Indonesia 15.3 47.0 37.6 
Malaysia 10.4 43.6 46.0 
Philippines 12.3 32.6 55.1 
Thailand 12.4 44.7 42.9 
Cambodia 36.0 23.0 41.0 
Vietnam  20.6 41.4 38.3 
Lao PDR 30.8 27.4 41.8 
Myanmar  36.4 26.0 37.6 
Brunei  0.8 66.8 32.5 
Singapore  0.0 28.3 71.7 
Japan 1.4 (2009) 26.0(2009) 72.6(2009) 
China  10.2 46.8 43.0 
Korea 2.6 39.3 58.2 

Note: shaded numbers are biggest share of the economic structures in the countries 

Source: Asian Development Bank (ADB) 

 

Alberto and Barro’s criteria 

Regarding a small economy, the countries in East Asia, except China and Japan, have small 

economies. In addition, as shown in McKinnon’s criterion, Japan, Myanmar, Indonesia and 

also China have relatively low degrees of economic openness. 

In order to see if the countries have a big trading partner, it is best to look at trade share 

within a region. As shown in Table 12, all countries have big trading partners, which trade 

share is more than ten percent. It is apparent that the countries in East Asia have high share of 

trade with either or both China and Japan. 
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Table 12. Trade share (%), 2010 
 IN MA PH  TH CA VI LA  MY BR SI JA CH KO total 
Indonesia  6.1 1.3 4.1 0.1 1.1 0.0 0.1 0.3 11.6 14.6 12.3 6.9 58.3 
Malaysia 4.1  1.8 5.7 0.1 1.7 0.0 0.2 0.1 12.5 11.4 12.6 4.5 54.7 
Philippines 2.5 3.6  5.3 0.0 2.0 0.0 0.0 0.0 11.8 13.7 9.7 5.7 54.3 
Thailand 3.5 5.6 1.9  0.7 1.9 0.8 1.3 0.1 4.1 15.5 12.1 3.1 50.6 
Cambodia 1.7 1.8 0.1 8.0  5.6 0.0 0.0 0.0 5.6 2.4 11.9 2.6 39.7 
Vietnam  2.2 3.4 1.6 4.4 1.2  0.3 0.1 0.0 4.1 10.9 17.8 8.4 54.4 
Lao PDR 0.1 0.3 0.0 52.6 0.0 8.4  0.0 0.0 0.5 1.8 18.0 2.5 84.2 
Myanmar  2.1 3.7 0.1 29.6 0.0 0.9 0.0  0.0 8.2 3.9 28.6 4.1 81.2 
Brunei  5.9 4.7 0.1 2.0 0.0 0.2 0.0 0.0  10.2 34.2 8.7 12.8 78.8 
Singapore  7.5 11.8 2.5 3.5 0.4 1.4 0.0 0.2 0.2  6.1 10.6 4.9 49.1 
Japan 3.0 2.8 1.3 3.8 0.0 1.1 0.0 0.1 0.3 2.3  20.7 6.2 41.6 
China  1.4 2.5 0.9 1.8 0.1 1.0 0.0 0.2 0.0 1.9 10.0  7.0 26.8 
Korea 2.6 1.8 1.0 1.2 0.0 1.5 0.0 0.1 0.2 2.6 10.3 21.0  42.3 
Source: Asian Development Bank; Asian regional integration center 
Note: Trade share is the percentage of trade with a partner to total trade of a country/region. A higher share 

indicates a higher degree of integration between partner countries/regions. 

  

In respect of the history of high inflation rates, Figure A8 shows that Indonesia, Philippines, 

Cambodia, Vietnam, Lao PDR and Myanmar experienced high inflation in last ten years.  

 Most importantly, Alberto and Barro (2002) stated business cycle should be highly 

correlated with that of ‘anchor country’. Potential ‘anchor country’ is China, since the 

economic power has increased and also China has high share of trades with most of countries 

in East Asia. Therefore, let’s look at the correlation of business cycle between other East 

Asian countries and China. The methodology to analyze the correlation of business cycle is to 

look at growth rates of real GDP and unemployment rates and analyze if they move in a same 

manner with that of ‘anchor country’ – China.  
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Table 12. Correlation of growth rates of real GDP, 2000 - 2010 

 
Source: Asian Development Bank (ADB), Key indicators for Asia and the Pacific 2011 

 

The correlation matrix of the growth rates of the real GDP in East Asia is shown in Table 12. 

Even though the growth rates of the real GDP of Brunei and Korea are weakly negatively 

correlated with China, it is possible to say that those of other countries are positively 

correlated with that of China. In addition, Indonesia, Philippines and Vietnam are highly 

correlated with China, but others show relatively weak correlation with China. The growth 

rates of the real GDP are also shown in Figure A9 to help the perceptions of correlation. 

 

Table 13. Correlation of unemployment rates, 200-2010 

 
Source: Asian Development Bank (ADB), Key indicators for Asia and the Pacific 2011 

China Japan Indonesia Malaysia Philippines Thailand Cambodia Vietnam Lao PDR Myanmar Brunei Singapore Korea
China 1
Japan 0.328437 1
Indonesia 0.703308 0.373117 1
Malaysia 0.29566 0.859948 0.529729 1
Philippines 0.541576 0.8587 0.662507 0.787606 1
Thailand 0.287369 0.909273 0.349195 0.844967 0.853501 1
Cambodia 0.495664 0.742753 0.301674 0.612342 0.558904 0.6168 1
Vietnam 0.725175 0.699774 0.373213 0.541416 0.618406 0.615288 0.929399 1
Lao PDR 0.226971 -0.09061 0.498154 0.157005 0.1741 0.034469 -0.16543 -0.11347 1
Myanmar 0.159517 0.482581 -0.12016 0.502355 0.23477 0.468343 0.693145 0.625038 -0.19065 1
Brunei -0.03876 0.550503 -0.30243 0.378014 0.22133 0.574821 0.316769 0.335479 -0.09579 0.41818 1
Singapore 0.456117 0.818339 0.623238 0.823129 0.882687 0.777021 0.457143 0.517536 0.335006 0.314307 0.337422 1
Korea -0.00538 0.724706 0.071183 0.733087 0.437935 0.598832 0.397518 0.345778 -0.09845 0.353314 0.665843 0.619567 1

China Japan Indonesia  Malaysia Philippines Thailand Viet Nam Myanmar Brunei Singapore  Korea
China 1
Japan -0.04646 1
Indonesia  0.619703 -0.28786 1
Malaysia 0.674453 0.532969 0.416022 1
Philippines -0.39232 0.562642 -0.07495 0.106054 1
Thailand -0.79927 0.348686 -0.32543 -0.21418 0.789223 1
Viet Nam 0.186301 -0.73374 0.183303 -0.31363 -0.6964 -0.51521 1
Myanmar 0.244339 0.381021 -0.04907 0.146475 0.497015 0.00735 -0.36943 1
Brunei -0.51445 0.137244 -0.06814 0.047475 0.445674 0.747599 -0.19419 -0.4614 1
Singapore  0.027016 0.403221 0.209037 0.245058 0.525183 0.31607 -0.52341 0.503986 -0.11673 1
Korea -0.62708 0.395184 -0.38482 -0.043 0.443622 0.678206 -0.49817 -0.27406 0.579086 0.237418 1
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Table 13 presents the correlation of unemployment rates in East Asia. Note that the data for 

Cambodia and Lao PDR are missing. This put limitations of analyzing the correlations among 

countries. However, it is clear that the unemployment rates of Japan, Philippines, Thailand, 

Brunei and Korea are negatively correlated with the one of China, while those of other 

countries – Indonesia, Malaysia, Vietnam, Myanmar and Singapore – are positively correlated. 

In addition, Only Indonesia and Malaysia present high correlation with China. Therefore, the 

positive correlation of unemployment rates in East Asian countries with China is very low. 

Figure A10 might also help you to see the correlation of unemployment rates in East Asia. 

To sum up, East Asian countries fulfill the criterion partly, but not fully. They have to make 

their business cycles correspond to China’s more; otherwise, they will face asymmetric 

shocks. 

3.4. Obstacles of creating a single currency in East Asia 

The previous section showed that ASEAN + 3 don’t fulfill both convergence and OCA 

criteria. In addition, there exist several problems for monetary integration. Additional 

potential problems include political friction, war, economic gaps, historical factors and 

religious differences. 

Political reason 

Another issue is differences of political regimes among the participating countries. The issue 

is whether the political regime of the country is democratic or not. At present, there exist 

several nondemocratic nations like China, Cambodia and Myanmar in ASEAN + 3. Europe 

also includes nondemocratic nation, but there exist few nations among the EU. Therefore, 

when comparing ASEAN + 3 to Europe, Europe is obviously more democratic than ASEAN + 

3. Though movements towards democracy in China have been stronger these days, the 

Chinese government still takes a political stance against to democratization. In this situation, 
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where different political regimes exist among the participating countries, it would be harder to 

cooperate for some policies.  

Cultural reason 

Diversity in religions also can be a barrier for economic integration. As shown in Table A1, 

various religions exist throughout East Asia. Conflicts between religions have existed in the 

world for over centuries. Since the integration makes the relationship stronger between 

countries, it might cause discrimination and rejection against some religions, as the world has 

experienced these in the past. Also, there are other problems, such as the lack of usury 

payment in Islamic tradition. Therefore, it is doubtful whether countries can coordinate well 

under such circumstances.  

 Languages can be another problem. English is used in the international stages, so if people 

can speak English well, it would not be a big problem. However, the English level of 

countries in East Asia is not high and it is drastically lower than that of European countries 

(Table A2). A low English level might prevent the labor mobility among the region, which is 

one of the OCA criteria. Therefore, it is required to improve their English level for the 

monetary integration.  

Economical issue 

Economic gaps among countries are one big issue. At present, the economic gaps between 

developed countries, like Japan, Korea and Singapore, and developing countries like 

Myanmar, Cambodia and Lao PDR are huge (Table 16). Per capita GDP of Singapore, for 

example, is around 73 times as high as that of Myanmar. The bigger the economic gap, the 

harder it is to try economic cooperation. The economic gap among European countries is not 

as big, which makes it easier for economic integration.  
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Table 16: GDP per capita 2010 (current prices, U.S. dollars) 
Indonesia 2963 Austria 43723 
Malaysia 7755 France 40591 
Philippines 2011 Germany 40511 
Thailand 4620 Belgium 42596 
Cambodia 795 Ireland 45642 
Vietnam 1155 Italy 33828 
Lao PDR 984 Spain 29875 
Myanmar 582 Netherland 46418 
Brunei 28340 Portugal 21030 
Singapore 42652 Luxemburg 104390 
Japan 42325 Finland 43133 
China 4282 Greece 27264 
Korea 20164 Slovenia 23008 
  Malta 18586 
  Cyprus 27721 
  Slovakia 15906 
  Estonia 14416 

Source: IMF 

Historical reason 

  There exist a lot of problems after wars in East Asia. For instance, the relationship between 

China, Korea and Japan is still not good. Since Japan invaded China and Korea during World 

WarⅡ, anti-Japanese sentiment in China and Korea is still strong. Also, there is the argument 

for territorial rights over the islands between Korea and Japan and China, and there are some 

problems between Cambodia and Thailand, Cambodia and Vietnam, Myanmar and Thailand, 

and also Philippines and China. 

 However, there also existed same kinds of problems in Europe; that is, the relationship 

between Germany and France. Even though those two countries plunged into wars many 

times in the past, they cooperated to achieve common goal, and maintain a friendly 

relationship between them. Therefore, the problems can be solved for economic integration. 
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Yet this is definitely the factor which would hold up the progress of integration, so the 

participating countries should endeavor to deal with these kinds of problems at an early stage.  

Other Problems 

One of these issues is the lack of history of economic cooperation and infrastructures 

towards economic integration. As mentioned, it had taken roughly fifty years to achieve an 

adoption of a single currency or monetary integration in Europe since the start of economic 

integration. This implies that economic integration takes a lot of time to accomplish. However, 

Asia started economic cooperation towards monetary integration since the Asian financial 

crisis on 1997. From this point of view, it is not quite enough for East Asia to adopt a single 

currency. 

 

4. Steps towards creating a single currency in East Asia 

 According to Kuroda (2004), there are five necessary steps to take in order to achieve 

creating a single currency in East Asia. Kuroda concluded that it would be a long run to 

achieve a single currency in East Asia. However, many changes have happened in East Asia 

and movements toward regional integration have more intensified after publication of his 

book. Therefore, this sector investigates which step or stage East Asia is currently at, based on 

five steps proposed by Kuroda (2004). 

Kuroda stated that the first step towards creating a single currency in East Asia is to have 

effective regional surveillance. The first step started with the Chiang Mai Initiative made 

among ASEAN + 3 countries. In order to prevent future financial crisis, the ASEAN + 3 

finance ministers instituted the Economic Review and Policy Dialogue (ERPD) process in 

2000, which is a regional surveillance to monitor and analyze regional economies and policies. 

The ERPD has been strengthened and more linked to the Chiang Mai Initiative. And finally in 
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2012, the ASEAN + 3 Macroeconomic Research Office was opened officially, which is 

responsible for monitoring the macroeconomic and financial situations of ASEAN + 3 

countries and also identify emerging vulnerability among them. Thus, East Asia has an 

efficient regional surveillance, though it is still developing. 

 Bond market development is required to introduce a single currency in the region as the 

second step. As mentioned in section 3.1, the double mismatch problem was one of the main 

causes of the Asian financial crisis in 1997, and therefore it is important to develop the Asian 

bond markets in order to eliminate the double mismatch problem and prevent a future crisis. 

The ASEAN + 3 Finance Ministers initiated the Asian Bond Markets Initiative (ABMI) as an 

international framework for Asian bond market development in 2003. Also, in 2008, the 

ASEAN + 3 Finance Ministers adopted a new road map of ABMI for further development of 

bond markets. The framework is based on four Task Forces (TF): 1) Promoting issuance of 

local currency-dominated bonds; 2) Facilitating the demand of local currency-denominated 

bonds; 3) Improving regulatory framework; 4) Improving related infrastructure for the bond 

markets. Also, in order to monitor the effectiveness and efficiency of ABMI, The Steering 

Group was formed.  

ABMI has achieved expanding the size and diversity of issuers of local currency-dominated 

bonds. The establishment of Asian Bond Online, which transmits information about bond 

markets and development of ABMI run by Asian Development Bank, is also an outcome. Also, 

in 2010, the Credit Guarantee and Investment Facility (CGIF) and ASEAN + 3 Bond Market 

Forum (ABMF) were established. CGIF was founded by cooperation of ASEAN + 3 countries 

and ADB, aiming at promoting the issuance of local currency denominated corporate bonds 

by providing credit enhancement. The main objective of ABMF is to foster cross-border bond 

transactions in a region. In order to achieve the objective, ABMF seeks for standardizing 
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market practices and harmonizing regulations and elimination of barriers relating to 

transaction.  

 As mentioned, Asian bond markets have been developed since the Asian financial crisis. 

Although it is still not totally achieved, efforts towards development of the Asian bond 

markets have been intensified, and therefore it might be possible to say that East Asia would 

complete the second step in a few years. 

 The third step is to create a FTA in a region. As mentioned in section 3.2, movements 

towards creating FTAs in East Asia are tense. If China, Japan and Korea, in fact, agree to 

create trilateral FTA, a regional FTA for entire ASEAN + 3 will be completed. Many 

economists argue that East Asia has experienced market-driven integration through trade and 

foreign direct investment (FDI), in contrast to how Europe has developed with political 

integration, and thus East Asia lacks political commitments. However, FTA negotiations 

require government efforts and strengthen not only economic relationships, but also political 

relationships between the countries. Therefore, these movements help East Asia to create a 

single currency, though East Asia still needs strong political commitments to create monetary 

union or to share institutional systems to look for peace in the region as Europe went through 

after the World warⅡ. 

 Intra-regional exchange rate stabilization or a custom union is the forth step. With the high 

level of economic interdependence in East Asia, it is better for East Asian countries to 

stabilize exchange rates through policy cooperation, since it reduces exchange rate risk with 

other countries in a region, facilitating trades among them. In spite of the surge of economic 

interdependence in East Asia, coordination of exchange rate policies has not been developed 

in East Asia. As mentioned in section 3.2, in fact, East Asian countries have wide varieties of 

exchange rate regimes, indicating different policy objectives. The Biggest issue is that many 
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countries in East Asia, especially China, adopt de facto fixed exchange rate heavily pegged to 

the U.S. dollar. In order to create a single currency, it is mandatory to have intra-regional 

exchange rate stabilization or a fixed exchange rate within a region and a flexible exchange 

rate towards the outside. (Kuroda, 2004) Therefore, it is highly required to change the 

exchange rate regimes of the countries that adopt fixed exchange rate regimes, especially 

China, because Chinese yuan is a potential anchor currency in a region. 

 Kuroda (2004) argue that the possible mechanism for exchange rate coordination is a ‘basket 

regime’, in which countries linked their currencies to a basket consisted of major international 

currencies such as the dollar, the euro and Japanese yen. The euro zone also adopted a basket 

system in European currency unit (ECU) under EMS, but their way of making a basket is 

different from the one Asia should adopt; the ECU was consisted of all currencies in the 

region, and the proportions were determined by the side of trade. In contrary, the way many 

economists suggest to make a basket regime in East Asia is that currencies of East Asian 

countries should link with the basket consisted of the dollar, the euro and Japanese yen. This 

is because the economies in East Asian countries are still not efficiently developed, and the 

political relationships are not deep. (Kawai, 2008) However, it might be better to put the 

Chinese yuan into the basket, since the economic power of China has been stronger, even 

though it takes more times for Chinese yuan to be as strong as other international currencies 

such as the dollar and the euro. This basket regime reduces the exchange risk in a region. 

Moreover, this regime becomes more stable than pegged regime to a single country, such as 

the US dollar, because the basket currency links with proportions of currencies included; the 

effect of shocks on currencies would be offset.  

The application of convergence criteria and the introduction of a single currency in the 

region will be the fifth and final step. (Kuroda, 2004) As mentioned in 2.3.5, one of problems 
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of the euro zone comes from Maastricht convergence criteria, which require countries to 

fulfill the convergence criteria for only a single year, except the exchange rate criterion. In 

addition, the mechanism of economic sanctions for the countries that violate the convergence 

criteria after adopting the euro is actually shelved. Under such circumstances, countries that 

wish to join the euro zone try to satisfy convergence criteria for just a single year by some 

means, and later they might not have a power to fulfill the convergence criteria. Thus, it is 

necessary to change the convergence criteria in the case to adopt a single currency in Asia. 

Convergence criteria, however, are efficient to look at economic situations of countries, and 

therefore the changing points are focused on a period. It is better to satisfy the criteria for a 

long time before the adoption of a single currency. However, as discussed in section 3.3, not 

even a single country in East Asia fulfills the criteria. Therefore, it would be almost 

impossible for East Asian countries to adopt a single currency if they have to keep their level 

of economies at convergence criteria for a long time before doing so. Thus, it might be better 

to set two years for convergence criteria; Inflation should be no more than 1.5 percentage 

points higher than the average of the three best performing member states for the last two or 

more years; the ratio of the annual government deficit to gross domestic product (GDP) must 

not exceed 3% at the end of the preceding fiscal year for the last two or more years; The ratio 

of gross government debt to GDP must not exceed 60% at the end of the preceding fiscal year 

for last two or more years; the real interest rate must not be more than two percentage points 

higher than in the three lowest member states for the last two or more years. Note that 

long-term interest rate, which is one of the original convergence criteria for EU members, is 

exchanged with real interest rate. This is because it is hard to find data of long-term interest 

rates of East Asian countries. 
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 In addition to those five steps, East Asian countries, of course, have to improve the variables 

of OCA criteria. Also, heterogeneity of fundamentals in East Asia – per capita GDP, political 

regimes and so forth – should be managed.  

 Above all, East Asia is still on the second or the third steps towards creating a single 

currency, but those two steps have been proceeded simultaneously and almost accomplished.  

Therefore, East Asia should consider about exchange rate stabilization and the ways to 

achieve that as soon as possible. 

 

5. Conclusion  

  Based on the optimum currency area theory first suggested by Mundell (1961), this paper  

found out that East Asia cannot, or should not make a single currency in a region for now, 

since East Asia do not fully satisfy the OCA criteria – high labor mobility, high degree of 

economic openness, the similarity of economic structure, correlation of business cycles. 

Regarding labor mobility, especially, it is required for East Asian countries to improve their 

labor mobility to form an optimum currency area. In addition, this paper pointed out that East 

Asian countries do not have good conditions to form a monetary union, judging from 

Maastricht convergence criteria. Actually, it is possible for East Asian countries to form a 

monetary union by ignoring those criteria, but there are strong reasons to believe that the 

union will get in trouble soon, and will be forced into collapse. The main reason of current 

financial crisis in Euro zone is, in fact, that the member countries did not satisfy some of 

those criteria. From this experience, it is very important to fulfill those criteria to form a 

monetary union and sustain it successfully for a long run. 

 The movements toward economic integration in East Asia have escalated since the Asian 
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financial crisis in 1997. In fact, East Asia has taken some significant progresses, such as the 

Maastricht Treaty, Asian Bond Markets Initiative (ABMI), with the purposes to improve its 

financial structure to prevent the future crisis by strengthening the economic cooperation 

between countries in a region. As a result, economic interdependence between East Asian 

countries has experienced high growth, and thus intraregional trade share of East Asian 

countries reaches as high as that of NAFTA. This gave a rise to necessity of creating a single 

currency in a region, since they can get more benefits if the participating countries have high 

levels of trade by reducing transaction costs.  

 What East Asia should do towards creating a single currency is to develop the Asian bond 

markets more, and also to create a region-wide FTA in East Asia. These are expected to be 

accomplished in a few years, perhaps in three to five years. After that, an exchange rate 

cooperation mechanism should be established as soon as possible, such as a basket regime. 

 As mentioned above, one of the OCA criteria – that is, labor mobility – in East Asia is 

extremely low. In order to achieve a monetary union in East Asia, it is mandatory for East 

Asian countries to improve this. One of effective policies for it is to set up the mechanism to 

support foreign workers in the aspect of their living environment; for example, improve a 

social security system for foreign workers, mediate the housing, support for learning 

languages and so on. Attracting international students is also a good way to improve their 

labor mobility, since international students often try to work in the country they came to study 

in after graduation. In addition, the universities in Asian countries should establish more 

exchange agreements between each other. Simplification of the procedure and relaxation of 

necessary conditions for visas would also work.  

 Note that this study has limitations of the analysis of current conditions of East Asian 

countries, as some institutions do not always collect some data for East Asian countries. In 
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fact, many data are missing in terms of stocks of foreign labor and they are old. Therefore, it 

is required for East Asia to establish the institutions to collect and monitor the data. This sure 

would allow economists to help some analysis in many cases, and also to assess the 

possibility of creating a single currency accurately. 

 East Asia still needs a long time and has to make many efforts to create a single currency 

successfully. East Asia has many potential problems, such as big economic gaps, and political 

conflicts between countries. Therefore, East Asian countries should work on those problems 

at the same time they proceed to the region-wide FTA and the Asian bond development 

process, as well as improve their variables of OCA criteria. It has been said that political will 

is more important than economic will to achieve a monetary union as like how euro zone was 

made. Therefore, it is necessary to deepen not only the economic relationship, but also the 

political relationship between countries through the process of FTA and so forth. If East Asian 

countries put forth every effort to create a single currency in a region, it might be possible to 

create it in, say, 15 to 20 years at earliest. 
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6. Appendix 

Figure A1. Long-term interest rate 

 
Source: European Central Bank (ECB) 

Figure A2. 

 
Source: Eurostat 
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Figure A3. 

 

Source: Eurostat 

Figure A4. 

 
Source: Eurostat 
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Figure A5. 

 
Source: Eurostat 

Figure A6. 

 
Source: Reserve Bank of India 
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Figure A7: Swap agreement based on the Chiang Mai Initiative 

 
Source: Ministry of Finance, Government of Japan 

 
 
 
 
 
 
 
 



48 
 

Figure A8. 

 
Source: Asian Development Bank (ADB); Key indicators for Asia and the Pacific 2011 

 

 

 

 

 

 

 

-2.5 
0.0 
2.5 
5.0 
7.5 

10.0 
12.5 
15.0 
17.5 
20.0 
22.5 
25.0 
27.5 
30.0 
32.5 
35.0 
37.5 
40.0 
42.5 
45.0 
47.5 
50.0 
52.5 
55.0 
57.5 
60.0 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Inflation rate 

Indonesia 
Malaysia 
Philippines 
Thailand 
Cambodia 
Vietnam  
Lao PDR 
Myanmar  
Brunei  
Singapore  
Japan 
China  
Korea 



49 
 

Figure A9. 

 
Source: Asian Development Bank (ADB); Key indicators for Asia and the Pacific 2011 

Figure A10. 

 
Source: Asian Development Bank (ADB); Key indicators for Asia and the Pacific 2011 
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Table A1: List of religions in East Asia 

A
SEA

N
 

Indonesia Islam 88.8%, Christianity 8.7%, Hinduism 1.7% 
Malaysia Islam 61.3%, Buddhism 19.8%, Christianity 9.2%, Hinduism 6.3%  

Philippines Catholicism 83%, Christianity 10%, Islam 5% 
Thailand Buddhism 94%, Islam 5% 
Cambodia Buddhism 96%, Islam 2.1%, Christianity1.3% 
Vietnam  Buddhism 70%, Catholic 10%, Islam, The Hoa Hao 
Laos Buddhism 60%, Animism 40% 
Myanmar  Buddhism 89.2%, Christianity 5%, Muslim 3.8% 
Brunei  Islam 67%, Buddhism 13%, Christianity 10% 
Singapore  Buddhism 33%, Christianity 18.3%, No religion 17%,  

+ 3 

Japan No religion around 70%, Buddhism, Shintoism  
China  Buddhism, Islam, Christianity  
Korea No religion 46.9%, Buddhism 27%, Christianity 24% 

Source: Ministry of foreign affairs of Japan 

Table A2: TOEFL IBT scores of East Asian and European countries 2010 

Indonesia 78 Austria 98 
Malaysia 88 France 87 
Philippines 88 Germany 95 
Thailand 75 Belgium 97 
Cambodia 63 Ireland No data 
Vietnam  73 Italy 89 
Lao PDR 65 Spain 87 
Myanmar  74 Netherland 100 
Brunei  No data  Portugal  94 
Singapore  98 Luxemburg  94 
Japan 70 Finland 95 
China  77 Greece 89 
Korea 81 Slovenia 95 
  Malta No data 
  Cyprus 85 
  Slovakia 90 
  Estonia 93 

Source: ETS: TOEFL Score 
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