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Abstract

The paper discusses the relationship between ragimtegration and
capital mobility in the world economy. The expetes of the EU, NAFTA and
AFTA are used to support the thesis that the Iefebdvancement of an
international integration process influences capitmovement into the
integrated area and among the member states. Nwless, the typical time
sequence of liberalization of markets within aregrated area changed in the
90ies which might be related to globalization prssEs. Even in less developed
countries, capital movement in the form of FDIietalized simultaneously to
the liberalization of goods movement. Intensiveaigrouping FDI flows show
that economic interdependence of member statewisdsing. This process is
observed not only in the most advanced groupirgy, the EU, but also in
NAFTA and AFTA.

1. Introduction

Capital mobility is one of the predominant featuoéshe global economy
at the beginning of the ZIcentury. Foreign direct investment (FDI) flows
constitute an important element of this mobilityDIFs treated by recipient
countries as quite a safe and promising form oéifpr involvement in their
economies. Recipient countries expect that FDI $lowill enhance some
positive trends in their economies and they compajeinst each other for
attracting FDI. Recipient countries, even less b, continue to liberalize
their policy towards foreign investors.
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Regional integration processes observed in diftepamts of the world
economy influence the capital mobility and espégigDI flows. The impact of
regional integration on intensity of FDI flows iscamplex problem which has
been examined in the case of the European integrgtiocess (Yannopoulos
1986; Molle 1990; Pelkmans 1997). The results a$ texamination show
a strong relationship between different stages rofirdernational integration
process and capital movement among the membes sthtie integrated area
and in the relations with third countries.

The integration processes have been developedhén parts of the world
economy as well but they are not so advanced aguirope. The lower
advancement of regional integration might be thasoa of the limited capital
movements among these countries. Globalization,ellewy seems to change
some mode of capital mobility observed earliehia European integration.

Some questions arise in this context, i.e.:

* What is the sequence of integration processes fi@reint integration
groupings while globalization is in progress?

* What is the position of the three integration giagp, i.e. the EU, NAFTA
and AFTA, in global FDI flows and which factors adetermining the
changes in FDI flows into and out of these grougihg

* How does regional integration influence intensity kDI flows among
integrating countries when an integration procesked place among
countries with different levels of development?

The aim of this paper is to answer these questieimg) the experiences of
the EU, NAFTA and AFTA. The structure of the pajzeas follows:

1. The relationship between regional integration aapital movement in the
form of FDI under globalization — theoretical asgec

2. Regulations related to capital mobility within tB&, NAFTA and AFTA
3. The position of the EU, NAFTA and AFTA in global Filows
4. The role of integration processes in intra-regidfial flows.

Literature studies and analyses of statistical datiee used as the research
method. The research limitation arose from the te#ckvailability of some data.
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2. Regional integration and capital movement undethe globalization —
theoretical aspects

According to the classical integration theory, amremic integration
should be treated as a dynamic process which m#weatsit goes through
different stages and takes some time before ithesache final level, i.e.
economic and monetary union. Free movement of mtamlu factors is
characteristic of this stage of integration whishréferred to as a common
market. In addition, the integration theory saya tintegrating countries should
establish free goods movement earlier than freetatamovement. The last
statement is supported by the proof that welfargsde appear within an
integration process if a proper sequence of lilmatbn is not respected (Molle
1990).

The integration processes in Western Europe coafirnthat the
achievement of more advanced stages of regionatgration require
liberalization of capital movement. The liberalipat processes and their time
sequence were consistent with theses formulatedhbytheory. While the
liberalization of goods market within the Europe@ommunities (EC) had
already finished in 10 year transition period, #sablishment of free capital
movement took more than thirty years. External emelrnal conditions during
the early decades of existence of the EC were araduxive to liberalization of
capital flows. The full liberalization of capitdiofvs and current payments was
introduced by the Treaty of Maastricht at the beigjig of the 90ies. It was
unavoidable as an important element of the Europsiagle market and
a monetary union. The ‘old’ Member States followde sequence of the
liberalization recommended by the integration tlyeor

The situation of the new Member States was differ€heir preparation
for the access to the European Union (EU) requarechtroduction of so called
‘four freedoms’. The establishment of free capitadvement proceeded almost
simultaneously with the establishment of other dmeas. Some of the new
Member States gradually liberalized the capital ement in relations with the
OECD countries because that was an important dondif their membership in
this organization in the mid 90ies. Hence, they eveiready prepared to
introduce the free capital movement in relationthwhe EU countries in the
pre-accession period. Some of these countries dated the free capital
movement prior to the introduction of the full freg@ods movement. This
liberalization sequence was not fully respectedctviwas connected with the
EU membership requirements and globalization psees
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Other examples of international economic integratgpoupings in the
world economy are less advanced than the Europe@nlUrree trade area and
customs unions do not require an establishmentred tapital movement
between the member states like common markets emmbmic and monetary
unions. Nevertheless, countries belonging to tlyesepings appear to be under
pressure of globalization. Developing countries ehdiberalized first of all
foreign direct investment and some of them alsotgieom capital flows.

3. Regulations related to capital mobility within he EU, NAFTA and AFTA

Regional integration groupings such as the EU, NARRhd AFTA are
aimed at the liberalization of capital movementhwépecial reference to FDI.
This issue is regulated by the agreements signguhfigier countries.

The European Union being world’'s most advanced integrated group,
has attained the highest degree of deregulatiothefinternational economic
movements (i.e. of the markets), including the nmoset of capital. Processes
aimed to integrate the capital and financial mavlaftthe EU member states
were long-lasting and encountered many obstactasa fong time, the removal
of barriers impeding the movement of capital waswdd as a secondary goal of
European integration (Witkowska 2001, Wysalkia and Witkowska 1999).
Successive directives issued in years 1960-1988.glig lifted the restrictions
on individual types of capital transactions betwé®m member states, starting
with transactions considered the safest in termsnember states’ financial
stability (e.g. foreign direct investments, shonidamedium-term commercial
credit, personal capital movements), and ending Wieé most controversial and
difficult to introduce, such as liberalization dfet short-term flows. The Treaty
of Maastricht confirmed the freedom of capital mmests and provided a stable
legal basis for transactions. According to arti@é (73b) of the Treaty
establishing the European Communjsll restrictions on the movement of
capital between Member States and between MemaesSind third countries
shall be prohibitety and additionally,all restrictions on payments between
Member States and between Member States and tlowatrees shall be
prohibited” The discussed regulations are directly applicabée no additional
legal acts are necessary to make them effective.ribiht of establishment and
the free movement of capital are now enshrinedtioles 43 and 56 of the EC
Treaty, as amended by the Treaty of Nice in 2001.

North American Free Trade Agreement (NAFTA) came into force in
1994 and created the integration grouping thategbioountries with different
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levels of economic development. AlthougNAFTA is aimed at the

establishment of a free trade area and it pronfatestrade in goods, it contains
some provisions related to free capital movemetiénform of FDI. Chapter 11
of the agreement applies to measures adopted otaired by a Party relating
to:

a) Investors of another Party;
b) Investment of investors of another Party in thattay of the Party;

c)With respect to Articles 110Performance Requirements) and 1114
(Environmental Measures), all investments in theittey of the Party
(NAFTA, www.nafta-sec-alena.org).

According to Chapter 11, the partners of NAFTA dboguarantee a national
treatment of investors coming from other partnemtnes and should accord to
them treatment no less favorable than that it akcor like circumstances, to
investors of any other countries with respect ® distablishment, acquisition,
expansion, management, conduct, operation, andcsatgher disposition of
investments. All member countries should providg kights that facilitate
business, such as: (1) right to repatriate praifitd capital; (2) the right to fair
compensation in the event of expropriation; (3) #mel right to international
arbitration in disputes between investors and govents that involve monetary
damages (Office of NAFTA and Inter-American Affaiveww.mac.doc.gov).

Countries belonging to NAFTA are obliged to elinimabarriers to
foreign investment defined by the Agreement on &rRélated Investment
Measures (TRIMs/WTO) as forbidden. These are arathgr things: export,
local content and technology transfer requiremastwell as import limitation.

ASEAN Free Trade Area (AFTA) is a preferential agreement signed by
developing countries of South-East Asia in 1998SEAN countries remain
outward oriented and also participate in other aegi and inter-regional
initiatives. AFTA is aimed at creation of a freade area, now consisting of ten
countries. A transition period planned for 15-18&ngefor the completion of FTA
was criticized as being too long (Soesastro 1988)a consequence of trade
liberalization commitments of ASEAN countries unddie WTO scheme,
members of AFTA agreed to accelerate its implentiemtaAccording to the
Protocol signed in 2003, AFTA countries shortenieel transition period and
agreed that the six original members of ASEAN wiiminate import duties by
2010, ahead of the original schedule. The new mesnbé ASEAN should
eliminate import duties by 2015. The latter arewa#id, however, to use import
duties on some sensitive products till 2018 (Prait@003).

® These are: Indonesia, Malaysia, Philippines, Singa Thailand, Brunei, Vietnam
(1995), Lao PDR (1997), Myanmar (1997), Cambodia.
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In 1998, ASEAN countries signed also themmework Agreement on
the ASEAN Investment Area (AIA) that is aimed at enhancing the
attractiveness and competitiveness of member desntior foreign direct
investment (Framework Agreement, www.aseansec466/6tm). The
establishment of the ASEAN Investment Area is feessby 2010 and at the
same time the national treatment will be grantedABEAN’s investors.
Investors from third countries should be offeredhstreatment by 2020.

According to the Framework Agreement and its amestdnfrom 2001,
the AIA aims to make ASEAN a competitive, conduciemd liberal
investment area through the following measures (NSHEvestment Area: An
Update www.aseansec.org/6480.htin

a) Implementing coordinated ASEAN investment cooperai&nd facilitation
programs;

b)implementing a coordinated promotion program andestment
awareness activities;

c)immediate opening up of all industries for investmewith some
exceptions as specified in the Temporary Excludist (TEL) and the
Sensitive List (SL), to ASEAN investors by 2010 awdall investors by
2020;

d)Granting immediate national treatment, with someegxions as specified
in the Temporary Exclusion List (TEL) and the Sawsi List (SL), to
ASEAN investors by 2010 and to all investors by @02

e)Actively involving the private sector in the AlA delopment process;

f) Promoting freer flows of capital, skilled labor,ofgssional expertise and
technology amongst the member countries;

g) Providing transparency in investment policies, sul@rocedures and
administrative processes;

h) Providing a more streamlined and simplified investitprocess;

i) Eliminating investment barriers and liberalizingvestment rules and
policies in the sectors covered by the Agreement.

The agreement defines three categories of exengptfoom the national
treatment. These are: (1) Temporary Exclusion (JiflL) containing industries
and investment measures temporarily closed to ima#. This exclusion
should be phased out within the specified timef@n{g) Sensitive List (SL)
covering industries and investment measures tlanat subject to phase out,
but will be reviewed at subsequent intervals. (3n&al Exception List
consisting of industries and investment measurasaannot be opened up for
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foreign investors for reasons of national secuptyblic morals, public health or
environmental protection.

As it could be seen from above presented commitsnehASEAN, this
group of countries has been undertaking integratnmatives. The aims to
integrate their goods market are complemented byaims to create a freer
movement of foreign direct investment. Integratiprocesses among these
countries encounter some difficulties which is aonéd by acceptance of long
transition periods and different lists of exclusiorLess advanced countries
trying to create a free trade area and introdutibegalization of FDI flows are
at the same time under pressure of globalizatibeirTattitudes towards foreign
direct investment have been changing and they taildepolicy measures that
could attract FDI not only from partner but alsonfr third countries. AIA
Scheme was introduced almost simultaneously to AFlthative.

Three analyzed integration groupings introduceduledgpns related to
capital mobility. The highest level of liberalizati of capital movement occurs
in the case of the European Union which is rathgriaus. But one should
remember that the full free capital movement walsieved after a 30 year
adjustment period. NAFTA and AFTA introduced soregulations related to
capital movement but they were limited to FDI as #afest form of capital
mobility. The introduction of these regulations htignave been connected with
globalization. A typical free trade area does mmuire implementation of free
capital movement. Nevertheless, freer FDI flowslddelp integrating countries
to overcome some restructuring problems that mayroduring the integration
of goods market.

Apart from collective measures, the less develapedhber countries of
the analyzed groupings have undertaken individud#brsomous measures in
order to liberalize their investment regimes. listivay they acknowledge the
importance of FDI as a major source of financirgjrtkconomic development.

4.The position of the EU, NAFTA and AFTA in globalFDI flows

The EU, NAFTA and AFTA differ substantially as fas their position in
global FDI flows is concerned (see tables 1 andr2p005, the EU accounted
for 46% of global FDI inflows, NAFTA accounted f46.5% of these inflows
and AFTA only for 4.1%. Their shares in global Fautflows amounted to
71.2%, 3.5% and 1.5% respectively in the same yidwr low share of NAFTA



Table 1. FDI inflows to the EU, NAFTA and AFTA as % ofthe world FDI inflows, 1990-2005

1990-95| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
FDlinflowsinthe | 4445 | 1000( 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0
world economy
— European Unich| 374 | 28.6 | 268 | 362 | 441 | 484 | 437 | 553 | 455 | 30.1 | 46.0
— NAFTA 245 | 269 | 270 | 303 | 296 | 286 | 26.1 | 151 | 134 | 20.1 | 165
— AFTA 75 76 | 64 | 33 | 26 | 1.7 | 23 | 20 | 36 | 36 | 41

afrom 2004 EU-25.

Source: UNCTAD data and own calculations.
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Table 2. FDI outflows from the EU, NAFTA, AFTA as a % d the world FDI outflows, 1990-2005, (%)

1990-95| 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005

Total FDI outflows

. . 100.0 | 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0
directed to all countries

— European Unich 45.5 46.3 | 463 | 60.8 | 66.7 | 68.2 | 635 | 58.7 | 503 | 41.2 | 712
— NAFTA 25.8 247 | 253 | 243 | 209 | 159 | 224 | 249 | 271 | 332 | 3.5
— AFTA 2.8 3.1 2.7 0.6 0.9 0.6 2.4 1.0 1.0 1.8 15

afrom 2004 EU-25.

Source: UNCTAD data and own calculations.
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in global FDI outflows could be treated with sonaiton because its share was
much higher in previous years. For instance, it @med to 33.2% in 2004 (see
table 2).

The high share d¢he EU in global FDI inflows confirms its attractiveness
to foreign investors. Direct investors operatingbimth EC member states and
other countries reacted to the deepening of Europesegration. The
introduction of a customs union in the years 19988l attracted FDI inflows
from third countries, mainly the USA. The emergeata single internal market
clearly made the area more appealing to inveshorthe period 1987-1993, the
annual average of global FDI flows directed to tBeropean Community
accounted for almost 40% of their total (UNCTAD alaind own calculations).
The trend collapsed in 1994 due to the economkgiscin the first half of the
1990s. The accession of new countries to the EQ985 and the wave of
transborder mergers and acquisitions, includingghwithin the Community that
could be observed in the second half of the 19@@sroved again the relative
EU position in the total FDI inflows.

FDI inflows peaked in 2000, when the EU share iobgl FDI inflows
increased to over 48% (see table 1). The propodidnansborder mergers and
acquisitions in the inflows accounted for 85.8% (@NAD data and own
calculations). Most of them were intra-Communityrgegs. The trend broke
down drastically in 2001. FDI inflows to the EU migen states decreased by
more than 40% compared with the previous year, thedtotal EU share in
global FDI inflows dropped to 43.7%. The intra-Coomity mergers and
acquisitions fell by more than 60%.

The downward trend that emerged in 2001 continded & the next
years, i.e. 2002 and 2003 (UNCTAD 2006). The negatiend in the global
economy reversed as late as 2004. The next year2005, also turned out
favourable in that respect. Global FDI inflows wénen estimated at US$ 916
billon (UNCTAD 2006). The trend change was causgdhe improvement in
the world economy, higher profitability of enteg@s, recovery of mergers and
acquisitions and increased investors’ confidenavextheless, the level of FDI
flows was still lower than in the record year 2000.

The EU participation in global FDI inflows grew that difficult period
for the world economy, and for the first time aftee early 1990s EU received
more than half of the inflows (55.3%, see table Bgtween 2003 and 2004,
when foreign investors were more interested in iptadnvestments in the
developing countries, the EU shares in global ADW$ decreased. In 2004,
when the EU enlarged after the access of 10 newhmestates, its share in the
global FDI inflows dropped to one of the lowestdivin the analysed period
and accounted for only 30.1%. In the next year BEbemproved her position as
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a recipient of the flows and the percentage wentta@6% of global FDI
inflows.

In the analysed period, FDI outflows going outside European Union
showed similar trends (see table 2). However, #tative EU share in global
outflows exceeded her share in total FDI inflowshi/ in 2000 the former
surpassed 68%, it kept falling between 2001 andl 260each 41.2% in 2004.
On the other hand, in 2005 as much as 71.2% ofaglebI outflows originated
in EU member states.

From the comparison of the absolute amounts ofiRildws and outflow
it follows that the EU was a net capital exporteotighout the analysed period.
Similarly the 2005 UNCTAD data on the amounts ofl Bibck for the world,
the main countries of its origin, and countrieslestination prove that in the last
twenty years the EU (treated as a group) have tékemead among the major
global investors (UN 2003, UNCTAD 2006). Still i®80 the estimates of the
US FDI outward stock (around US$ 215 billion) stigtexceeded the European
Communities’ FDI outward stock at that time (US$% 2llion), but in 2005 the
EC FDI outward stock (together with the intra-Conmitys FDI) stood at US$
5.5 trillion, i.e. it was more than 2.5 times largban US FDI outward stock
(US$ 2 trillion).

The position ofNAFTA in global FDI flows was also changing in the
analyzed period. NATFA'’s shares in global FDI infranged between 25 and
30% in the 90ies and at the beginning of th& @dntury (see Table 1). These
shares diminished in the years 2002-2003 and areduatabout 15%. When the
positive trend in the world economy occurred, hriggthe recovery of FDI
flows, the share of NAFTA in global FDI inflows ir@ased slightly as well. The
shares of NAFTA in global outflows were lower thiés shares in global FDI
inflows in the second half of the 90ies (see T&)lelhis proportion reversed in
2002-2004 which was connected with the political anonomic situation in the
world economy.

NAFTA as a whole grouping was a net exporter ofitehm the form of
FDI in the first half of the 90ies and a net imgorin the second half of the
90ies. From 2002 till 2004, it was a net exportgaia. In 2005, the situation
changed and NAFTA was a net importer of FDI butdhta on the last available
year, i.e. 2005, might be unreliable. The posibbiNAFTA in global FDI flows
and a balance of these flows into and out of thisiging are strongly dependent
on an economic and political situation of the USAe role of the other two
member countries is of less importance.

AFTA received 7.5% of global FDI inflows on averageha first half of
90ies. This share was decreasing from 1998 till02@8en it amounted to only
1.7%. The collapse of FDI inflows was connectedhvilie financial crisis in
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South-East Asia in the second half of the 90ie® iHerease in the shares has
been observed again from 2001 but they were lowan in the first half of
90ies. AFTA accounted for 4.1% of global FDI inflevin 2005 (see table 1).
The same tendency occurred in shares of AFTA irbajld-DI outflows,
although at a lower level. The share of AFTA insthdélows amounted to 1.5%
in 2005 and was lower as much as 1.6 percentagéspoicomparison to 1996.

The analysis carried above shows that the rankinthree integration
groupings has not changed during the last fiftezaryin terms of their position
in global FDI flows. Nevertheless, all three growgs have remained vulnerable,
regardless of development levels of member cowmtte the changes taking
place in the world economy (see also Chart Nol).

100%;
90%+

NN I

1990-95 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

0 EU @ NAFTA mAFTA O Rest

Graph 1. FDI inflows to the EU, NAFTA and AFTA as % of the world FDI inflows,
1990-2005

Source: UNCTAD data and own calculations.

5. The role of integration processes in intra-regigal FDI flows

According to the integration theory, one can exgpecise of FDI flows
among integrating countries. The experiences ofEble NAFTA and AFTA
confirm that integration processes stimulate intgional FDI flows, although
decisions of investors depend on other factorsedls w
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Intra-EU direct investment inflows constitute a tvasrtion of the total
FDI inflows coming to the EU from all the countrida 2005, intra-EU FDI
inflows accounted for almost 86% of the total FBflows to the EU (Eurostat
and own calculations). The ratio changed in theiptes years but it was always
higher than 50%. It is believed that the strengtigemtegration of the European
Union in the 1990s, the political stability of theea, the size of its market and
good infrastructure were the factors attractingestors; the introduction of the
euro is considered as another catalyst inducinggensr and acquisitions
(UNCTAD 2001, Trichet 2001).

Data in table 3 show how intra-Community FDI retatéo total
investments received by the euro zone, by all casmtomprising EU-15 and
by countries remaining outside the monetary unfgtording to the data, the
intra-Community FDI flowing to the euro zone randeaim 3/4 to 4/5 of total
FDI directed to the euro zone. The only exceptmnhis pattern was the year
2001. Such high proportion of intra-Community FBDIthe total FDI inflow to
the euro zone shows strengthening ties among thebers of the monetary and
economic union, and that the union is attractivéhesonon-euro member states.
The data evidently underline positive effects of timonetary and economic
union.

Table 3. Intra-Community foreign direct investment & a % of FDI inflows to the euro zone
and a % of total FDI inflows to EU-15, years 1998-21b

Specification 199§ 1999 2000 2001 2002 2003 2p040520

Intra-Community FDI flowing to
the euro zone as a % of total FD)I 73.3 | 78.1| 85.9 464 724 721 86.1 79.2
inflow to the euro zone
Intra-Community FDI flowing to
the euro zone as a % of total FD)I51.1 | 51.6| 61.7] 29.6 58.1 563 637 445
inflow to EU-15
Intra-Community FDI received
by the non-euro countrigas 276 | 249 9.0 6.7 6.3 2.8 225 273
a % of total FDI inflow to EU-15

& Concerns EU-15 countries, i.e. Denmark, Swederttamt/K.

Source: Eurostat and author’s calculations.

Data in table 3 also show that EU-originated investts placed in the
euro zone made up from 45% to over 60% of total EDécted to EU-15
(excluding the year 2001, when they accounted fdy 80%). On the other
hand, three EU-15 countries staying outside the etawy union received
investments mostly from third countries, but alsmnf other member states. In
the first period, the share of intra-Community RDltotal investments flowing
to the non-euro member states represented almedbarth. Between 2000 and
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2003, the share decreased to less than one-tedtthan grew again to nearly
one-fourth in the years 2004-2005. As the data sltowntries outside the euro
zone are attractive for investors based in thinghtes.

NAFTA stimulated trade and investment among the USA a@arand
Mexico. Total two-way trade between the USA andeotRAFTA partners grew
by 111% between 1993 and 2003, while total two-wvage between the USA
and the rest of the world grew by 79% (NAFTA Woikochure,www.dfait-
maeci.gc.ca/nafta-alena/broch-main-enyasghis trend continued in the
following years. In 2005, trade among the NAFTA wwoies increased by 173%
in comparison to 1993 (Trade Facts, www.ustr.gov).

It is believed that NAFTA has enhanced opportusita intra-investment
as well (L. Deily 2002) and the data seem to camfinis opinion. In 1993, the
year before NAFTA implementation began, the stocithe USA investment in
Mexico amounted to USD 15.4 billion and by 2000e tstock more than
doubled, to USD 35.4 billion. As far as FDI flowseaconcerned, the
liberalization of the investment regime in Mexic@dsted the total USA
investment in this country by 242% from 1994 to 2064\t the same time,
Mexico’s investment in the USA increased by 280%nfr1994 to 2002
(NAFTA Works Brochure). In Canada, since NAFTA canmo effect,
investment from the USA and Mexico increased mbamt69% (data for 1999).
Total FDI coming from NAFTA into the USA grew by @2(data for 1999).

The stimulation of FDI flows among NAFTA member otes is
indisputable. The USA and Canada have been impgottame and host
countries for FDI. Their bilateral economic relagchave always been intensive.
What is new it is the strengthening the positioMeixico as a recipient country.

Intra-AFTA trade and investment is remarkable but not as high as in
the other two groupings. Intra-regional trade gseecentage of total trade of
AFTA amounted to 22.4% in 2000 while in the samaryis ratio for NAFTA
and the EU amounted to 54.8% and 61.2% respect(ielyVeber 2006). The
economic interdependence of AFTA countries was grgwurther gradually
which was confirmed by an increase in the ratimth-regional trade to 29% in
2002 (Chirativat 2006).

The ratio of intra-AFTA foreign direct investment manufacturing is
relatively high but it changes over time. Roughcakdtions show that this ratio
picked from 38.5% in 1999 to 76.5% in 2000 and elased to the level of 45%
in 2002 and 27.7% in 2003 (ASEAN, UNCTAD FDI datasb and own
calculations). Some other data on intra-AFTA inrestt confirm that this ratio
was relatively high in the case of such countrissTaailand and Malaysia
(47.6%, 47.6% respectively in 2000) (Sarivasta Raghn 2004). Singapore and
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Malaysia were major investing countries in otherTAFmembers (ASEAN
Secretariat data).

6. Conclusions

1. The experiences of the EU, NAFTA and AFTA confirtmt there is
a relationship between the level of advancementanf international
integration process and capital movement into thegrated area and
among the member states. The high integration pftadaand financial
market in the EU is a consequence of long ternrdimation taking place
in this area.

2. The typical time sequence of liberalization of nedskwithin an integrated
area changed in the 90ies which might be relatefidioalization processes.
Even in less developed countries, capital moverretihe form of FDI is
liberalized simultaneously to the liberalizationgofods movement.

3. The position of the three analyzed integration gioegs in global FDI flows
depends not only on a development level of membantties but also on
strength of intra-regional ties.

4. Intensive intra-grouping FDI flows show that ecomointerdependence of
member states is increasing. This process is obdargt only in the most
advanced grouping, i.e. the EU, but also in NAFT &FTA. Although,
the level of intra-FDI flows within the two lattgroupings is considerably
lower.
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