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Abstract 

 This paper seeks to identify whether or not a relationship exists between openness 

towards a social concept, in this case, foreigners, and market openness. For the purpose of this 

paper, “foreigners” will be defined as the three largest groups of mobile foreigners: students, 

workers, and tourists. These two categories of openness are measured across seven major Asia-

Pacific economies. In addition, it compares the seven economies across these variables. The 

study finds that there is indeed a strong correlation between openness towards the all of the 

aforementioned foreign populations and market openness, with the exception of foreign workers. 

It also discovers that while differences exist between each economy, all economies follow a 

trend of becoming more open towards foreigners. 
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Measuring the Openness toward Foreigners of Seven Major Asia-Pacific Economies 

 

1. Introduction 

 Why does openness matter? The concept of “openness” is widely considered to have a 

strong impact on the economic performance of a country. Some studies have argued that 

countries which are more open also have a greater ability to capture new ideas being developed 

in other areas of the world (Obstfeld & Rogoff 1996). Such ideas include the ability to absorb 

key technological advances that may drive economic growth (Grossman & Helpman 1993, 

Romer 1986, Schneider &Wagner 2001).  This has been shown to impact foreign direct 

investment (Coe & Helpman 2009, Varsakelis 2001). In addition, there have been studies linking 

openness with faster productivity growth (Edwards 1998). Increased market competition in 

response to openness forces domestic firms to increase their efficiency (De Jong, Smeets, and 

Smits 2006). 

Considering all the potential benefits to openness, many researchers have devised ways to 

measure it. Today, there are a “dizzying array” of different measurements and methodologies 

that can be used to measure openness (Harrison 1996). A significant portion of the existing 

research on the subject has been focused on markets, and measuring levels of openness in 

relation to volumes of trade (Edwards 1998). Another commonly investigated measurement of 

openness related to differences in policy (Grilli & Milesi-Ferretti 1995). Despite the apparent 

popularity of the topic, factors that could be related to openness beyond these two ideas, however, 

are rather limited. As a result, it is important to investigate other factors that may be related to 

openness (De Jong, Smeets, and Smits 2006).  
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In one notable exception to this, De Jong, Smeets, and Smits (2005) argued that social 

variables may influence the openness of a country. This paper seeks to expand upon this idea, 

and investigate whether or not social measurements of openness have a relationship with market 

openness. The social variable this paper seeks to examine is openness towards foreigners; 

defined as anyone who travels to or resides in one of the selected economies and is not a national 

of that state. This includes overseas Chinese students in the special relationship between China 

and Taiwan.  

In today’s increasingly globalized world, the importance of being open towards people of 

other cultures is greater than ever. Cross-cultural competence was identified as the most critical 

human resource need created by globalism (Bikson & Law 1994). This type of competence 

involves “domain knowledge (in relation to other cultures) as well as social skills and personal 

traits that enhance cross-cultural communication and cooperation” (Bikson & Law 1994). 

Developing adequate skills in these areas without sufficient exposure to people of other cultures 

seems highly improbable, and thus a diverse population is needed in order to achieve this goal. 

Other research illustrates the benefits of openness towards and acceptance of foreigners 

in specific settings. Musil, Garcia, Moses, and Smith (1995) found that on an organizational level, 

diversity in the workplace was linked with overall institutional effectiveness. Even in academia, 

there have been studies which suggest that a diverse student body enhances individual student 

growth and development (Alger 1998). Students who lack significant multicultural exposure 

have the most to gain from interaction with individuals of other races (Alger 1998). 

Considering the findings in these studies, this paper focuses on three groups of foreigners: 

workers, students, and tourists. In order to study this idea of openness, this paper constructs and 

analyzes two categories of indices which illustrate the comparative level of openness among 

seven major Asia-Pacific economies. The two major categories – social openness and market 

openness – draw data using indicator values from several different studies on openness towards 

the aforementioned populations. The variables used to measure the relative social openness 

among the seven economies are related to each country’s openness towards foreigners.  

The main research questions addressed in this study are the following: What relationships, 

if any exist between openness towards the three largest groups of mobile foreigners and market 
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openness? How do the selected Asia-Pacific economies compare in terms of openness towards 

these foreigner populations with respect to area size? 

In the subsequent section, the concept of openness and the research conducted on it will 

be discussed. Following this, other key terminologies and the studies related to them will also be 

described. After a thorough review of existing literature, the framework and methodology for 

this study will be introduced along with the logic behind its construction. Finally, the results will 

be examined. The last section provides the conclusion and a brief discussion on the 

considerations and limitations of this study. 

2. Literature Review 

 This chapter will describe research that has been conducted on this topic, as well as 

defining key terminology. In addition, it will describe the five components of openness measured 

in this case study. 

Openness 

 

The concept of international ‘openness’ of a country was originally defined as a ratio of 

trade to GDP (Ferrieri, 2006). This definition and its relationship with geographic characteristics 

have been explored in some research papers. Frankel and Romer (1999) constructed a gravity 

model which presumes that countries in closer proximity to each other have higher trade volumes 

with one another, and thus have a higher degree of mutual openness. 

However, several different studies have been conducted using other definitions. One major 

study conducted by the World Economic Forum (WEF) on “openness” towards foreigners began 

in the latter half of 2011 and ended in late 2012. The WEF gathered data on 140 countries and 

estimated the relative level of “openness” of each country’s population towards foreigners. This 

data was measured by asking respondents “How welcome are foreign visitors in your country?” 

(WEF Travel and Tourism Competitiveness Report 2013). Respondents answered from a range 

of 1 to 7, the former being ‘very unwelcome’ and the latter being ‘very welcome.’  

According to the study, the top three most open countries towards foreigners in order were: 

Iceland, New Zealand, and Morocco. Other high ranked countries included Austria, Portugal, 
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and Ireland. On the other side, the three least open countries were: Bolivia, Venezuela, and 

Russia. Other countries that ranked towards the bottom of the list included areas of the Middle 

East such as Iran and Kuwait. (WEF Travel and Tourism Competitiveness Report 2013) 

One of the most interesting aspects of this study was the absence of a single unifying factor 

which could be used to explain and summarize the results. Factors such as GDP per capita, as 

well as number of foreign visitors were measured, and no linkages were found between the two 

variables and their openness towards foreigners. Countries with comparatively high GDP per 

capita were positioned among both the top scoring and lowest scoring nations on the list. 

Similarly, countries with extremely high numbers of foreign visitors were found in both ends of 

the spectrum. 

The enormous bias that each individual has towards the question, “how welcome are foreign 

visitors in your country,” may explain the inexistence of a consolidating factor. A less biased and 

more quantitative approach to openness was pioneered by Gaetano Ferrieri (2006). 

In Ferrieri’s research titled “A Method for Measuring International Openness,” a new 

method to measure openness was devised which involved a two-step process. In the first step, 

Ferrieri took the indicator values for all countries and divided by the highest value and continued 

this throughout several years. He then went on to normalize these values using the highest value 

among the countries as a benchmark. After this, he began a second phase which involved 

adjusting these indices for the weight of the countries for the world migration and population 

(Ferrieri, 2006). In order to illustrate the usage of his formula, he took for his indicator value the 

figures normally used to measure international migration, the share of migrant stock (IM) in the 

total population (P). The formula that Ferrieri devised is as follows: 

Index = (Vi / VMAX) 
(1-ξ)*(1-n)

 

where    Vi is the value of the indicator IM/P for each country in a given year. 

VMAX is the maximum value of the indicator IM/P across countries over time  

ξ is the share of each country in world migration in the given year. 

n is the share of each country in world population in the given year. 

(Ferrieri, 2006) 
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The resulting index was the joint result of two effects which Ferrieri defined as: 

1. The ‘Capacity Effect’ which is a ratio of the indicator value to its maximum over time. 

2. The ‘Size Effect’ which is expressed by the share of each country in the world aggregates.  

(Ferrieri 2006) 

Ferrieri’s findings with respect to these two effects are quite noteworthy. To illustrate these 

effects more clearly, consider the following example: At the time of his study, the percentage of 

migrants in Gabon was 20.3% and was about 18.9% for Canada. The difference in capacity of 

the two countries was about 7.4%, but when factoring the magnitude of Canada’s place in total 

world population and migrant population, its values become boosted by roughly 5.5% in the 

index. Another example Ferrieri highlighted was the case of Ecuador and India. The percentage 

of the migrant population in Ecuador at the time of the study was around 0.65%, which was 

slightly higher than India possessing a percentage of 0.62%. However, when taking into 

consideration that India accounts for roughly 3.6% of world migration and about 16.7% of 

world population, its resulting index value was 2.5 times higher than Ecuador. (Ferrieri 2006) 

Ferrieri’s research is a strong contribution in achieving greater understanding of the relative 

openness of countries towards immigration by providing a clear mathematical method of 

measuring openness with respect to total migrant population and world population. His research, 

however, is more of a starting point for further studies in the concept of “openness.” Ferrieri 

provides a formula for measuring openness; however, his paper itself does not delve more 

deeply beyond this. 

Other studies on openness have been focused on identifying causes for differences in 

openness across several countries. De Jong, Smeets and Smits (2006) investigated whether or 

not culture, defined as a common value system, is one such variable. Their study found positive 

effects from individualism on openness. At the same time, it found that uncertainty avoidance 

and power distance had negative effects on openness. 

Foreigner Openness 

 Who or what classifies someone as being a foreigner varies significantly depending upon 

the person or source. However, for the purpose of this paper, foreigners will be defined and 

compared in three categories: foreign labor, foreign students, and foreign tourists. In the 
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following section, these three groups and the research conducted concerning them will be 

described. 

Foreign Labor 

 

First, one must begin by defining who and what characterizes a foreign laborer. In many 

countries, this term is interchangeable with “migrant worker” and “foreign worker.” The UN 

defines a migrant worker as “a person who is engaged or has been engaged in a remunerated 

activity in a State of which he or she is not a national” (U.N. General Assembly 1990). This 

particular convention has been ratified by many nations that supply foreign labor, excluding the 

United States, Germany, and Japan (U.N. General Assembly 1990). The UN’s definition is quite 

broad, as it generally includes anyone working outside of their home country and does not 

incorporate any specific details on type of work.  

In the United States, the term “foreign worker” is defined in two categories:   

1. Green card workers. These are workers who have requested and received legal permanent 

residence in U.S.; and  

2. Guest workers. These workers temporarily reside in the U.S.  

(Foreign Worker Law and Legal Definition, 2012) 

 In certain countries such as Canada, the term “foreign worker” is further classified into an 

additional group – temporary foreign worker. In Canada, these workers are only allowed to “fill 

in immediate skills and labour shortages, when Canadian citizens and permanent residents are 

not available to do the job” (Temporary Foreign Worker Program 2013). 

 There has been significant research conducted on determining the major factors or market 

characteristics that can push individuals to seek work in other countries. However, the results of 

these studies have been inconclusive beyond income and employment status (Villarreal and 

Blanchard 2012). In the following section, three theoretical perspectives addressing this question 

will be discussed. 
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According to a theory derived from neoclassical economics, the decision to migrate is based 

upon the difference in the expected earnings in the country of origin and destination (Todaro 

1969).  An individual will consider long term earnings and current/future employment status. In 

the case of the latter, employment status is defined as simply being employed vs. unemployed 

(Todaro 1969). One significant limitation of the neoclassical model is that it does not take into 

consideration other aspects of employment that can affect immigration. For example, it cannot 

account for those individuals who migrate in search of greater job autonomy that can be found in 

self-employment (Villarreal and Blanchard 2012). 

The new economics view on migration theory suggests that the decision to migrate is not 

one made only by an individual, but rather based on the considerations of a family (Stark and 

Bloom 1985). In addition, other factors beyond expected long term earnings are considered, such 

as the approximate level of risk (Stark and Bloom 1985).  

In the segmented labor market theory, the decision to migrate is made neither by an 

individual nor by a household - it is instead the result of the labor market demands of more 

advanced industrialized countries (Piore 1979). Essentially, labor markets in these countries are 

thought to be divided into two separate sectors, one consisting of stable, high-paying jobs; and a 

secondary sector whose jobs are characterized as having dangerous working conditions and low-

pay. Movement between the two sectors is exceptionally rare. In these advanced industrialized 

countries, there is a shortage of low-educated workers who are willing to accept riskier jobs, and 

as a result, these nations create a steady demand for immigrants whom these jobs are preferable 

to what is available to them in their country of origin (Portes and Bach 1985; Taylor 1992).  

Aside from literature which attempts to explain the market characteristics that influences 

individuals to become migrant workers, other studies have been conducted which analyze the 

relationship between the openness of migrant labor and worker skill level. Ruhs worked on a 

study which measured the openness towards foreigners by investigating over 100 labour 

programs in 46 high and middle income countries. He proposed that the openness towards 

foreigners was different based upon the level of worker skill (Ruhs 2011). His paper had several 

key findings:  
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1. The great majority of labour immigration programmes in high- and middle-income 

countries are temporary migration programmes (i.e., programmes that do not grant 

permanent residence on arrival). 

2. All of the existing permanent immigration programmes target high-skilled workers. 

Nevertheless, even among programmes that target very high-skilled workers, two thirds 

are associated with temporary rather than permanent residence status on arrival. 

3. Openness to labour immigration is positively related to the skill level targeted by the 

labour immigration programme, i.e., programmes that target high-skilled migrant 

workers place fewer restrictions on admission than those targeting lower skilled migrants. 

4. The empirical evidence presented in the paper suggests correlations but not necessarily 

causal relationships between openness and skills. 

Foreign Students 

As one of the largest groups of foreigners entering the selected economies for comparison, it 

is important to analyze the comparative openness towards this group. The comparative openness 

can be measured by comparing the total population of foreign students among different countries 

(Bros de Puechredon 2009). Overall, the number of international students has increased by two 

times in the past 10 years to over 3.5 million (Global Education Digest 2012). The number of 

students studying overseas from the US alone has more than quadrupled since the 1980s. 

(Bhandari & Chow 2008) 

One of the reasons behind the new wave of migrant students is related to the global growth 

in higher education (Bhandari and Blumenthal 2009). Globally, higher education enrollment 

increased from 68 million in 1991 to 144 million in 2005 (Unesco Institute of Statistics 2013). 

This increase in overall enrollment has simultaneously put a heavy pressure on the higher 

education systems of many countries, causing large numbers of students to seek higher education 

outside of their country of origin. “There remains, thus, an enormous unmet and growing 

demand for international education and a huge capacity worldwide to absorb more international 

students” (Bhandari and Blumenthal 2009). 

Another trend that has been researched is that students have started seeking “nontraditional” 

countries to study in. This is to say that students are deciding to study in countries other than the 

US, the UK, and France, which have historically attracted the largest number of foreign students. 
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The movement of students has generally been characterized as a movement from developing 

countries to developed countries (Altbach 2007). Though this trend continues today, the number 

of students choosing less traditional destinations for their overseas study experience is starting to 

rise significantly. 

Countries that have traditionally been characterized as “sending” countries have begun to 

develop their own strategies for attracting international students and encourage international 

exchange. Singapore is pioneering this trend with its “Education Singapore,” a new agency 

whose primary purpose is marketing Singapore abroad as a competitive study abroad location 

with the goal of attracting 150,000 foreign students by 2015. China has also announced plans to 

host 300,000 foreign students by 2020. Similarly, Japan has set the an incredible goal of hosting 

one million students by 2025 (Bhandari and Blumenthal 2009). 

Another idea which must be considered is the potential for these foreign students to become 

a source of highly skilled labor. In the 2010 edition of the International Migration Outlook: 

SOPEMI, the number of international students who stay after graduation to work in their host 

country was calculated by analyzing the number of changes in visa status. The results they 

discovered were impressive – the estimated stay rates were between 15% and 35%, with an 

average of 21% (International Migration Outlook 2010). Many countries today view 

international academic mobility and educational exchange as a key element in building 

intellectual capital and remaining competitive in an increasingly globalized world (Bhandari and 

Blumenthal 2009). 

Tourism 

 

 Tourism and its relationship to both immigration and trade has become an increasingly 

popular topic in academia. Immigration and trade have been discovered to be closely tied with 

the tourism industry (Eilat & Einav 2004). In 2002, Oigenblick & Kirschenbaum developed a 

tourism-immigration model that was based on predictors of push/pull migration and tourism 

theories. The results of her study showed that tourism can be a strong facilitator of immigration 

(Oigenblick & Kirschenbaum 2002). In Leitao & Shahbaz’s 2012 paper on the relationship 

between immigration and tourism demand in Portugal, the study found that Portuguese tourism 
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demand was directly correlated with immigration. In essence, tourism encourages immigration 

(Leitao & Shahbaz 2012). 

Tourism and its ties to trade were investigated in Keum’s paper titled, “Tourism Flows 

and Trade Theory.” In this study, two trade theories were used in an attempt to explain tourism 

flows. The Linder Theory explained international trade patterns as a demand-based theory. 

Linder believed that the more similar income levels and demand patterns between two countries 

become, the greater the trade volume between the two will be (Linder 1961). The other theory 

tested in this paper was the gravity theory developed by Isard (1954). Essentially, the gravity 

theory for trade flows states that trade flows between two countries are proportional to the scale 

of their economies and inversely affected by the distance between the partners (Keum 2010). 

His study discovered that the gravity model can provide a general explanation to the 

global flows of tourism and trade. In essence, these flows are based upon the economic size and 

distance between the origin and destination. In short, bilateral tourism is more likely to occur in a 

country where the general economic size of the origin and destination is larger, and the distance 

between the two countries is closer (Keum 2010). 

Visa Requirements 

 Visa restrictions play a powerful role in controlling the flow of foreign nationals across 

borders. Possessing a visa is often times a basic requirement in many countries for certain 

nationals who wish to enter their territory. In this way, visa requirements or the lack thereof, are 

also an indication of the relationship between individual nations and the status of the country 

within the international community of nations (Henley & Partners 2012). 

 Visa restrictions act as a deterrent against unwelcome visitors that “is binding before 

visitors even arrive at one’s borders” (Neumayer 2010a). While still in their home country, 

visitors must pay the additional cost of the visa itself. In addition, they must set aside time to 

travel to the embassy, and once they’ve arrived, often end up spending a vast amount of time 

waiting on line to speak to a representative. Assuming a potential visitor completes this lengthy 

process, he may still find himself being rejected without the embassy for any obvious reason. In 

reality, visa restrictions deter both welcome and unwelcome visitors. According to a study 

conducted in 2010 on the effects of visa restrictions and bilateral travel, it was discovered that 
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visa restrictions between countries can reduce the number of visitors by as much as 63 percent 

(Neumayer 2010a). 

As a result, there are serious economic implications arising from such restrictions 

between countries.  These effects are much farther reaching than simply hurting tourism 

industries. The exact nature of these effects has been investigated in several studies conducted by 

Eric Neumayer. In his research, he found that “unilateral visa restrictions imposed by one 

country without reciprocal visa restrictions in the partner country reduce bilateral trade by up to 

19 per cent” (Neumayer 2010b). This percent rises up to 25 percent if both countries have visa 

restrictions in place against nationals from each respective country. Furthermore, both unilateral 

and bilateral FDI are also reduced by 25 percent (Neumayer 2010b). Considering these findings, 

it appears that visa restrictions directly impact openness towards foreigners, specifically by 

reducing the number of foreign tourists and bilateral trade, the latter being a key factor in market 

openness (Open Markets Index 2011).   

 

Trade and Foreign Direct Investment (FDI) 

 

 A key indicator of the relative openness of a market is the ratio of trade to GDP. Here, the 

nominal value of exports and imports of goods is compared to the gross value added of domestic 

output. This ratio examines how important international trade is to a nation’s economy.  

Unfortunately, it may be biased towards low-income nations, due to the lower valuation of their 

currencies. Another similar bias is that small economies generally depend more on international 

trade than larger ones. For these reasons, additional ways of measuring openness should be 

utilized to generate a more holistic image of a nation’s relative openness (Open Markets Index 

2011). 

 Foreign direct investment (FDI) flows play an important role in technology transfer and 

the integration of an economy into global production networks. Through foreign-owned local 

distribution networks, they also facilitate market access for imported goods. FDI inflows often 

contribute to an increased level of imports both directly and indirectly. Foreign subsidiaries are 

more likely to have a higher volume of imports than a domestic firm in the same industry even if 

both supply only the domestic market, because the foreign owned company is often better 

informed of the potential to source inputs from overseas (Open Markets Index 2011). 
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 These two measurements of external openness and their relationship with economic 

growth have been at the center of much academic research and debate (Cieślik & Tarsalewska 

2011). In Cieślik and Tarsalewska’s (2011) study, both trade and FDI were shown to be 

positively related to economic growth in developing countries. One of the most notable finds of 

this paper was that the magnitudes of the estimated parameters for FDI were always higher than 

trade. This suggests that while both factors are important for overall growth, openness towards 

FDI is more critical than openness towards trade. 

Logistics Performance 

 

An enabling logistics infrastructure for exports and imports is needed for a country to 

participate in the global economy and to provide meaningful access to its market (Open Market 

Index 2011). Logistics includes an array of integral activities – from transport, warehousing, 

cargo consolidation, and border clearance to in country distribution and payment systems. A 

competitive network of global logistics is the backbone of international trade (The Logistics 

Performance Index and Its Indicators 2010). 

 

3. Conceptual Framework 

 This chapter will describe the framework. Currently, there is no study available which 

provides a solid framework for analyzing a broader definition of openness towards foreigners.. 

Instead, each paper on the openness towards foreigners has been with respect to a single field, 

such as tourism (WEF Travel and Tourism Competitiveness Report 2013), labor (Ruhs 2011), or 

towards market openness (Open Markets Index 2011).  The framework used in this case study 

draws from the logic and data used in these works to construct a more holistic interpretation of a 

country’s openness towards foreigners. The aggregated data can then be used in conjunction with 

variables representing market openness to create a ranking of the selected economies overall 

openness. The framework is divided into two categories for openness – social openness and 

market openness – whose aggregated score is used to generate the final ranking. The factors 

included and researched under social openness include the following: education, tourism, labor, 

and visa restrictions. The first three concepts were selected for comparison due to the fact that 

these three groups of foreigners were the largest groups to enter the selected locations (statistics 
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drawn from each country’s immigration bureau). In addition, while other factors and data sets 

were considered to measure openness towards foreigners, the data ultimately used in this paper 

came from the most recognized and reliable sources.  

Social Factors 

For the first variable, education, the measurement used to rank the relative openness of a 

country towards international students is a simple ratio of foreign students out of total students 

enrolled in tertiary level education. According to a study conducted on the openness of cities, 

one of the key factors for measuring openness is the capacity to attract international populations 

(Bros de Puechredon 2009). In order to account for the size of each country, this figure is 

presented in a ratio instead of the actual number of international students. 

 The index used to measure foreign labor openness was taken from Martin Ruhs’ working 

paper titled “Openness, Skills and Rights: An empirical analysis of labour immigration 

programmes in 46 high- and middle- income countries.” In his study, Ruhs (2009) developed an 

index which measured the openness of over one hundred labor programs across the world. Ruhs 

defined openness as a measurement of the extent to which labor programs restrict the admission 

of foreign workers. Programs with high degrees of openness were characterized as having low 

employment restrictions. Similarly, programs with low openness had high restrictions. These 

restrictions were classified into three groups: quotas, demand restrictions, and supply restrictions. 

Some of the countries selected for comparison in this paper had more than one labor program 

due to divisions between white and blue collar workers. In these cases, an average of the two 

scores was used because the goal of this paper is to measure the overall openness towards 

foreigners of the aforementioned groups. 

 The measurement used to measure tourism openness is the sum of tourism expenditures 

and receipts to GDP. International tourism expenditures are the expenditures of international 

outbound visitors in other countries, including payments to foreign carriers for international 

transport. International tourism receipts are expenditures of international inbound visitors in 

other countries, including payments to foreign carriers for international transport (WEF Travel 

and Tourism Competitiveness Report 2013). The basis for this figure is that it was similarly used 

in the WEF Travel and Tourism Competitiveness Report 2013 to measure tourism openness. 
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Lastly, during the course of investigating the current research on the topic of openness, it 

became apparent that visa restrictions play a large part in bilateral travel (Neumayer 2010a) and 

therefore is innately linked with the three variable groups. Considering the fact that visa 

restrictions could potentially inhibit tourists, students, and workers from entering a country, it 

was included as a final variable under social factors for this study. Data for this factor was taken 

from the WEF Travel and Tourism Competiveness Report 2013. 

The data used for social factors was explicitly chosen to represent the social concept of a 

foreigner because they are strong quantitative  

Market Factors 

 The three market factors used to analyze overall market openness are as follows: trade, 

foreign direct investment, and logistics performance. These measurements were used as key 

components to measure observed trade openness, openness to capital flows, and trade-enabling 

infrastructure respectively in the 2011 Open Markets Index. 

 Trade was measured as a ratio of overall trade to GDP. The value of both exports and 

imports of services and goods is compared to the value added of domestic output. This is a key 

indicator of market openness as it broadly reflects the relative importance of international trade 

to an economy (Open Markets Index 2011). This data was taken from the World Bank’s 

indicators for trade to GDP ratio. 

 FDI plays an important role in the integration of a country into global production network. 

Furthermore, it is involved in furthering technology transfer between two countries as well as 

facilitating market access for imported goods (Open Markets Index 2011). The figures compared 

in this study were FDI inflows to GDP. This indicator “reflects both a country’s policy towards 

inward investment and its attractiveness towards foreign investors due to market size or resource 

endowments” (Open Markets Index 2011).The data used to measure this variable is derived from 

the World Bank’s information on FDI inflows. 

 Finally, because an enabling infrastructure for exports and imports is needed to 

participate in the global economy and to provide meaningful access to its market, the relative 

strength of a country’s logistic network is incorporated as a part of market openness. The data for 

this figure is taken from the 2010 Logistics Performance Index published by the WTO.  This 
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index summarizes the performance of countries in six areas that capture the most important 

aspects of the logistics environment:  

• Efficiency of the customs clearance process. 

• Quality of trade and transport-related infrastructure. 

• Ease of arranging competitively priced shipments. 

• Competence and quality of logistics services. 

• Ability to track and trace consignments. 

• Frequency with which shipments reach the consignee within the scheduled or expected time. 

The data used to measure these aspects is derived from a structured online survey 

completed by logistics professionals from multinational freight forwarders and main express 

carriers. A score is then tabulated from these results ranging from 1-5, with the latter being the 

highest possible score. Coupled with other country-specific information gathered in the survey, 

the scores can then be related to logistics performance on the ground. For instance, having an 

LPI lower by one point implies two to four additional days for moving imports and exports 

between the port and a company’s warehouse.  It also translates into a 25% higher rate of 

physical inspection (The Logistics Performance Index and Its Indicators 2010). 

 In summary, this framework is constructed with the explicit purpose of comparing the 

relative openness of the selected Asia-Pacific economies towards their three largest foreign 

national populations. In addition, it allows for the exploration of the relationship between these 

social and market variables for openness. 
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               Social                      Market 

 

 

Figure 1.  The Research Framework 

 

4. Methodology 

Data for each category was compiled from select sources. These results were 

standardized and a correlation test was conducted between the aggregated scores. Comparative 

rankings were then formed for each variable based upon categorical values and lastly, a 

cumulative openness ranking was created using the standardized average of these scores. This 

ranking is constructed with the assumption that all variables have the same weight. 

The formula used for standardization was as follows:  

           (1) 

Openness 

Education 

Trade 

Logisitics 
Performance 

Visa 
Restrictions 

Tourism 

Foreign 
Labor 

FDI 
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This method was chosen instead of normalization due to the relatively small sample size. If 

normalization was used, some data sets contain values which have outlier-like values. As a result, 

the scaling may scale the data to a very small interval. 

The equation used to measure the correlation coefficient was as follows: 

       (2) 

where x  and ȳ are the sample means for social factors and market factors respectively.  

For the purpose of this case study, the definition of openness is the cumulative openness 

of the sample market factors and openness towards the three major groups of foreigners entering 

the selected economies: students, tourists, and workers. The measurement of openness for each 

group is as defined by the source material for the data. 

Foreigners are defined as anyone who travels to or resides in one of the selected 

economies and is not a national of that state. This includes overseas Chinese students in the 

special relationship between China and Taiwan. 
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5. Presentation of Data/Charts – Discussion of Critical Results 

Figure 2 displays the indicator value for openness towards foreign students – a ratio of 

foreign students out of total students. 

 

 

Figure 2. Ratio of foreign students to total students enrolled in tertiary level education 

Source: UNESCO Education Report 17 & 18A and Taiwan’s Ministry of Education Summary of 

Statistics at All Levels in SY 2011 

 

In this graph, it is clear that Singapore has the highest number of foreign students relative 

to the total number of students in tertiary education. Even compared with a similar economy, 

Hong Kong, Singapore is clearly at another level. Among the medium sized economies, Japan 

has had the highest ratio in the time frame; it is interesting to note, however, that South Korea 

has shown more growth from year to year. The United States has had a long history of being a 

popular destination for foreign students and this is visible in the figure. 

One of the key ideas to take note of here is that despite the low ratios for Taiwan and 

China, all of the countries in East Asia have been showing steadily increasing growth in the past 

five years. This seems to reaffirm the trend Bhandari and Blumenthal (2009) described 

concerning the rising number of students in countries that had traditionally been “sender” 

countries. 
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Figure 3 shows the indicator value for openness towards foreign workers – an openness 

score towards foreign labor derived from Ruhs’ study (Scale of 0-1, 1 being the most open). 

 

 

Figure 3. Openness towards foreign labor in 2009 

Source: Ruhs (2011) 

 

From this figure, the labor programs in the two largest economies, China and the US 

appear to be the most open towards foreigners. According to Ruhs’ study, this implies that these 

countries have the least restrictions towards employing foreign workers. This is to say that 

potential migrant workers need to meet comparatively less requirements in order to be admitted 

into the country and similarly, employers need to fulfill less criteria to legally employ foreign 

workers. Although there were significant differences from one to another, the average openness 

of small and medium sized economies was quite similar.  

 Figure 4 illustrates the indicator value for tourism openness – a ratio of tourism 

expenditures and receipts to GDP. Here, expenditures are defined as “expenditures of 

international outbound visitors in other countries.” Similarly, a receipt is defined as 

“expenditures by international inbound visitors.” Both of these values include payments to 

foreign carriers for international transport. 
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Figure 4. Ratio of tourism expenditures and receipts to GDP 

Source: World Trade Organization, and World Bank GDP estimates 

  

As Figure 4 shows, tourism plays a large role in the two smaller economies than compared 

with the others. Taiwan, despite being the smallest of the three medium sized economies, has the 

highest ratios of its class. The ratios for China and the United States have maintained a steady 

rate for these five years. 

Figure 5 shows the indicator value for visa openness – the number of countries whose 

citizens are exempt from obtaining a visa. In this case, special considerations are given for 

situations where citizens are able to obtain visas upon arrival [=0.7] or make use of electronic 

visas [0.5]. 
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Figure 5. Number of visa-exempt countries in 2011 

Source: WEF Travel and Tourism Competiveness Report 2013 

  

Figure 5 illustrates that the smaller trade hub economies of Singapore and Hong Kong have 

the least restrictive visa requirements. Surprisingly, South Korea seems to be significantly more 

open compared with the two other medium sized economies. Finally, the two largest economies 

are also the most restrictive of the seven. 

 Figure 6 displays the indicator value for openness to trade.  Merchandise trade as a share 

of GDP is the sum of merchandise exports and imports divided by the value of GDP, all in 

current U.S. dollars. 

0

20

40

60

80

100

120

140

160

180

N
u

m
b

er
 o

f 
C

o
u

n
tr

ie
s 

Countries



- 22 - 
 

 

Figure 6: Merchandise trade imports & exports (% of GDP) 

Source: World Trade Organization, and World Bank GDP estimates 

  

Here, it is clear that the two major trade hubs of East Asia have economies which rely 

heavily on foreign trade and the two both have similar ratios. Among the medium sized 

economies, Taiwan relies more heavily upon trade than both South Korea and Japan. Among the 

large economies, China has significantly higher ratios compared with the United States. Another 

interesting point to note is the significant drop that occurs in each country from 2008 to 2009 

which can be attributed to the financial crisis that occurred during that time. According to the 

data, all selected economies showed a strong recovery in the following year. 
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Figure 7. Foreign direct investment, net inflows (% of GDP) 

Source: World Bank, International Debt Statistics, and World Bank and OECD GDP estimates 

 Figure 7 illustrates the indicator value for openness to foreign investment – a ratio of net 

inflows from foreign investors to GDP. This figure shows that both smaller trading hubs Hong 

Kong and Singapore are the most attractive locations for foreign investors of the selected 

economies. As in the previous graph, the effects of the financial crisis can be seen between the 

2008-2009 data. One noticeable fact in this data set is that Singapore seems to have been 

impacted by the crisis a year earlier than the other countries.  

 Figure 8 shows the indicator value for logistics strength – the logistics performance score 

derived by the World Bank in its 2007 and 2010 Logistics Performance Index. The LPI scores 

range from 1-5, with the latter being the highest performance value. 
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Figure 8. Logistics Performance Score 

 

Source: The Logistics Performance Index and Its Indicators 2010, World Bank 

 

The last of the market factors shows that Singapore ranks highest among the selected 

economies in terms of logistics performance. It’s score of about 4.09 implies that it takes at least 

one to two days less than China (3.32) to move imports and exports between ports and a 

company’s warehouse. Another noteworthy fact here is that while most saw an increase in 

logistics performance between the two years, Hong Kong and Japan saw slight drops in 

performance. 

 The scores for the most recent data sets were standardized and correlation tests were used 

to measure the relationship between social and market variables. The reason for using only the 

latest data is to present a construct of openness most closely related to the date this paper was 

completed. Data for visa restrictions and labor openness contained data that was not from 2010. 

Though the exact number of foreign nationals that may enter one of the selected economies visa 

free may be different from 2010, this measurement assumes that these values would not be 

enough to alter the comparative position. Similarly, it is possible for labor programs to change 

from one year to another; however, this paper assumes that these changes would not be 
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significant enough to change the comparative position. Tables 1 and 2 show the standardized 

scores for social and market variables, respectively. 

 

Table 1: Social Factors Comparison (2010)  

Country Tourism Education Visa Restrictions Foreign Labor 

Singapore 1.110196 2.228491 1.31860 0.22003 

Hong Kong 1.715494 -0.16520 1.11028 -0.97066 

Taiwan -0.18842 -0.57658 -0.60436 0.47906 

South Korea -0.48497 -0.43009 0.549417 -0.52213 

Japan -0.79778 -0.19167 -0.25182 -1.41919 

China -0.68132 -0.63036 -1.21330 1.255984 

United States -0.67320 -0.23460 -0.90883 0.95691 

 

Table 2: Market Factors Comparison (2010) 

Country Trade FDI Logistics Performance Average Score 

Singapore 1.19064 1.02787 1.60718 1.275228 

Hong Kong 1.59687 1.80935 0.26062 1.222282 

Japan -0.83130 -0.64990 0.65156 -0.27655 

Taiwan -0.03450 -0.64990 -0.47780 -0.38740 

United States -0.86110 -0.52150 0.17375 -0.40297 

South Korea -0.39590 -0.64380 -0.78190 -0.60719 

China -0.66480 -0.37200 -1.43340 -0.82341 

 

 From these two tables, as well as the previous charts, it is clear that the size of each 

economy plays a major impact upon many of the measured variables. The small trading hub 

economies of Singapore and Hong Kong measured extremely high among most social and 

market factors. Similarly, the largest economies, China and the United States, had relatively 

small values across most variables. However, despite these biases in scale and capacity, the data 

set can still be used to examine the relationship between both social and market variables. The 

Open Markets Index (2011) measured market openness utilizing an aggregate score of trade, FDI, 
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and logistics values, and thus, a correlation test between each social variable and an aggregate 

market openness (utilizing the average score of the three factors) was conducted. 

 Table 3-6 show the results of a correlation tests conducted between the social variables 

for openness towards foreigners and market openness. 

Table 3: Correlation results between visa requirements and market factors 

Economies Visa Requirements Market Factors 

Taiwan -0.60436 -0.22257 
China -1.21330 -0.31725 

Hong Kong 1.11028 0.42248 
Singapore 1.31860 1.21933 

Japan -0.25182 -0.66511 
South Korea 0.54942 -0.22194 

United States -0.90883 -0.21493 

Correlation Coefficient 0.755051811 High Positive Correlation 

  

Table 4: Correlation results between education and market factors 

Economies Education Market Factors 

Taiwan -0.57658 -0.22257 
China -0.63036 -0.31725 

Hong Kong -0.16520 0.42247 
Singapore 2.22849 1.21932 

Japan -0.19167 -0.66511 
South Korea -0.43009 -0.22194 

United States -0.23460 -0.21493 

Correlation Coefficient 0.864683714 High Positive Correlation 

 

Table 5: Correlation results between tourism openness and market factors 

Economies Tourism Openness Market Factors 

Taiwan -0.18842 -0.22257 
China -0.68132 -0.31724 

Hong Kong 1.71549 0.42248 
Singapore 1.11019 1.21933 

Japan -0.79778 -0.66511 
South Korea -0.48497 -0.22194 

United States -0.67320 -0.21493 

Correlation Coefficient 0.830176773 High Positive Correlation 
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Table 6: Correlation results between openness to foreign labor and market factors 

Economies Openness To Foreign Labor Market Factors 

Taiwan 0.47906 -0.22257 
China 1.25598 -0.31725 

Hong Kong -0.97066 0.42248 
Singapore 0.22003 1.21932 

Japan -1.41919 -0.66511 
South Korea -0.52213 -0.22194 

United States 0.95691 -0.21493 

Correlation Coefficient 0.05515879 Weak relationship 

 

 From these tables, it is clear that there is a very strong positive relationship between 

student, visa, and tourist openness with market openness. However, the linkage between foreign 

labor as measured by Ruhs (2011) and the market openness appears to be very weak. 

 

6. Conclusions and Discussion 

 With the results of these derived data sets, the two questions posed in the beginning of 

this study can now be answered. Is there a relationship between openness towards the three 

largest groups of mobile foreigners and market openness? How do the selected Asia-Pacific 

economies compare in social and market openness? 

 According to the results shown in Tables 3-6, a strong relationship does exist between 

openness towards the three largest groups of foreigners and market openness, with the exception 

of foreign workers. The correlation coefficients for these three variables were above .75 

indicating a strong positive relationship. If the social concept of openness to foreigners is 

correlated with market openness, one must question if openness to other social variables such as 

religion or political systems, is also related to market openness. These ideas may be grounds for 

future studies. In addition, the evidence presented in this paper suggests correlation, but not 

casual relationships between the two categories of variables. It may be possible that there 

causality exists between these two groups, but this is also outside the scope of this study and may 

be a direction future research on openness should be headed. It would be extremely interesting to 
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determine whether market openness or superior market performance could be a result of 

openness towards foreign populations or vice versa. 

The other question, concerning a comparison of the seven economies requires divisions 

across size of economies. The smaller trading hub economies Singapore and Hong Kong 

displayed extraordinarily high results across most measured variables. Similarly, the largest 

economies ranked much lower. Unfortunately, data required to eliminate differences in scale and 

capacity could not be compiled, and thus Ferrieri’s formula was not used to account for this. 

However, despite this, it is possible to see identify an increasingly openness trend across these 

economies. It would be interesting to investigate this and may be a direction future research 

could be headed.  

It is clear that the concept of openness is a key factor impacting economic growth and 

development. Considering the vast literature that has supported this idea, it would seem wise for 

nations and their governments interested in maintaining a strong economy to investigate means 

of increasing their levels of openness. If the social variable of openness to foreigners is related to 

market openness, it is logical to assume that other social factors may be tied with market 

openness as well. More research should be conducted which explores these ideas. As this paper 

shows, there is a large difference between the openness of the economies studied. If these nations 

hope to maintain a competitive edge in this increasingly globalized world, it would be advisable 

for them, especially those currently lagging behind, to put more emphasis on improving their 

relative openness.  

7. Limitations 

The results of this paper refer to the concept of openness as defined in this paper. The 

definition of openness is the cumulative openness of the sample market factors and openness 

towards the three major groups of foreigners entering the selected economies: students, tourists, 

and workers. The measurement of openness for each group is as defined by the source material 

for the data. Foreigners are defined as anyone who travels to or resides in one of the selected 

economies and is not a national of that state. This includes overseas Chinese students in the 

special relationship between China and Taiwan. 
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Finally, one could argue that there the data discrepancies for labor and visa openness that 

should be considered. Data for this time period could not be acquired. As stated earlier, this 

paper assumes that these provide an accurate estimate of the conditions in 2010 and that given 

changes to these figures, the relative positioning among the comparative study would remain 

similar. Despite these limitations and assumptions, the results of this study should still be 

interpreted because they provide some grounding for further studies in this area.  
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Appendix 

Appendix Table 1. Ratio of foreign students to total students enrolled in tertiary level education 

Year 2006 2007 2008 2009 2010 

Taiwan 0.00299 0.00397 0.00468 0.00581 0.00655 

China 0.00156 0.00166 0.00191 0.00209 0.00231 

Hong Kong 0.03158 0.0323 0.02914 0.03636 0.039 

Singapore 
   

0.20339 0.2278 

Japan 0.03201 0.03171 0.03214 0.03397 0.03691 

South Korea 0.00695 0.00996 0.01258 0.01554 0.0181 

United States 0.03344 0.03355 0.03422 0.03458 0.03352 

Source: UNESCO Education Report 17 & 18A 

 

  

http://www.uis.unesco.org/Education/Documents/ged-2012-en.pdf
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Appendix Table 2. Openness towards foreign labor 

Economy Program 

 

Score 

Average 

Score 

Taiwan Work Permit (Blue Collar workers) (TAI)  0.542 0.702 

 

Work Permit (White Collar workers) (TAI)  0.861 

 China China Work Visa (CHIN)  0.750 

 Hong Kong Imported workers (HK)  0.569 

 

 

Professionals Programme (HK)  0.625 0.611 

 

Quality Migrants Programme (HK)  0.639 

 Singapore Work Permit (Foreign Worker) (SING)  0.583 

 

 

S Pass (SING)  

 

0.667 0.685 

 

Employment Pass (SING)  0.806 

 

Japan 

Trainee Visa 

(JAP)    0.528 

 

 

Working visa 

(JAP)    0.583 0.556 

Korea Employment Visa (Non-professional employment) (KOR)  0.542 0.639 

 

Employment Visa (Special Occupations, Professional 

employment) (KOR)  0.736   

United States EB2 Advanced degree holders (US) 0.653 0.653   

 

H1B (US) 0.653 

 

0.653   

 

H-2A (US) 0.708 

 

0.708 0.731 

 

H-2B (US) 0.708 

 

0.708   

 

EB1 Priority Workers (US) 0.833 0.833   

 

O1 (US) 0.833   0.833   

Source: Ruhs (2011) 
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Appendix Table 3. Tourism Expenditures & Receipts/GDP 

Year 2006 2007 2008 2009 2010 

Taiwan 0.0420 0.0436 0.0421 0.0381 0.0549 

China 0.0241 0.0213 0.0188 0.0180 0.0185 

Hong Kong 0.1529 0.1573 0.1657 0.1680 0.1955 

Singapore 0.1353 0.1332 0.1513 0.1299 0.1508 

Japan 0.0113 0.0114 0.0109 0.0094 0.0099 

South Korea 0.0310 0.0322 0.0375 0.0356 0.0330 

United States 0.0179 0.0186 0.0203 0.0184 0.0191 

Source:  WEF Travel and Tourism Competiveness Report 2013 

 

Appendix Table 4. Visa Requirements (Number of countries whose citizens are exempt from 

obtaining a visa [= 1.0], able to obtain one upon arrival [= 0.70], or obtain an electronic visa [= 

0.50] out of UN in 2011) 

Country Exempt countries 

Taiwan 41 

China 3 

Hong Kong 148 

Singapore 161 

Japan 63 

South Korea 113 

United States 22 

Source: WEF Travel and Tourism Competiveness Report 2013 

 

Appendix Table 5. Merchandise exports and imports divided by the value of GDP, in USD 

Year 2006 2007 2008 2009 2010 

Taiwan 116.9 123.8 126.8 93.8 138.7 

China 64.9 62.3 56.7 44.2 50.1 

Hong Kong 340.2 340 348.1 318.5 368 

Singapore 366.9 333.9 394.5 293.1 310.9 

Japan 28.1 30.7 31.8 22.5 26.7 

South Korea 66.7 69.4 92 82.3 87.9 

United States 22.1 22.7 24.3 19.1 22.5 

Source: World Trade Organization, and World Bank GDP estimates 
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Appendix Table 6.  Foreign direct investment, net inflows (% of GDP) 

Year 2006 2007 2008 2009 2010 

Taiwan 0.02 0.02 0.01 0.01 0.01 

China 4.60 4.50 3.80 2.60 4.10 

Hong Kong 23.2 29.4 30.60 25.40 36.20 

Singapore 26.4 27.8 6.80 12.80 24.70 

Japan -0.10 0.20 0.40 0.30 0.01 

South Korea 0.40 0.20 0.40 0.30 0.10 

United States 2.20 2.40 2.30 1.00 1.90 

Source: World Bank, International Debt Statistics, and World Bank and OECD GDP estimates 

 

Appendix Table 7: Logistics Performance Score 

Year 2007 2010 

Taiwan 3.64 3.71 

China 3.32 3.49 

Hong Kong 4.00 3.88 

Singapore 4.09 4.19 

Japan 4.02 3.97 

South Korea 3.52 3.64 

United States 3.84 3.86 

Source: The Logistics Performance Index and Its Indicators 2010, World Bank 

 

   


