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REPLICATING EUROPE 1992 WITHIN THE PACIFIC RIM:     PREREQUISITES, ALTERNATIVES, RECOMMENDATIONS
                                                        INTRODUCTION


Perhaps the most significant happening in the  second half of the twentieth century became effective on December 31, 1992, the  elimination of hundreds of border restrictions upon goods, services, labor and capital between twelve Western European countries and the establishment of uniform procedures and practices for the entire European Common Market. This is being accomplished by the legislation of nearly 300 directives by the European Parliament to be implemented by the member nation-states by the end of 1992.  This event has been nicknamed "Europe 1992" even though it won't actually be operational until 1993. We will conform to the accepted practice and when we discuss ‘Europe 1992’, we will be referring to this process of the removal of economic restrictions; when we discuss  the ‘European Market’, we are  referring to the result of the economic consolidation of Europe.


This process of free trade and its subsequent inevitable economic consolidations once started could well  begin an irreversible political consolidation of Europe that could result by the mid twenty-first century as the long awaited "nation of Europe."  The effects of the consolidation have already started to be seen in the mergers, acquisitions, and restructurings of European businesses, in  the destruction of the Iron Curtain and for all practical purposes  the Warsaw Pact and its military threat to Western Europe. As one European industrialist commented, “ My grandfather was local, my father was national, and I have to become European . . . It is no longer true that you can remain local and survive.” What he has learned, the rest of Europe (and the world) is quickly becoming aware of.


The success of the Common Market and its post-1992 successor, the European Union is without comparison.  When completed, with the almost inevitable inclusion of those European countries not currently included as well as most of Eastern Europe and potentially even the Baltic nations, it will have a population, GNP, economic and political force second to none among the world’s great powers.  Already, countries in the Pacific Rim are taking notice of this potential economic giant and threat and wondering what they might have to do to compete against it.  Thoughts of a similar Common Market among  the Pacific Rim nations are already being discussed.  In this paper we examine the Europe 1992 phenomena,  what it is, what it isn’t,  those factors that have made it a success story, offer some prerequisites for a similarly functioning Economic Confederation of the Pacific Rim,  provide several alternative arrangements of what this body might resemble, and give some recommendations of the final form it might take in order for it to succeed as a viable functioning entity.



                          Europe 1992: What it is:


The European Single Act which was adopted in 1987 reaffirmed the member countries’ commitment to a European Union; provided for institutional reforms involving the European Council, European Parliament, European Supreme Court, and the Council of Ministers; and provided for initiatives for a single internal market. It is this third item that has the most significant economic implications as it moves to remove obstacles to trade barriers, and more importantly, removes numerous local regulations that encumber even the simplest of product standardization efforts between member countries.  Of the 285 legislated directives, approximately 100 had been enacted by the end of 1988.


Effective December 31, 1992, the flow of capital, labor, goods, information and services between member nations is to be free, unrestricted and without border obstacles. The key changes include:


•  abolishing all frontier controls that hinder by red tape and paper work the efficient movement of goods and people within the member nation-states. One single common two page form will allow transport of goods between the Atlantic and the Black Sea.


 •  removing thousands of often invisible trade barriers caused by different national product regulations and technical standards and the creation of uniform standards, environmental  laws, health , safety and product regulations across the member nation-states.


•  bringing greater uniformity to all nations excise and value added taxes and exchange controls


• freeing flow of capital so money can move anywhere within the common market; abolish exchange controls; eliminate differences in property and bankruptcy laws; liberalization  of financial  market securities to achieve a single European financial market among all member nation-states.


•  recognizing the rights of workers and professionals to hold jobs anywhere within the member nation-states; removal of residence requirements; provide intermarket respect of diplomas; uniform conditions for licensing of professionals, their certifications, and mutual respect across borders. 


•  licensing restrictions in banking and insurance removed and competition in air transport introduced.

The expected results are that there will be increased economic growth without  inflation, rising employment and industrial production, increased competition and lower prices to consumers, more economic and industrial efficiency, lower public sector deficits and improved external trade. It has been estimated that by deleting barriers, $75 to 90 billion will be saved per year and increased competitiveness will lower costs to consumers by between $70 and 120 billion, significant savings indeed.


However, the road to the economic consolidation of the member nation-states into a European Market is not without its possible drawbacks and obstacles. Two major problems are foreseen with the Europe 1992 process: member states must still implement the policy decisions, and delays by various countries could result in uneven and delayed uniformity after the 1992 deadline.  There is an inordinate amount of attention being given to the details of the implementation but very little on the policy level; this is analogous to designing a bridge but having no idea of where to put it.


A good example of the problems associated with the Europe 1992 process is the plan to give Brussels (the sitting capital) the mandate to negotiate air traffic rights between the the member nation-states and the rest of the world.  The pooling of all national airlines  interests would bring the trading bloc more traffic rights, better economic terms, and new destinations.  Inequalities in the size of the member nation-states and the national airlines could provide some real nasty problems.  If all the member states are treated as equals, the largest nation-states and national airlines would lose out.  The smaller nation-states worry about  if the commission would be even handed.  Would it even be beneficial and cost efficient say others?  Could such a commission handle about 700 bilateral air traffic agreements that the current member nation-states have with 85 foreign countries.  And this is but one of the hundreds of areas that must be resolved for successful completion of the Europe 1992 process and the evolution into the European Market.

                                                  Europe 1992: What it isn't:


However, despite the nearly 300 legislative acts to become law as of 1993, some items crucial to a Unified Europe, a "United States of Europe" will not be readily or speedily  implemented. These crucial items include:


•  No central bank


•  No common currency or uniform financial policy


•  No common sovereignty


•  No central language


•  Member states' social legislation not affected


•  No Common Culture



Nationalism will still remain strong and perhaps a dominant force in Europe for years to come. French, Germans, English, or Italians who have deemed themselves such for hundreds if not thousands of years are not likely to become 'European' overnight and put aside their ancestry and deep rooted regional feuds. Even today, the French and Germans consider the other country the major enemy--only this time the war is economic not military in scope but the stakes are still the same: Becoming the dominant power in all of Europe.  For both the short and long term, it is highly likely Germans  will think of themselves as Germans first and Europeans second and the rest of the European nationalities will view themselves likewise. 


There exists little analogy between the resultant European Market and the consolidation of the thirteen colonies into the United States of America. The thirteen colonies had a common language, had successfully prevailed in a common war, and had a common heritage. The oldest colony had been in existence at most 150 years prior to the revolution. To compare the thirteen colonies to twelve European countries with as many languages, cultures, and over a thousand years of ingrained ethnic rivalries is simplistic.   A true consolidation  will require decades if not an entire century to jell and stabilize.  However, if we view Europe in cultural terms as contrasted to geographical, political or economic terms, it can then be perceived as a creation of its writers, painters, composers, and architects without geographical limits.

                             Implications for Europe resulting from 1992:

All of Europe is involved in a period of rapid change as it approaches 1992.  Much like a dynamic kaleidoscope, the picture keeps changing.  However as of early 1990, the following perspectives were evident:


1)The emerging democracies of Eastern Europe may be granted affiliate membership in the European Economic Community as a way of encouraging their economic reforms.


The current 12 nation economic community has expanded its economic help beyond the original targets of Poland and Hungary to include East Germany (now part of Germany), Czech, and Slovakia, Bulgaria, Romania and Croatia and Slovenia.  In addition to direct economic grants, the community is studying the possibility of anchoring these new Eastern democracies to the Free World through a form of association  with the European Community if they want to.  The EEC can grant associate membership to countries to recognize their geographic proximity, shared political, economic and cultural values and increased interdependence.


One model for such association would be the former European Free Trade Association (EFTA) whose members include Austria, Finland, Iceland, Norway, Sweden and Switzerland.  The EFTA countries are not members of the European Economic Community but enjoy certain economic ties with it.


2)A united Germany may modify the current 1992 formula for establishing a European Market.


3)There’s evidence that Germany is concerned with unification and in building up the economies of the former Soviet Eastern bloc.  Germany is investing its capital and expertise in the East, looking ahead to the day when the Eastern European states--not to mention the giant Soviet Union itself-- can boast healthy economies and perhaps they too can become member nation-states of the European Market.


4)The post-1992 single market of 320 million could balloon to as many as 800 million, depending on whether or not the Soviet Union with its nearly 300 million citizens is included along with all the other nations that are expected to eventually join the European Market outright or to assume some sort of associate status.


5)Efforts by American, Japanese and other non-European based firms to enter the European  Market is rapidly increasing.   Those firms with plants and subsidiaries existing prior to 1/1/93 will more likely be grandfathered and considered European in nature.  Strategic Alliances, mergers, and acquisitions are increasingly necessary; The longer one waits, the less desirable of partner one will be inclined to get. And so, the rush is on now to find partners. By every indication, Japanese investors and corporations have been moving quickly to establish a beachhead in Western Europe and are now moving even more quickly into Eastern Europe.


6)A number of other Pan-European countries have indicated--to varying degrees--an interest in applying for membership in the European Market.  These include Turkey, Cyprus, Malta .


7) There are also some who believe that free Europe is a salient part of the West and that the West is inconceivable without America.  This kind of thinking would include the United States as a member nation-state of the post 1992 European market; this is an interesting prospect indeed since some also believe the United States should be a member of the Pacific Community.


8) Within the member nation-states, many mergers, consolidations,  industrial restructurings, and other strategic alliances  will occur before the 1992  process is completed and even more  after the barriers have been removed.  The number of domestic consolidations and cross border combinations has rapidly accelerated over the last five years (from fewer than 50  in 1984-5 and 140 national mergers, to well over 100 in 87-88 and 225 national mergers among the  major European Companies --). There now exist large numbers of small nationalistic concerns protected within national borders.   Their existence has been largely dependent upon national protectionism and a near monopoly of the small national market. With the advent of 1992, many of these inefficient concerns will be forced  out of business or be merged into larger firms. It is believed that after all the consolidations have occurred, there will be a tendency towards  oligopolist structures on the order seen in the US ( 3 or 4 major pan-European based concerns instead of the 12-20 nationalistic competitive firms within an industry as is seen today). Europe has ten turbine generator businesses versus the US two. For each of these smaller concerns, capacity utilization is a pallid 60%. Sixteen Locomotive manufacturers with utilization rates between 50 and 80% reside in Europe versus only two in the United States for a roughly comparably sized market.  Eleven companies battle for the European Market for Central Office Telephone Exchanges versus only four in the US. (Friberg 1989).  Those companies that do survive the consolidations of the nineties will be tougher and more competitive in nature, and much more aggressive opponents for their US and Japanese competitors. Economies of scale both in manufacturing and research and development will be the inevitable result of consolidations and national mergers.  They will be more streamlined, cost conscious, and marketing focused and be extremely able international competitors.  Competitors who were formerly rather passive will by necessity become aggressive and intense.


9)It has generally been acknowledged that innovation during the last twenty or thirty years within  Europe (with the possible exceptions of France and West German) has been lackluster and usually ranks  behind the efforts of the United States and  even Japan.  Much of this inability has been due to high levels of bureaucracy, restrictive regulations, highly structured labor practices and protected national markets.  The eradication of borders in 1993  will result in  the inevitable consolidation of businesses to better serve the large overall market; and larger more potent competitors will result.  This will also provide incentives for the oligopolies to innovate as a means of competitive strategy. Whether all of the structural obstacles can be removed by 1993 is still in doubt.


10)Multinational firms doing business within Europe will be required to have up to 80-90% of their products composed of local content (supplied by firms based within Europe) to be considered a local supplier and receive all the benefits of the lowered barriers. For example, the Japanese will tend to be at a disadvantage if they seek to assemble Japanese made sub-assemblies on the Continent. This requirement will result in an economic boom in the European Market as manufacturers seek to find local suppliers or have their suppliers also build plants in Europe. Export driven countries, such as Japan, will be pressured to locate plants (not just assembly but full production facilities) in Europe to comply with the local content restrictions. This will require basic strategical changes in many Japanese firms.  Since most American firms with European subsidiaries already have a high degree of manufacture and local content in the goods made in Europe, they will not be as concerned.  However, for new firms contemplating entering the European marketplace (or with a limited presence currently there) any expansion into the European market  should be on a partnership, joint venture, or local manufacturing basis.  To prevent problems with local content restrictions, those American based firms just now venturing into Europe should attempt to add as much local content as possible.  If one has only a single plant based in the states, perhaps the Boeing approach-- subcontracting foreign firms for a high percentage of the parts and subassemblies--would suffice to calm any European objections. 


11)Some version of "Fortress Europe" may be created; there exists a high likelihood of some degree of protectionist tendencies being erected by the European  Market. . . especially towards Japan and to a lesser extent the four tigers of Southeast Asia. Quotas and local supplier content restrictions will likely be used to protect individual industries.  At the same time, great effort will  probably be exerted to substantially open up the well protected markets of the Pacific Rim nations.  Free trade is two way trade and the European Market of the 1990's will have sufficient economic power to open up locked foreign markets if the trading partners wish to compete in the European marketplace.  The European Market must avoid the temptation to protect itself by erecting trade walls and barriers, because if it does so a trade war with drastic  international economic consequences  could well come to pass. 


12)We  expect most of the next decade, or  two, will  be absorbed in resolving imbalances between member nation-states of the European Market that currently exist. For example, between Spain and Germany, there are considerable differences in  labor rates. This is true for most North-South European countries. This has had unusual effects such as an European auto manufacturer building a new plant or adding capacity in Spain while at the same time closing or eliminating capacity at its plant in Germany. This will cause regional  antagonisms to develop (much like the Sun Belt-- Snow Belt rivalry the United States had in the seventies).  Although this is not likely to stop the momentum towards consolidation, equitable resolution of this, and other similar imbalances, is necessary to maintain consolidation momentum.  We do not expect full balance among all member nations,  but the  existing severe imbalances must be addressed before true consolidation can be accomplished.  The final solution  should also take into account other imbalances--such as labor intensive industries located in the south while service intensive technical or professional industries in the high cost north, again much like that seen in the United States.  As a result of these disparentcies, dislocations of labor and capital will be occurring for decades to come.


13) A consolidated Europe may tend towards having common defense goals and unified forces.All member nation-states of the European Market could become a part of NATO.  They would contribute to its joint forces and make it Europe’s security arm, although allowing continued participation by the the United States and Canada. This brings up the question of NATO and its future.  One result  could be a nuclear free Europe by the end of the century.  The European Market with economic and population superiority to the United States will also have the potential to be a military giant to be reckoned with.

Why The Common Market Worked and Why the European Market Will be a Success


There are a multitude of reasons why the Common Market of twelve Western European countries has been so successful and why the successor  European Market  will likewise be an economic powerhouse.  However four major ones comprise especially noteworthy  reasons and provide lessons for the Pacific Rim:


1)Balance.  There does not exists a single dominant economy among the twelve ( or even the 18 or 24)nations either current or potential member nation-states.   Great Britain, France, Italy and Western Germany all rank in the top ten  world economies measured by GNP; all have roughly comparable populations and economies. Even with the addition of East Germany should reunification occur, Germany will be the largest but still  to a large  extent balance will prevail.  Even tiny Luxembourg does not feel as an economic colony of any of the big four.  Balance and partnership among all members seem to prevail.


2) The Headquarters is not located at a site within any of the big 4.  Rather it is located in Brussels, a centralized locale within a small minor member.  This produces a more European rather than nationalistic tones. If expansion continues to include the EFTA and Eastern Europe than a likely capital would be Vienna, once again a centrally located minor country capital.


3)  It is an economic union only.  It has defined the limits and boundaries of the union.  Not even a common currency. The ECU has been proposed but it has a long way to go  before being adopted.  Even if it were adopted, it is a neutral currency not associated with any of the members’ own coinage.   No attempt to impose or subjugate language, culture, or national sovereignty of the member nation-states is being made.  The European Market recognizes the limitations of the Europe 1992 process.   This is not to say that  unity in non-economic spheres may not come to pass  but it will be a gradual process that must be delicately handled and if it comes either multiple choices or a new neutral arrangement not presently existing process will be utilized.



4) Willingness to eliminate all tariff barriers, provide uniform trade and economic regulations. There may exist unhappiness and displeasure at what this means but all member countries (as well as any future members) recognize the necessity and are complying. This can be seen in the Spain-Germany low cost-high cost labor profile discussed earlier.  Some dislocations will occur, but they must be allowed to happen if the European Market is to become a truly competitive international power.  The barriers and tariffs are going to go away.  All have agreed and grumble as they may, they are being dismantled. 

5)
Beyond the implications of the economic logic described in 4) above, European external competitiveness after 1992 could also be enhanced by:


A)
The establishment of rather generous funding of a verbal alphabet and arrangements aimed at enhancing technological cooperation and development.


B)
The increasingly aggressive business attitude in the member nation-states, fueled by the perception that the European Market is in the midst of a global economic struggle with the United States and Japan.


C)
The growing number of Europeans that think that the markets of the future could well be on other continents.  Unless the United States can regain its international competitiveness in a number of leading industrial sectors, what appears to be taking shape is a European-Japanese contest both for larger shares of the United States domestic market and for larger incursions into American markets in third world countries.

Update on the Pacific Rim Community

In the big picture the world economy is gradually and inevitably moving towards international integration.  However the precise nature of such integration and its timing is unclear.  Trade first started out within individual communities, then regions, then states and then countries.  The current trend seems to be towards the establishment of three huge trading blocs--the European; the North American; and the Pacific Rim Community.  Hopefully, these blocs will not digress into becoming Fortresses; but in any case they are forming--- especially in response to the Europe 1992 process.  As discussed previously, the European Market could become very large and very powerful, economically and politically,  in the 21st century.  The question is, what is the Pacific Rim Community of nations doing to compete in this worldwide market?


Although the dynamic developments in Europe are well known around the world, a revolution is also taking place in the Pacific Rim Community.  Some believe this is in response to the inevitable economic and political shift of gravity from Europe and the Atlantic to Asia and the Pacific.  Others see it as a sign of rising protectionism and the division of the world into competing trading blocs made up of Europe, Asia, and the Americas.  Others believe that with the collapse of the East-West divide that international economic interdependence is becoming the strongest guarantor of peace.


For at least two decades, there have been attempts to create some sort of Pacific Basin economic initiative.  In 1967, a group of businessmen formed the PBEC (Pacific Basin Economic Council).  In 1968 ASEAN was created with its commitment to regional, economic, and cultural cooperation and development.  In the late 1970’s, the PECC (Pacific Economic Cooperation Conference) was formed.  However, neither PBEC or PECC could reduce the fears and suspicions, mainly among the ASEAN countries, about being dominated by the larger industrial economies-- and in particular, Japan.


The most recent initiative, APEC (Asia Pacific Economic Cooperation) was started with a preliminary meeting of ministerial level representatives from twelve countries in 1989.  The declared objective of APEC is the support of multilateral trade liberalization, lifting of Asia Pacific trade barriers and the management of regional policy coordination.  These are similar to the Europe 1992 objectives.  However, they will be much more difficult to implement because, unlike Europe, the participating nations are separated by great geographical distances, past rivalries, widely divergent cultures and  significant power imbalances. So, in the foreseeable future, a major APEC  achievement might be simply to get the various participants to meet together and discussing their mutual problems.


At the same time there are pressures for global economic integration; and the rapid march to maturity of the Asian Pacific economics has already transformed several countries into both regional and global commercial rivals. This is true not only in such sectors as electronics, telecommunications, and automobiles, but also in finance and services.  The challenge is to find ways to resolve the overall situation without destroying the trading financial systems that are responsible for the current regional and global successes.


Currently, there are plans to continue holding annual APEC meetings hosted alternately by ASEAN and non-ASEAN members.  The original twelve members were: Australia, Canada, Japan, South Korea, New Zealand, the United States and the six ASEAN countries of Brunei, Indonesia, Malaysia, Philippines, Singapore and Thailand. These represent the market economies of the region with the except of Taiwan and Hong Kong which are likely to be soon added along with the Peoples Republic of China (PRC).


It is widely recognized that the Pacific Rim Community must go beyond concentrating on internal trade difficulties; and go on to reinforce the region’s positive trends by promoting cooperation in areas like human resource development, information and data, tourism, telecommunications, shipbuilding, energy, fishers, foreign investment and technology transfer.  At this time, the member countries are too far apart to develop and institutional infrastructure,  however minimal.  In the next few years about all that can be anticipated is an APEC, or some successor organization, that will provide a non-formal forum for consultation among high level representatives of the significant economies in the Asia Pacific region.  The struggle to create an official organization for more effective regional cooperation will continue to move forward but it still has a long way to go.


An important force in the Pacific is the ASEAN organization which was established in 1968.  Although its six nations (previously mentioned) occupy a total land area less than a third of that of the United States, the ASEAN population of over 300 million is larger than that of the United States and the current EEC member states. ASEAN can be readily described as a dynamic group of developing countries with some of the highest growth rates in the world and the NIC’s of the nineties.  The ASEAN countries have prospered in recent years by the judicious exploitation of their rich natural resources and driving their economies by export led growth strategies, market orientation, and a minimum of government intervention.  As a result, the ASEAN experience is being studied by various groups to determine the extent to which its lessons are applicable to the currently underdeveloped areas and the Pacific Rim Community as a whole.



In his lecture of October 1985 on ASEAN and the Pacific Basin, Dato Masa Hitam made the following observations which are still applicable today.  Unless war or intense conflict comes, greater Pan-Pacific cooperation is inevitable, and there are certain perspectives that should guide this development:


1)
“It is absolutely premature to be thinking of a single over arching organization or institution for the Pacific.”


2)
“We must not take the political road but the functionalist road.  Participation should be based on  interest and on the ability to contribute to a particular functional collaborative effort.”


3)
“It is essential that in pushing the process along, we must not only be pragmatic and flexible but also patient.”


4)
“It is essential that no one try to create or even think of a strategic design”.


5)
“It is absolutely essential to create in the Pacific not a rich man’s club, not a hierarchical system, but a series of arrangements and collaborative efforts that are egalitarian in character and content.


6)
“Above all, to us from the point of view of the ASEAN community, it is absolutely essential that nothing come to pass that will retard or jeopardize that development of the ASEAN spirit, the ASEAN concert, the ASEAN sense of community, and ASEAN as an organization.”

Alternatives for a Pacific Rim Community: What would it look like?


What are some alternatives for a Pacific Rim Community?  We suggest  four possible scenarios.  These are not by any means an exhaustive list of possibilities but are merely meant to provide some discussion on potential alternatives.

1)ASEAN and Market Driven East Asian Countries:  Japan, South Korea, Taiwan,  Hong Kong, Philippines,  Indonesia, Brunei,  Malaysia, Singapore, and Thailand.

2)All ASEAN, South  and East Asian, and Pacific nations:  the above countries plus India, Pakistan, Sri Lanka, China (PRC), Australia, New Zealand, and Pacific Island states.  This would provide two large states--India and PRC-- to balance the presence of Japan.

3) Pacific Rim states:   those countries included in (1) plus the PRC, Australia, New Zealand, Pacific Island States, and the United States. This would provide economic balance to Japan as well as expanding the concept to the entire Pacific Rim.
4) The countries of scenario (2) plus the United States and Canada.  This would be the most encompassing of all the alternatives
Prerequisites for the Pacific Rim Community

Some prerequisites for the Pacific Rim Community can be gathered from our  observations concerning the factors behind the success of the current Common Market and its successor, the European Market:

1) One country can not dominate, including Japan: there needs to be a balance of power.  The lesser states are not going to enter into an arrangement with Japan to end up under their economic hegemony.  They remember all too well the Greater East-Asia Co-Prosperity Era of World War II and their status of subordinate members-- in reality having gone from one colonial power to another.  They won one war by military means and they are not  now going to yield to  economic domination. This is their greatest fear. Alternative 1 is therefore not a likely scenario.  Any Pacific Rim Community alternative in order to have even a mild chance of success must have offsetting elements.  The inclusion of the United States/Canada is one possibility.  Or the inclusion of India, PRC, and Indonesia, all with populations above or close to that of Japan, could possibly lend to the needed balance (although their economic power are still considerably below that of Japan).

2)  Tokyo can not be the headquarters. nor should Beijing, Djakarta, or Honolulu.  However there is an already existing  reasonably centralized cosmopolitan city-state that would make a convenient capital: Hong Kong.  Its existence as the Pacific Rim Community center would also serve to protect its own liberties after 1997.

3) All trade barriers  among member nation-states of the Pacific Rim Community must  be removed.  This includes actual and the so called “invisible” barriers of distribution, etc.   This will be the hardest prerequisite to comply with. For example, Japan’s highly politically protected agricultural tariffs must go.  Japan  or any other member of the Pacific Rim Community  must not be able to pick and choose barriers.  They must accept and then implement if the community is to be a sincere economic confederation similar to that evolving in Europe.

4)The member nations must be willing to nurture to economic democracy the nearby Communist states. A certain  amount of unselfishness must be present and necessary.  When the time is right and these states are ready, Vietnam, Laos, Cambodia, PRC, and North Korea must be accepted into Pacific Rim Community.  Unselfishness and charity is not a readily available commodity for “out” groups in most of the proposed Pacific Rim Community countries. This tendency must be reversed in order to have a successful Economic Confederation.

5)  There must be some degree of commonality associated with all the members.  For all the differences that are exhibited between the European nations-- different languages, cultures, etc., the major commonality that exists is that they all are European in nature.  For a Pacific Rim Community to succeed, the commonality can not be too general, i.e. Asian (since this is too broad and encompassing).  East Asian could be too limiting in perspective .  Pacific Basin could perhaps be sufficient.

Discussion and Recommendations


Alternative one is not likely due to Japanese economic hegemony concerns.   Alternative 2 and 4 begins to include most of Asia and once one starts on the mainland, where in Asia does one stop?  The most satisfactory scenario seems to be Scenario 3 where  the United States/Canada could serve as economic balance to Japan.  The inclusion of South Asian countries would not be necessary.  The inclusion of the United States would be fitting for a Pacific Power and would probably resolve many of its trade deficit problems but then a two bloc world would readily result.  


The Pacific Rim Community is at least a decade away from any formal treaty arrangements.  The European Countries have the advantage of the locale (being physically located close to each other) and historical commonality (The Roman Empire).  The Pacific Rim Community would be physically existing in an area ten times or more the size of the European Market.  And the last time there was any commonality was when the Japanese occupied the area during the second world war (an event most member states remember well and do not want repeated again, either militarily or economically).  The Europeans have had 35 years experience of a limited Common Market before  jumping into the much greater all encompassing  European Market created by the Europe 1992 process.   Given the oriental emphasis on consensus, and the other problems discussed above,  a decade may be too short a timeframe for anything substantial to occur, beyond establishing a framework for meeting and talking.  


In any case,  the European Market formed by the Europe 1992 process and the inevitable greater European Market of 2000  will provide a very competitive force both economically and politically and as a result, the Pacific Rim Community  may be sparked into existence due to necessity.   Further, if a North American Common Market is developed in response to the successes of the European Market, the Pacific Rim Community will have to become a reality in some form, if only out of self defense from the Europeans and American economic blocs.


Therefore, discussions like those generated by APEC, and arrangements like ASEAN, must be continued and expanded in order to increase the likelihood that a countervailing Pacific Rim Community will also be developed.  Otherwise, the Pacific Region countries will have great difficulty competing with the economic giants created in the European Market and the Americas.

