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Introduction


The success of the European Community is without comparison.  With the inclusion of the European Free Trade Association as well as most of Eastern Europe, it will have a population, GNP, economic and political force second to none among the world’s great powers.  Already, countries in the Pacific  are taking notice of this  economic giant  and wondering what they might have to do to compete against it.  The U.S.-Canada Free Trade Agreement and a similar agreement between the U.S. and Mexico will establish a North American Common Market.  Efforts to set up a Common Market of  the Pacific may follow.  This paper  examines the Europe 1992 phenomena,   the factors that have made it a success story,  some of the prerequisites for a similarly functioning Common Market of the Pacific  are offered, and several alternative arrangements of what this body might resemble are provided. Some recommendations of the final form it might take in order for it to succeed as a viable functioning entity are also given.

Why The Common Market Worked and  Europe 1992 Will be a Success


A multitude of reasons exist why the European Community of twelve Western European countries has been so successful and why the successor  post-1992 European Market  will likewise be an economic powerhouse.  The authors have  assimilated the considerable work which has been published on this subject  and have compiled eight  major  reasons are especially noteworthy and provide lessons for any potential Common Market of the  Pacific:


First: Purpose in unity.  The success of the European Common Market is in many ways a result of NATO and its member nations uniting against a common enemy.  The post-war (WWII) Soviet threat forced  Western Europe to bind together.  Nations that had been fighting since the beginning of the millennium (particularly France and Germany--who in the previous hundred and fifty years had fought four  long hard wars against each other-- now not only had the incentive and impetus to work together as well as the crisis brought on by the common enemy.  The experiences gained from  working together  in a defense related posture later proved invaluable in the economic sphere. Western Europe has had over 40 years to unite from its Common Market and NATO experience. 


Second was their proximity.  Being located together on a (relatively) small  land mass meant  economic trade between the units  was natural and intense.   Economic borders do not follow political lines. Belgium and France share common culture, language, and religion;  the Benelux countries go well together;  Netherlands and Germany are adjacent; trading between nations becomes second nature.  This is one of the primary reasons why a Pacific Common Market may take much longer to form, if ever: Distances between potential member countries in East Asia are measured not in the hundreds but in the thousands of kilometers.  


Third, all the nations involved in the European Community and those likely to join an enlarged 1992 European Marketplace are very similar. Despite cultural differences, more cultural similarities than not are to be found.   The nations for the most part are Western in their outlook, derive much of their common culture from Roman and Greek origins, have a common religious-base (Christianity),  are all popularly elected democracies, and are all well developed and industrialized nations (Spain and Portugal and Greece despite their role as ‘undeveloped countries’ in the community still have GNP/capita higher than most other states in the world and are true first world states).The economic distance from strongest to weakest (Germany to Spain) although significant is not overwhelming (as, for example, the distance would be from Japan to Bangladesh).  The EFTA countries will fit right in with the European Community.  This is also why any further inclusion to the Eastern European countries would probably come after (and not before) their economic problems have been resolved and they are over the economic development hurdle.  These similarities make for ease of establishing and maintaining the union.


 Fourth,  the European Community is a balanced community.  A single dominant economy does not exist among the twelve (or eventually the 18 or 24 potential members) nation-states.   Great Britain, France, Italy and  Germany all rank in the top ten  world economies as measured by GNP; all have roughly comparable populations, size, resources  and economies. Although with the addition of East Germany,  Germany now is the largest member of the EEC,  to an important  extent balance will prevail between the four major members.  Even tiny Luxembourg does not feel as an economic colony of any of the big four.


Fifth, the capital of the European community is not located in London, Bonn or Berlin, Paris or Rome (any city within any of the big 4)  but in Brussels, a strategically located central locale in one of the smaller members.   This produces  more European rather than nationalistic tones. If expansion continues to include the EFTA and Eastern Europe, a likely capital would be Vienna, once again a centrally located minor country capital. This further enumerates the balance and Europeanness of the Common Market.


Sixth, it is an economic union only.  It has defined the limits and boundaries of the union.  At the Maastricht 1991 Conference, discussions were held on a common currency (ECU), a central bank, and a common monetary policy; yet national sovereignty between member states will not be violated. The ECU, even if adopted,  is still a neutral currency not associated with any of the members’ own coinage. No attempts have been made nor intend to be made to dominate culturally, politically, or socially one nation over another.  No attempt to impose or subjugate language, culture, or national sovereignty of the member nation-states is being made.  The limits to the common market  are definite.   The European Market recognizes the limitations of the Europe 1992 process.   This is not to say that  unity in non-economic political 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.


 Seventh, a willingness exists to eliminate all tariff barriers, provide uniform trade and economic regulations which existed between the nations.  The member states agreed it was necessary and preceded to take whatever actions were necessary to accomplish it.  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 where auto companies are closing plants in high cost Germany at the same time they are building new plants in low cost Spain.  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. 

Eighth and lastly, Europeans, especially the Germans,  have subjugated their nationalistic tendencies to that of the common good of Europe through such organizations as NATO, the Common Market, and  other economic trade agreements.  They have acknowledged the sins of their past (World War II Nazism), and have looked outward not inward for their future.  That they have successfully accomplished this was seen in the rapidity of their coming to agreement with Poland over the Oder-Neisse as the Eastern Border of Germany, thus putting to rest any questions over the former German lands now in Poland.  Germany has become a solid citizen of the world and member of the European Community.
The Changing Dimensions of the Pacific Trading Market


The scale of the changes taking place is reflected in the immense shifts in regional trade flows.  Between 1965 and 1988 the share of the Pacific countries in world trade grew from 30 to 38 percent.  Pacific countries now transact 65% of their trade with each other without the existence of any framework of economic ties as exist in Europe.  In 1965 the intraregional trade was less than 50%, the proportion of intraregional trade is now approaching that in Europe which in 1988 was almost 71% of their total trade.  Economic indicators point to increasing interdependence (manifested through intraregional trade) among these nations.   As  result of this intraregional trade pattern, this may strengthen, if not initiate, the possibility of a cooperative regional framework.


 In addition, the dozen largest economies of the Asia Pacific region account for nearly a quarter of the world’s GNP.  For more than a decade trade across the Pacific has surpassed trade across the Atlantic.  In 1989 Pacific Basin commerce totaled about $300 billion, about 50 percent more than Atlantic trade. The United States now conducts more than half its trade within the Pacific Basin; Japan between 50 and  60 percent; Australia and  Thailand between 70 and 80 percent.  The Pacific Basin is thus developing into an integrated and interdependent trading system.


Technological marvels, such as supersonic aircraft and satellite communications, have overcome the barriers created by the vastness of the Pacific and have contributed to the development of interdependence and a consciousness of shared interest and destiny. The acceleration of the technological and/or communication revolutions hold the promise of reducing uncertainties and conflicts in the Pacific through intense interaction and globalization. Along with the technological and communication revolutions, Pacific countries are increasingly reaching out to establish new regional markets as well as new channels of contact.  For example, communications between Japan and Korea, and between ASEAN and Australia and New Zealand, have increased dramatically.  This type  of congenial relationships foster cooperation among Pacific nations.


The enormous Pacific Ocean may become an island sea through telecommunications and technology which could, if properly used, avoid the older technology of automobiles and highways, and the ideology that embodies automotive technology, ie: a transportation substitute.  It could be used for educational business (exchange of languages and other forms of instruction between universities), for banking and finance, for business teleconferencing, for government purposes.  In addition, telecommunications could aid in various cooperative ventures such as the creation of a multilateral network of sister cities, joint production of films, video and other entertainment forms, as well as telecommunications tourism (a merging of videos and computers with sensory experiences of other cultures-a possible but still future technological development). The strengths of the Pacific nations include strong large markets, an aggregate export potential unrivaled in the world, and the advantages to be gained with an open international market.

Update on the Pacific Community

In the big picture the world economy appears to be 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 continents.  The current trend seems to be towards the establishment of three huge trading blocs--the European; the North American; and the Pacific.  Hopefully, these blocs will not digress into becoming fortresses; but in any case they are forming--- efforts in the latter two seem motivated particularly in response to the Europe 1992 process.  The European Market could become very large and very powerful, economically and politically,  in the 21st century.  The question is, what can the Pacific  Community of nations do to compete in this triad market?


The rapid increase in the number of regional organizations in different parts of the world is a testimony to and recognition of two fundamental facts.  First, states today face a large number of problems that do not yield to unilateral nationalistic solutions but respond only to multilateral efforts involving a large number of nations.  Second, modern technology and expanding economies are making countries ever more interdependent and inducing their political and economic elites to take a different and broader view of their interests.  A regional framework, in this context, besides promoting mutually beneficial cooperation in diverse fields of activity, can also provide institutional mechanisms for peaceful resolution of contentious issues that are bound to arise as a byproduct of their interdependence.  Moreover, a regional approach to their common international problems is likely to enhance their bargaining position vis-a-vis great powers and extra regional groups.


Although the dynamic developments in Europe are well known around the world, a revolution is also taking place in the Pacific  Community.  Some believe this is mainly a response to the inevitable economic and political shift of gravity from Europe and the Atlantic to Asia and the Pacific.   Others believe that with the collapse of the East-West divide, international economic interdependence is quickly becoming the strongest guarantor of peace.


For at least two decades, there have been attempts to create some sort of Pacific Basin economic initiative.  The earliest proposal for Pacific economic cooperation came from Japan in 1965, when Kiyoshi Kojima, an economist of Hitotsubashi University and Hiroshi Kurimoto of the U.N. Economic Commission for Asia and the Far East proposed the creation of a Pacific Free Trade Area (PAFTA) patterned after the European Economic Community (EEC).  This Pacific trade area was to be a counterpart and a counterweight to the EEC.  It was to comprise five advanced countries - - the United States, Canada, Japan, Australia, and New Zealand - - as full members and the developing nations of the Pacific as associate members.  It would have entailed discriminatory tariffs and trade policies against nonmembers. This idea was taken up by the Japanese government and inspired a series of regionally based Pacific Trade and Development (PAFTAD) conferences.


 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 September 1980 a Pacific Community Seminar was held in Canberra, Australia. Two subsequent conferences-in Bangkok, Thailand in June 1982 and in Bali, Indonesia in November 1983, have been held under the auspices of the organization created in Canberra, the Pacific Economic Cooperation Conference (PECC). The PECC comprised fifteen Pacific counties, including the People’s Republic of China (PRC) and Taiwan.  The PECC has been an annual affair since 1982, and recently agreed to set up a permanent secretariat in Singapore.  Although it is a private body with mainly business and academic members, the PECC serves as an important meeting ground for the exchange of ideas between Pacific leaders.  Some individuals believe that the PECC could be transformed into a Pacific OECD by strengthening government participation. 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 Organization for Pacific Trade and Development (OPTAD), modeled after OECD, was proposed in the late seventies.  It was envisaged as an intergovernmental organization composed of the five developed countries -- United States, Canada, Japan, Australia, and New Zealand; five ASEAN countries -- Indonesia, Malaysia,  the Philippines, Singapore, and Thailand; and South Korea.  Papua New Guinea and the Southwest Pacific states as a group would make the twelfth member of the core group.  Taiwan and Hong Kong could be accorded observer status because of their special circumstances.  The criteria of membership was to have been based on commitment to a market economy.


The  Japanese have begun to give serious consideration of Pacific economic cooperation as part of their national policy. In March 1979 the Pacific Basin Cooperation Study Group was created in Japan under the authority of then Prime Minister Masayoshi Ohira.  Headed by Saburo Okita, who became foreign minister later that year, the group produced a wide-ranging and detailed agenda for regional economic cooperation.  MITI, in its 1988 white paper, proposed an OECD type  organization.   Rather too transparently, MITI indicated  that the purpose  of economic cooperation in the Pacific would be to facilitate continued economic growth in Japan.  In MITI’s conception, agriculture would conveniently be excluded from the agenda of cooperation.  The membership in the Japanese  Asia Pacific Organization (APO) would definitely include the U.S., Canada, and Hong Kong, but not the PRC or Taiwan.  The style of negotiations would ostensibly be multilateral.  An APO would not initially be an alternative to the GATT, which Japan would like to see preserved, although Japan is currently considering un-GATT-like bilateralism and the creation of free trade areas in the region that might gradually be linked together.  Japan’s hidden agenda, which was not so carefully hidden, was its own continued economic restructuring. The American counterproposal  envisioned  a “flexible” structure, perhaps out of deference for the known   ASEAN aversion to establishing a potential rival to  ASEAN.  An American APO would promote “Free market democracy” and “private enterprise”.  Ostensibly it would resist protectionism and promote environmental conservation.  Membership would include Hong Kong, but not, officially, the PRC or Taiwan.


Also existing is the South Pacific Forum, composed of Australia, New Zealand, and a large number of small island states whose main purpose is to give the counties of that area a joint political voice, which had been denied them under previous arrangements.  SPARTECA is a special one-way trade agreement between Australia and New Zealand for small Pacific Island states; it allows those states to have totally free access to the Australian and New Zealand markets for certain nominated products.  For more than 50 years, Pacific scientists have met regularly under the umbrella of the Pacific Science Association.   Then there have been regional meetings of the Commonwealth of Nations, whose membership includes most of the members of the South Pacific Forum together with Singapore, Malaysia, India, Sri Lanka, and Bangladesh. The regional meetings of the Commonwealth sought to concentrate on functional cooperation and established study groups in energy, industry, trade, maritime resources, agriculture, terrorism, and drugs. This was all part of the process of searching for a common identity. Although these regional groups had and have their own purpose, they have never really fulfilled the idea of a Pacific Community.


Unlike other regional entities, the Pacific Community idea seeks to forge institutional links and to formalize cooperation between great powers and small countries, between industrial and economic giants and countries situated at the various rungs of the industrial ladder, some of whom have barely begun their climb into the industrial age. The rapid economic development of the Pacific Basin is also characterized by growing interdependence among the countries of the region.  The increasing share of their external trade is within the Pacific Basin. 


The rationale of the Pacific Community idea has been offered almost exclusively in economic terms.  Can political considerations be excluded in an undertaking as vast and as unprecedented as this one?  The political dimension of the problem needs to be studied with equal frankness and political prerequisites and political implications brought to the forefront. The proponents and early advocates of the  Pacific Community came almost exclusively from developed countries, such as Japan, Australia, and the United States.  But none of these countries thought it advisable to assume the leadership of the movement for the establishment of the community. The proponents of most all ideas looked to ASEAN to take the initiative in setting up the regional organization in which the United States and Japan will be the dominating partners. 


Among the relevant basic models of cooperation that could be considered are the following: 


1.  A pluralistic community that has a forum in which representatives (from both the public and private sectors) can meet and hold discussions;


2. A Community with intergovernmental institutions with limited, specific functions


3. A Community with an intergovernmental organization where decisions are made by consensus or majority vote; and


4. A Community with supranational and a decision-making body functioning 

independently of national governments.


Though no fundamental economic and ideological differences exist among the majority of the Pacific states (except for the Communist states), it is prudent to assume that the only viable  model at present is one that preserves each country’s decision-making sovereignty while simultaneously fostering energetic and forceful dialogue to pave the way for greater economic, social, and psychological cooperation.  At the moment, therefore, the best approach is to adopt the pluralistic community alternative in which a strongly institutionalized, intergovernmental forum is set up that could be serviced by a small but effective Asian-Pacific Secretariat.


Japan, which has been spearheading this movement, has not made any significant change despite several appeals to alter its trade policies.  Japan has earned the reputation of being a country that has proved difficult to penetrate with foreign goods other than raw materials.  It is now headed into a renewed period of overflowing current account surpluses and the risk of increasing acrimonious disputes with its less successful trading partners.  Although the Japanese have begun to recognize the long-term implications of a less than generous attitude to imports, they are not doing as much about it as others might wish.


Australia has encountered a noticeable shift in emphasis from Europe to the Pacific. Australia’s vast energy and mineral resources offer increasing opportunities for cross-frontier trade and investments and at the same time act as a source of supply to the resource-poor Pacific nations. Canada’s trade with the Pacific countries  already exceeds its trade with the Western Europe.  With this increase in overall business activity,  Canada could be persuaded to provide to the Pacific LDCs the same kind of activities and assistance suggested to the other developed Pacific basin countries, for example, expansion of private investment, deliberate moves to purchase labor-intensive products from Pacific LDCs, and an increased concentration of foodstuffs and raw material purchases from these countries. Korea would be the one most interested in participating in any proposed Community because membership would accord it some degree of security from threat and it would broaden the market for its goods.  Korea could also possibly offer the Pacific LDCs technology and training both in industry and agriculture.  Being an LDC itself, Korea is in a better position to transfer more appropriate technology to the other Pacific LDCs than most of the other industrialized countries.


Pacific countries, in general,  have little interest in European-style union or the formation of a discriminatory trading bloc.  Any such development would be inimical to the long-term interests of the region, which is reliant on rapid trade transformation and global access.  Rather, the aims of any broadly based Pacific economic community would appear to be  the following:


•Promote multilateral trade liberalization and share the responsibilities of world 


trade and economic leadership.


•Lower tension between the U.S. and its East Asian economic partners over 


trade issues and payments imbalances.


•Reduce the prospect of economic introversion in Europe as 1992 approaches.


•Accommodate new patterns of competitive strength in  East Asia.


•Manage whatever challenge the emergence of China, with its partially 



reformed centrally planned system, provides when it returns as a major 


player in Pacific economic relations.


•Seek opportunities to reduce long-standing sources of conflict in Indochina, on 

the Korean peninsula and with the Soviet Union as their governments 


come to accept the benefits of more open economic relations and 



political systems.


•Pacific economic cooperation should be based on independence, mutual 


respect and equality.


•This regional cooperation should complement ASEAN’s regional activities and 

role in the Pacific, and should strengthen multilateral mechanisms for 


cooperation, particularly GATT.


•This cooperation should not lead to the creation of an economic bloc or an 


exclusive trading arrangement.


•It should be developed in a gradual fashion and be properly planned.


•The objective of cooperation should be increase the welfare of the  people in 


the Pacific region and to reduce the gaps between the developed 



countries and the developing countries in the region.


•This cooperation should contribute to the creation and maintenance of a stable 

and open trading system, regionally and globally, and a regional 



environment which is conducive to the promotion of mutual interests, 


including the ability to resolve conflicts peacefully.

ASEAN

An important force in the Pacific is  ASEAN  (the Association of South East Asian Nations) which was established in August 1967 primarily as a regional  instrument of economic, social and cultural cooperation to enhance cohesion, self reliance, and “resilience”.  Although its six nations  (Thailand, Malaysia, Indonesia, Singapore, Brunei, and The Philippines)  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 both the United States and the current EEC member states.  ASEAN’s main purpose is to provide Southeast Asian nations with a framework for economic and political cooperation. 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.   Collectively, the ASEAN states rank as America’s fourth largest trading partner, surpassing both Taiwan and South Korea.  ASEAN has become a visible and effective bloc in the United Nations.  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  Community as a whole. ASEAN has transformed itself in the last decade from a loose, relatively ineffective grouping into a coherent body increasingly conscious of its own identity, interests, and influence. 


The withdrawal of United States troops from Indochina and the subsequent  communist takeover of all of Indochina strengthened ASEAN’s status as the spokesman for the region and as a link among the superpowers and the major international institutions.  ASEAN’s strategic geographic position astride major trading routes and its role as major suppliers of industrial raw materials--ASEAN member nations leads the world in the production of tin, rubber, oil palm, and tropical hardwoods-- further increase its importance as an economic community. ASEAN nations share a common interest in that they want to protect their independence and integrity from external threats and internal subversion. The increasing levels of global conflict all have necessitated increasing dialogue and discussions among the Pacific countries during recent times .



In the eighties, several “homegrown” ASEAN multinational corporations have risen to worldwide prominence and have contributed considerably  to the high growth rates of the ASEAN economies.  The business community in ASEAN is rapidly becoming first tier in capabilities, sophistication, and world respect.  The financial sector of ASEAN has also reached a fairly high degree of sophistication, enabling it to identify and exploit opportunities within member nations.  Twelve out of the 500 largest banks in the world are incorporated in ASEAN.  


Nonetheless, ASEAN has had its problems.  Its member states have had considerable problems  reducing tariffs and the PTA (Preferential Trading Agreement) between the member states has not been carried out completely.  Its members are still primarily nationalistic and not outward looking.  In most of the larger member states, policy preferences and personal interests have tended to preserve high levels of effective protection.  Ethnic, cultural, linguistic, political and religious differences add to the significance of inward looking forms of authoritarianism as hindrances to economic integration in ASEAN . 


Although regional trade has increased, comparatively it is small compared to that seen in the EEC.  Exports are still either agricultural, industrial raw materials or low tech manufactured goods and a high degree of commonality exists among member nations (thus explaining in part the relative low degree of regional trading to date). The US is still the largest single export market of ASEAN countries, particularly of manufactured goods, and the cutbacks imminent due to recession can not be filled by other countries, notably Japan.  Regional Industrial projects have yet to meet initial expectations. And yet, despite all these problems, ASEAN economic growth for the previous decade and for decades to come will be among the highest in the world.


Some ASEAN states have expressed concern that a new Pacific organization might be dominated by the United States, drawing their countries into conflict with the Soviets; others have worried that such an organization would be dominated by Japan, and help further extend Japanese economic influence in Southeast Asia. ASEAN’s concerns encapsulate several of the realities that continue to divide the Pacific   Basin. 

The idea of a Common Market of the Pacific may well accord with the political and strategic interests of the major backers of the concept, namely the developed nations of the region, but it may not serve the collective interest of ASEAN or the individual interest of its members.   ASEAN countries need assurance and credible guarantees that the proposed Pacific Community


1.
is not a camouflaged anti-Communist or simply anti-Soviet group.


2.
is  not a subtle device to split the ASEAN countries from the rest of the 


developing world with which they share many vital interests, including 


the demand for the establishment of new international economic order.


3.
will not maneuver  ASEAN countries into a relationship of dependency 

in which the developing countries of the Pacific Basin will become or remain largely suppliers of raw materials and markets for the industrial goods of developed countries.

APEC

The most recent initiative, known by its acronym APEC (Asia Pacific Economic Cooperation), was set in motion by a speech by Australia’s prime minister, Bob Hawke,  in South Korea in January 1989.  In his speech, Hawke cited supporting multilateral trade liberalization, lifting Asia Pacific trade barriers, and encouraging regional policy coordination as major objectives.  These remain the declaratory objectives of APEC.
The proposal envisions a permanent OECD-type organization that would carry on research and analysis of economic growth and development in the Pacific Rim economies.  In addition to research and analysis, the Australians wish such an organization to develop plans for liberalizing Pacific trade and investment and to facilitate policy coordination, regional planning, industrial cooperation, and technology transfer.  The style of negotiations within the organization would be multilateral.  The organization would not, at least initially, function as an alternative to GATT; it would instead operate as a means of consolidating Pacific Asian opinion within the GATT.


 This led slowly to a preliminary meeting in November 1989 in Canberra to discuss the future of Asia-Pacific Economic Cooperation (APEC) with ministerial-level representatives from twelve countries attending: Australia, Japan, the ASEAN countries, the United States,  South Korea, New Zealand, and Canada.  These countries represent the market economies of the region with the exception   of Taiwan and Hong Kong. The socialist economies of the PRC, Vietnam, and the Soviet Union were excluded from these preliminary meetings on the grounds that, given the nature of the discussions, they did not fit well in the grouping.  Present at the first APEC meeting was a representative of the South Pacific Forum, a grouping of the smaller Pacific island countries. Their membership will be reviewed at future APEC meetings. APEC’s member nations make up almost the full roster of countries that have directly produced what’s come to be known these past 15 years as the Asian economic miracle.  The decision to include Canada and the United States, but to exclude Mexico, the Pacific seaboard countries of Central and South America, and India, stemmed largely from attempts to define what constitutes the Asia Pacific region .  This is a permanent and dynamic element in a real political equation and is subject to constant change.


The decisions did not include resolution of the vexed question of membership for PRC, Taiwan and Hong Kong.  Both the US and Japan had argued prior to the APEC conference that Hong Kong should be brought in as a full member. As a member of GATT, an exemplary free-trader, and in light of the provisions of the 1992 agreement (for the territory’s return form China), such a mechanism would be incomplete without Hong Kong’s participation but only because of its current influence on regional finance, manufacture and transport, but because of the role  Hong Kong is expected to play in the economy of East Asia far into the 21st century . As well as Hong Kong, Taiwan, which certainly would have blended well into the meeting, was initially  excluded as part of the attempt to avoid the “three China problem” at the first, formative meeting of APEC. The admission to APEC of both Hong Kong and Taiwan, along with Communist China, was approved at the Seoul 1991 meeting. 
 


The declared objectives of APEC are similar to the Europe 1992 objectives.   It was agreed  at the earliest APEC meetings that the objectives of APEC were: a) to the principles of liberalizing world trade; b) to “present a united voice” at the current GATT negotiations; c) to explore means of increasing trade and investment; and d) to set up information systems will evolve into an OECD style policy clearing house . However, these objectives will be much more difficult to implement than they were in Europe because, unlike Europe, the participating nations are separated by great geographical distances, past rivalries, widely divergent cultures and  significant power imbalances. So, for the foreseeable future, a major APEC  achievement might be simply to get the various participants to meet together to discuss their mutual problems.   


  The outcome of the meeting at Canberra does not appear to be building upon ASEAN in as unambiguous a manner as  ASEAN might like.  The meeting in Seoul suggests that  ASEAN is not necessarily the centerpiece of Pacific cooperation.  Moreover, it is significant that no new international organization was created or envisioned.  While Pacific economic cooperation may not exactly be building on ASEAN, it is not building anything to replace it either.  Cooperation may develop in an informal process, in which senior officials of participating governments, rather than a permanent secretariat (whether a new APEC secretariat or ASEAN’s secretariat) carry responsibility for preparing ministerial meetings.  Nevertheless, the ASEAN secretariat will be involved in the  process. Currently, there are plans to continue holding annual APEC meetings hosted alternately by ASEAN and non-ASEAN members. 


 At this time, APEC member countries are too far apart to develop an institutional infrastructure.  In the next few years about all that can be anticipated is an APEC, or some successor organization, that will provide a forum for consultation among high level representatives of the Pacific economies. 


APEC’s larger aim must be to go beyond trade difficulties and to reinforce the region’s positive trends by promoting cooperation in areas like human-resource development, information and data, tourism, telecommunication, shipping, energy, and fisheries. Foreign investment and technology transfer are two particularly important areas for future cooperation. APEC must also set up working parties to find ways of increasing regional trade, investment and technology transfer between rich and poor countries.  Committees will study specific infrastructure needs, including telecommunications and transport, which answers a US push to have trade in services included in market opening studies.  An APEC team will also look at conserving Pacific fishing resources, setting up a new data systems on trade, investment flows and commercial opportunities in the region - which some officials see eventually turning into a policy clearing-house like the Paris based OCED.

Problems associated with Regionalism in the Pacific 


Attempts thus far to form a Common Market of the Pacific have failed.  No other region of the world is as diverse culturally, historically, and economically as the Pacific.  Nation-states range in size from the PRC to the tiny island kingdom of Tonga.  Their ranks include highly modern systems like Japan, Singapore, and South Korea, as well as very thinly developed economies like Papua New  Guinea. Per capita gross national product (GNP) ranges from more than $20,000 for Japan to less than $200 for Burma.   Countries such as the Philippines, Bangladesh, Malaysia, and Indonesia are much less developed economically than Japan, Taiwan, Singapore, and  Australia.  The diverse economic status of Pacific  countries may impede the possibility of a unification (similar to the situation of the EEC with Greece, Portugal and Spain but an order of magnitude worse). This poses as the most crucial challenge of the concept of a Community  of the Pacific.


Politically, the Pacific embraces U.S. allies such as Australia, Japan, New   Zealand, the Philippines, South Korea, and  Thailand;  communist states such as   Vietnam and Mainland China; and a spectrum of nonaligned governments including Laos and Cambodia.  There also are deep political cleavages between and problems within Pacific nations: the role of China, the fear of the return of Japan’s Greater East Asia Co-Prosperity Sphere, the legacy of the Vietnam war, the US military presence in the region, Japan’s penetration of Asian markets, the role of the Association of South-East Asian Nations (ASEAN), as well as the role of the Pacific Basin islands especially with respect to their political, economic and cultural penetration by Japan and the United States . 


Geographically, the region also includes parts of Latin America.  Some Latin American countries, notably Chile and Peru, have in fact begun to redefine themselves as Pacific as well as South American countries. History compounds these distinctions, with memories of Japanese occupation still strong in China, South Korea, and Southeast Asia; with distrust of China also strong in Southeast  Asia; and with a range of subregional tensions-for example, the  Koreas, Indochina, and in the dispute of  the Spratley islands  in the South China Sea and the northern islands dispute between Japan and  the USSR.



Thus the enormous diversity of the countries of the Pacific -- diversity in history, in culture, in economic development, in size and population-- present overwhelming difficulties to any potential Common Market of the Pacific.   There is no natural grouping as there were for the nations of the European Community, as there was for the Organization of the  American States, or, indeed, for ASEAN. 
In addition, the cultural and religious differences between these nations cannot be overstated.  These differences influence the practices of each country’s work ethic; the importance placed on the role of government; and, the normative business etiquette observed, among others.  Since the aforementioned differences have been institutionalized into the structure systems of each nation, initiating change may be resisted . These concerns would certainly act as impediments to any proposed Common Market of the Pacific.
Alternatives for a Common Market of the Pacific: What would it look like?


What are some alternatives for a  Common Market of the Pacific?   At least four possible scenarios can be envisioned.  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 the 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, Mainland China (PRC), Australia, New Zealand, Bangladesh and the Pacific Island states.  This would provide two large nations--India and the PRC-- to balance the presence of Japan within the community.

3) Pacific Rim states:   those countries included in (1) plus the PRC, Australia, New Zealand, Pacific Island States, Canada 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 and perhaps other Latin American nations such as Mexico.  This would be the most encompassing of all the alternatives
Prerequisites for the Common Market of the Pacific

Some prerequisites for  a successful Common Market of the Pacific can be gathered from the observations concerning the factors behind the success of the current European Community:

1) One country can not dominate, especially 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 would be 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 Economic  Community center would also assist to protect its own liberties after 1997.

3) All trade barriers  among member nation-states of the Pacific Rim Community must  be removed.  These include 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 conjectured Common Market of the Pacific  must not be able to pick and choose barriers.  They must accept and then implement if the community is to be a sincere economic community 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  the Common Market of the Pacific.  Unselfishness and charity is not a readily available commodity for “out” groups in most of the proposed Pacific  Economic  Community countries. This tendency must be reversed in order to have a successful  Common Market.

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 Common Market 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. A Sense of Pan-Pacificism must occur.

Recommendations


Alternative one is not likely due to Japanese economic hegemony concerns.   Alternative 2 and 4 begins to include most of Asia and then 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  and would probably resolve many of its trade deficit problems.  

Problems:Why a Common Market of the Pacific is not Likely this Decade?

From Singapore to Seoul, Japan’s neighbors are  suspicious-China and South Korea vociferously so.  They have grounds to worry; for unlike Germany, Japan has never adequately come to terms with its past. Japan still is intent upon rewriting the history books concerning the Second World War, glossing over Manchuria and the Shanghai massacres and even to this day faulting the United States as the perpetrator behind Pearl Harbor.   Nor is it bound, as Germany is, into broader institutions like the EC and NATO that make it seem less singular, and single-minded, than it was half a century ago. Until these very valid concerns are resolved, suspicion of the one dimensional selfish Japanese economic machine will be a substantial barrier to any Pacific Common Market which includes Japan. 


The countries of the Pacific have neither the example of the circumstance which impelled Europe towards the 1957 Treaty of Rome, nor the common economic, cultural and geopolitical interests which provide a ready basis for cooperation in North America.
While most Pacific governments appear interested in increased cooperation, and while most also perceive a need for new consultative mechanisms, few appear to welcome the creation of new bureaucracies or institutions.  For the near future, therefore, no formal intergovernmental organization for the region is likely.  Despite the concern of some in  Europe, it also appears that Pacific cooperation-whatever its ultimate form-will not be a closed process.  Nor is it likely to develop into a regional trading bloc such as the EEC, despite a growing tide of resentment throughout the Pacific against   European protectionism.  A more likely focus will be on consultation and cooperation in concrete problem areas.


The Pacific Rim countries also have had no common enemy to unite them as did Europe and NATO, and no overriding unifying force--as does  Europe.  Until such time, regional animosities will continue to plague an idea as the Common Market of the Pacific Rim.  Until such time as the 12 or 20 or whatever number of Pacific nations decide to act in regional and not in self interest, the community will not congeal let alone survive as an economic entity. 


The ambiguous economic relationships of the United States must too be resolved.  The United States is an integral part of NATO and as such although not formally is intimately associated with the emerging European 1992 Marketplace.  At home, the United States is rapidly moving towards a North American Common Market with Canada and Mexico.  And yet , the importance of the United States as a Pacific Power, as a counterweight to Japanese economic hegemony, as we have seen can not be understated.  Will the United States be forced to decide between the three trading blocs or is it sufficiently large, powerful, and dominant to be truly global and associated with all three regions?  The answer to this question will also impact the success and timing of the development  of any future form of a Common Market of the Pacific. 

Summary


A Common Market of the Pacific is at least a decade away from any formal treaty arrangements.  The European Countries have had geographical advantages (being physically located close to each other) and historical commonality (the Roman Empire).  The Pacific Common Market would be physically existing in an area ten times or more the size of the European Community. Notwithstanding the transportation and communication advancements of the last forty years, this is still an immense area.  And the last time there was any commonality was when the Japanese occupied the area during the second world war with their version of a Co-Prosperity Sphere (the superior Japanese and their “little brown brothers”-- an event many a potential member state remember all too 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 being 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 and the North American Free Trade Area could likely be the spark to a Common Market of the Pacific, if only out of self defense.


In his lecture of October 1985 on ASEAN and the Pacific Basin, Dato Masa Hitam made the following observations which are still applicable today:


1)
“It is absolutely premature to be thinking of a single overarching 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.”


Therefore, discussions like those generated by APEC, and arrangements like ASEAN, must be continued and expanded in order to increase the likelihood that a  Common Market of the Pacific will continue to  be developed and enhance the economic vitality of the region.
