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Lecture #15
The COMMON MARKET OF THE  PACIFIC RIM: 

 WHAT WOULD IT LOOK LIKE?

UPDATE ON REGIONALISM IN THE PACIFIC

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 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.

  An 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.

  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.   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 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.

  A preliminary meeting was held 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.  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.  Hong Kong, Taiwan, and Mainland China (PRC) were admitted together in 1992. 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.

ALTERNATIVES FOR A COMMON MARKET OF THE PACIFIC 
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  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 itself  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.  

  4)The member nations must be willing to nurture to economic democracy the nearby Communist states.   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 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 PACIFIC COMMON MARKET 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.   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 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.  Yet , the importance of the United States as a Pacific Power, as a counterweight to Japanese economic hegemony 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 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.  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.  The Common Market of the Pacific may be sparked into existence due to  NAFTA and Europe 1992, if only out of self defense.  Discussions like those generated by APEC, and arrangements like ASEAN, must  continue and expand. 

