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BEYONDREGIONALISM?

A PACIFICECONOMICCOMMUNITY:RECONSIDERED

KiyoshiKojima

I.Introduction

TheideaofaPacificEconomicCommunitycanbetracedbackto

1965andthefirstproposalsforaPacificFreeTradeArea.Sincethen

theideahasbeengivenform withtheestablishmentofthePacific

TradeandDevelopmentConference,thePacificEconomicCooperation

Conference,andmostrecently,theAsiaPacificEconomicCooperation

MinisterialLevelMeetings.Asweenterthe1990'sthenationsofthe
●

Pacificrim arefaced withtherealprospectofformlng a Pacific

EconomicCommunity.

ButarethetimesrightfortheformationofsuchaCommunity?

WhatwouldbetherelationshipofthisCommnuitytotheEEC?Would

such a Community be a b̀ottom up∫Organisation fostering the

developlngnationsofthereglOn,OrWOulditmerelyprovideastructure
●

●
forpredatoryindustrialisednationstoexploitthereglOn?And,inthe

immediatefuture,how doestheintensetradefrictionbetweenJapan

andtheUnitedStatesbearonthecreationofmultilateraltradelinksin

thePacific?

.Thisisatimeforcarefulreflectiononhow pluralisticeconomic

cooperationhasdevelopedtillnow andthedirectionweshouldcommit

ourselvestointhefuture.

日. EvolutionoftheIdea

Interestisincreasingthesedaysintheideaofestablishingsomekind
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0fintemationalorganisationinthePacificbasin.Manyproposalshave

beenpresentedforrealisationofwhatwemaycalla P̀acificEconomic

Community'overthetwenty-fiveyearssincetheconceptwasfirst

articulated.Letuslookatthestagesthroughwhichthisconcepthas

developed.

Itwasin1965thatIproposedmyplanforaPacificFreeTrade

Area(PAFTA),basedonmycalculationofhow regionaltradewould

expandifthefiveindustrialnationsintheregion-Japan,theUnited

States,Canada,Austra一iaandNew Zealand-eatablishedafreetrade
●

areaandremovedintra-reglOnaltariffs.Iurgedthatthefivecountries

worktogethertoassistandpromotetheeconomicdevelopmentofthe
I

developlngnationsofther.eg10n･Thisproposalcontributed tothe

conveninginTokyoin19680fthefirstPacificTradeandDevelopment

Conference (PAFTAD), attended mainly by economists. The

conferencehasbeenconvenedonanearlyannualbasiseversince-the

latestPAFTADmeeting,heldinKualaLumpurinDecember1989,was

the lath session-With associated studiesand survey projectsof
●

increaslngdepthbeingcarriedonallthetime.

In1967,thesameyearthattheAssociationofSouth-EastAsian

Nations(ASEAN)cameintobeing,leadersofthebusinessworldset

upthePacificBasinEconomicCouncil(PBEC)forpurposessimilarto

thoseofPAFTAD.ThesuccessoftheEuropeanEconomicCommunity

(EEC),which was established in 1958, inspired the Pacific-rim

countriestorealisethepoterltialand necessity forsimilarregional

cooperation and so一idarity in this partofthe wor一d.With these

deve】opments,theUnitedStateswhoseeconomicpolicyhaduntilthat

timebeenpremisedonitscommoninterestswithEurope,beganto

turnitsattentiontowardthePacific.

Internationalintegrationcantakemanyforms,andthedominantview

inthePacificregion-wherethereistremendousdiversityAsfaras

culture,politica一systems,andlevelofdevelopmentareconcerned-is
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thatarigidinstitutionalintegrationintheform ofafreetradeora

customsunionwouldnotbefeasible.Itisfeltthatthepromotionof

functionalintegration,through,forexample,alooselyorganisedforum

wherepoliciesforcooperation and solidarity could bestudied and

discussed,wouldbemorerealistic.

Atthe4thPacificTradeandDevelopmentConference(1971),Sir

John Crawford,Chancellorof the Australian NationalUniversity,

proposed the Organisation of Pacific Trade and Development

(OPTAD),aPacificversionoftheOECD.Later,Dr.HughPatrickof

theUnitedStatesandDr.PeterDrysdaleofAustraliasubmittedto.the

United StatesCongressa jointreportentitled Àn Asian-Pacific

RegionalEconomicOrganisation:AnExploratoryConce■ptPaper'(July

1979).TheyurgedthatOPTAD beestablished bythefreemarket

economiesinthePacificregion,

InJapan,thelatePrimeMinisterMasayoshiOhirasetupthePacific

Basin CooperationStudyGrouptoexamine the Pacificcommunity

concept.Itsinterim report,published in November1979,and final

report,presented in May 1980,called fora loose mechanism of

solidarity,afunction-orientedumbre一lafornotonlyeconomic,butalso

culturalandeducationalcooperationandcoordination.

Thesecond stage in the developmentofthe Pacific economic

communityconceptbeganwhenChancellorCrawford,attherequestof

JapanesePrimeMinisterOhiraandAustralianPrimeMinisterMalcolm

Fraser,convenedaseminaronthetopicinCanberrainSeptember

1980.This occasion resulted in the inauguration of the Pacific

EconomicCooperationConference(PECC).Thesecondgeneralmeeting

ofPECC washeldinBangkokinJune 1982;thethirdonBaliin

November1983;thefourthinSeoulinApriトMay1985;thefifthin

Vahcouver(Canada)inNovember1986;thesixthinOsakainMay

1988;andtheseventhinAuckland(NewZealand)inNovember1989.
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As oftoday,PECC's membership stands at fifteen:the five

advancednationsandSouthKorea,China,ChineseTaipei,thesix

membersofASEAN,and agroup ofPacificisland nations.The

questionofwhetherornotPECC shouldaccepttheSovietUnion,

Vietnam,andsuchLatinAmericancountriesasMexico,ChileandPeru

isstillpending.OneoftheoutstandingfeaturesofPECCisthatthe

three representatives from each country include one each from

government,business,andacademiccircles,helpingtomaketheviews

comprehensive.

PECC'sobjectives,asarticulatedintheVancouvercommuniqueof

November1986,arethatrealisationofthefuHpotentialofthePacific

Basindependsonenhancedeconomiccooperationbasedonfreeand

open economic exchanges, thereby contributing to the stability,

prosperityandprogressoftheentirereglOn.PECCalsocontinuesto

encourageincreasedeconomiccooperationandinteractionWithother
I

nationsandreglOnS.

PECCactivitiesconsistofresearchanddiscussionofpolicyproposals

byseveraltaskforces.TradepolicyinthePacificregionisthemain

focusoftheirefforts,butliberalisationofagriculturalproductshas

becomeacentralissuerecently.Studieshave also been done of

mineralproductsandenergy,fisheries,livestockandgrainfarmlng,

forestrydevelopmentand conservation,aswellascapitaltransfer,

pri■vate direct investment,and technology transfer.The Pacific

EconomicOutlook waspresented forthefirsttimeattheOsaka

meeting.Thegovernmentsofmembercountries,GATT,and the

summitmeetingsofthesevenmajorindustrialisedcountriesareturning

toPECC asanimportantsourcethroughwhichtotapopinionand

expertiseregardingthePacificreglOn.
●

III.AsiaPacificEconomicCooperation(APEC)

TheAustralianPrimeMinisterHawketooktheinitiativetoho】da

ministeriaトlevelmeetingofAPECinCanberraonNovember6and7,
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1989withthesamemembersasp̀ECC butwithoutChina,Chinese

TaipeiorthePacificlslandnations･Thisintergovernmentalorganisation

isexpectedtoelevatethebuildingofthePacificEconomicCommunity

toathirdstage.

Itseemstome,however,thattheCanberrameetingofAPECwas

premature･Whatevershapeitmaytake,aninternationalorganisationin

thePacificshouldprimarilybeconcernedwithhow topromotesteady

economicdevelopmentofdev占lopingcountriesintheregion.But,APEC

onlyinvitedASEANcountriesandKoreaasanexcuseorforthesake

ofcamouflage,whileadvancedPacificcountriesbargalnedfornational

interestswitheachother.Theonlyresultwas,asoutlinedintheJoint

Statement,that̀Ministersexpressedstrongsupportforthetimelyand

successfulcomp】etionoftheUruguayRound',althougheachcountry

expecteddifferentkindsofsuccess.TheCanberraMinisterialmeetlng

was,infact,apre-GATTbargainingforum inthePacific.

UnitedStates'interestsintheWesternPacificregion,includingthose

inJapan,AustraliaandNew Zealand,aretopre-emptthisrapidly

growingmarkettoincreaseherexportsofgoodsandservicesand

opportunities to invest.The United States signed a free trade

agreementwithCanada,inJanuary 1988.Weshould interpretthe

agreementasaspecialcase,growingoutofarelationshipwithalong

history.

WilltheUnitedStatespushforabilateral(orunilateral)approach

towardsJapan,asalreadybeingenforcedinSouthKorea,Taiwan,

ASEAN,Australia,andM占Xico.Infrettingoveritshugetradedeficit,
I

theUnitedStatesisapparentlytryingtobypassthetime-consumlng

processofGATT intervention and quickly getJapan and other

countriestoopentheirmarketswidertoAmericanproductsthrough

bilateralnegotiations.Japan,forone,shou]dno-tacceptafreetrade

agreementwiththeUnitedStateswithoutcarefulconsiderationofhow

itwilleffectthedomesticeconomyandtheinterestsofitsneighbours.
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LiberalisationofJapaneseagricultureandserviceindustrieswillrequire

timeinanycase,andsuch bilateralarrangementswiththeUnited

StateswouldbedetrimentaltotheinterestsofAustraliaandother

Asiancountries.IftheUnitedStatesinsistsonbilateralreciprocity,the

GATT system,based on the principle of multilateral, free and

nondiscriminatorytrade,willcollapse,whileontheotherhand,the
●

UnitedStatestakestheinitiativetofostertheprlnCipleinsuchsectors

asagrlCulture,tradeinservicesandintellectualpropertyrightsinwhich

theUnitedStatesisthoughttohavestrongcompetitiveness.

JapanisinclinedtopreventtheUnitedStatesfrom pre-emptingthe

region'sgrowingmarketbycondemningherunilateralapproach.Japan

would also prefertoshifttheUnited States'strong pressure for

liberalisationofJapaneseagricultureandsomeotherproblem sectorsto

amultilateralGATTprocess.

Australiahasaninterestinenhancingherexportsandinvestmentto

theregion byrestraining American and Japanesedomination.The

GATT processwillallow hertopreventunfavourablediscrimination

againstherexportsofbeefandcoal(andriceinthefuture)toJapan

which resulted from theJapan-United Statesbilateralagreement.

(Asiancountriessharethisview.)Australia,togetherwiththeUnited

StatesandCanada,expecttheUruguayRoundtoopenwidermarket

accessforprimarycommoditiesalongthelineoftheCairnesgroups
I

proclamation.

TheEuropeanCommunity(EC),whichplanstocomplementthe

internalmarketby1992andtounifyitsmonetarysystem,isworriedby

Pacificrim nationsandthethreatofthem establishingabig f̀ortress'

whichdiscriminatesunfavourofnon-Europeaneconomies.APEC'Sjoint

statementgavean assurancetotheEC,declaring that一an open

multilateraltradingsystem hasbeen,andremains,Criticaltorapid

regionalgrowth･Noneofussupportthecreationoftradingblocs.'
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Ìtwasacknowledgedthatourownregionaleconomieswould be

betterplacedtoshow suchleadershipifwecancontinuetherecent

trend ofreduclng impedimentsto trade among ourselves,without

discriminatingagainstothers:

AlthoughAPECpostedanumberofworkprogramsforcooperation

intheareaofhumanresourcesdevelopment(oreducation),infrastruc-

turebuilding,and investmentand technology transfer,itimplicitly

recommendeddevelopingeconomiesinthereglOntOfurtheropentheir
●

economiesandtoderegulategovernmentintervention.Itisdebatable

whetherthisliberalisationpolicy,whichshouldbepromotedcautiously

andgraduallyinaccordancewiththestageofdevelopment,contributes
●

tosteadydevelopmentofdeveloplngeconomiesoritmainlyresultsin

galnSfordevelopedcountries' exportsandinvestment.Everyadvanced

country,includingtheEC,looksforwardtocapturing the growing

market but none are seriously concerned about the benefits to

developingeconomies.Suchanattitudeshouldberectified.ThePacific

processshouldbeofabottom-upnatureandtheagendashouldbe

drawnbyASEANandotherdevelopingcountries.

ⅠV.RestructuringoftheGlobalEconomicRegime

Given theeconomic,political,andculturaldiversityoftheAsia-
●

Pacificregion,aconfininginstitutionalisedform ofreglOnalintegration

such as a customs union or free trade area (PTA)would be

impossible.The Pacificregion needsa flexible form offunctional

integrationthatwillencourageeconomiccooperation.Evenintergovern-

mentalorganisations,likeAPEC,remainasforumsforconsultation.It

mustnotbecomeakindofexclusiverichman'sclub.

A functionaleconomic integration of the Pacific region could

guaranteefreetradeingoodsandservices,freedom intheareasof

directinvestment,technologytransfer,andfinance,andhelpfacilitate

reglOnaleconomicdevelopmentandexchangethroughtheworkingsof
●

themarketmechanism.JapanandtheUnitedStatesoughttotakethe
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leadinprovidingtheinternationalpublicgoodsnecessaryforachieving

suchafunctionalintegration,notonlyinthePacificregionbutalso

world-wide.

Thebiggestproblems,notonlyforthePacificregionbutforthe

worldeconomyasawhole,arethehugeUnitedStatestradedeficit

($120billionin1988)andJapan'sexcessivetradesurplusvis一五-visthe

UnitedStates($50billionin 1988).Thetwocountriesshouldtake

measurestocorrectthishugeimbalancethroughpolicycoordinationas

soonaspossibLe.Besidesadjustmentoftheexchangerate,thismeans

theUnitedStatesmustdosomethingtoreduceitsfiscaldeficitandto

restorethecompetitivenessofitsexports,whileJapanmustexpand

domesticdemand,furtheropenitsmarkets,andimportmore(especially

moremanufacturedgoods).There~aresomeencouragingsignsthatthe

tradeimbalancewilllikelyberectifiedgradually.

Wehavetopayattentiontoamuchbiggerissue:theUnitedStates

hegemonyintheworldeconomicregime,orthePa光Americana,which

hasbeenerodingandmustberestructuredtobeanew reglmeOf
●

internationalcooperation,oraPa又Consortis.TheEuropeanCommunity

willinthenearfuturedeveloptobeGreatEuropethroughinternal

marketunificationby1992,joiningtogetherwithEFTAandmanyEast

European countriesaswell･ThisGreatEurope willbe biggerin

economicpowerthantheUnitedStatesandrelativelyindependentfrom

thePaxAmericana.TheCommonAgriculturePolicy(CAP)willbe

retainedandtheEuropeanMonetarySystem andcommoncurrency

willtakeoverthepresentUnitedStatesdollarfromstandard.

Onemightsuggestthatthe restoftheworld (ROW)ornon-

Europeannationsbeintegrated,makingatwo-worldreglme･Thisisa

dangerousscenario･Whatoneshould seek isa globalsystem of

internationalcooperationbetweentheUnitedStates,JapanandEurope

asequalpartnersintheinternationalmonetaryandtraderegime.
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ThedifficultyliesintheattitudeoftheUnitedStates.Whilethe

United States has .been losing hegemonic economic power, She

continuestobehaveasahegemon.TheUnitedStatesinsiststhatthe

dollarbethesolekeycurrency,increaslngthedollaroverhang,and
●

resistsitsownbalanceofpaymentadjustment.Itisnecessarytoreform

theinternationalmonetaryreglmeinsuchawaythatbothdeficitand

surpluscountriesmakeadjustmentcooperatively.(Inthatdirection,I

proposed T̀heMultipleKeyCurrencyGold-ExchangeStandard'inthe

HitotsubashiJournalofEconomics,June1989).

In internationaltrade,theUnited Statesonce took leadership to

liberalisetrade,butsince1970inaccordancewiththedeteriorationof

hertradebalancesheturnedtoprotectionism,enforcinganon-GATT

approachwhichculminatedinthesuper301beingsenttoJapan,the

AsianNIEsandEurope.Suchunilateralpressureisnotawaytoget

internationalcooperation.A new internationaltradeand investment

regimeforcooperationiskeenlyawaited.

Importregulationistobeliberalisedforthebenefitsoftheimporting

countriesbutnotduetotheexporter'sunilateralpressure.Ionce(in

JapanandA New WorldEconomicOrder,Croom Helm,London,

1977,p.52)proposed`afair-weatherruleofreduction(orelimination)

oftariffandnon-tariffbarriers'.Thatis,acountryshouldreducetariff

andNTBswhileitsbalanceofpaymentsisfavourable,butitshoul.d

notbeallowedtoraisethem again,evenifitsbalanceofpayments

becomesunfavourable,sinceatthattimesomeothercountrywillhave

afavourablebalanceofpaymentsandwillbeexpectedtoreduceits

owntariffandNTBs.

Thus,thePacificprocessshouldtaketheinitiativetorestructurethe

worldeconomicreglmeOnthebasisofcloserpartnership between

JapanandtheUnitedStates.Inotherwords,theireffortsshouldnotbe

confinedtoestablishingaregional(Pacific)regime.



12

V.ProspectsfortheWesternPacificEconomy

WesternPacificnationshaveundergonesmoothandrapideconomic

developmentoverthelastthirtyyears.SouthKorea,Taiwan,Hong

Kong,andSingaporehavesucceededinexport-ledindustrialisation,and

theseNIEsareabouttocatchupwithJapanand graduatetothe

staLtuSOfadvancedeconomies.FourASEAN countries -Thailand,

Malaysia,Indonesia,andthePhilippines-arearrivingatthestageof

NIEs,theirindustrialisationhavingshiftedfrom theimporトsubstitution

totheexport-orientedpattern.China,Withthelargestpopulationinthe

world,hasadoptedopeneconomicpolicies,anditseconomylSSteadily

growing,althoughtheJune1989incidentbroughtaboutanunfortunate

regressionanddistrustoverseas.TheWesternPacificnationsarethus
4 L I r I1[ I..I 1 J(I. I

movlngVigorouslyforwardinamultilayered f̀lying一geese patternof

economicdevelopment.

WhatwilltheinternationaldivisionoflabourbelikeinthePacific

regionintheyear2000?Thehorizontaltradeinindustrialproductsand

intra-industrialtradewithinspecificsectorsareexpectedtoprosper.Up

tillnow,Asianindustrialisationhasbeenlargelyinitiatedandpromoted

throughODA,Withdirectforeigninvestmentandtechnologytransfers

from theadvancednations.ThefunctionalintegrationofthePacific

regionisaimedatcreatingahugemarketwherefreetradewillflourish

andatlocatingproductioncenters-withaneyetothatmarket-on

siteswherecostsarethelowestandeconomiesofscalearerealised.

Thefuturepatternofinternationaldivisionoflabourwillbelargely

determined by the market mechanism, i.e.activities of private

corporations.i

ThesuccessfulindustrialisationoftheNIEsandASEAN countriesis

inpartduetothesupplyofcapitalgoods(includingtechnology)from

JapanandinpartthankstoaccesstotheUnitedStastesandWest

Europeanmarkets.Plaguedbythetradedeficit,theUnitedStatesis

now inclinedtowardprotectionism anditsmarketisbecomlnglessand
●

lessopen.WhileitishopedthattheUnitedStateswillsoonreturnto
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freetrade,Japanshouldopenitsmarketsmuchwiderandbecomea

majorabsorber.The ratio ofmanufactured goodsin Japan'S total

importsisontheincrease,butJapancancertainlyaffordtoraisethe

ratioto60percent.

TheWestern Pacific nations(the NIEs,ASEAN countries,and

China)havegreatexpectationsfortheexpansionoftradewiththe

majorindustrialnations,buttheycanhelpeachotheratthesametime

byexpandingtradeamongthemselvesandestab一ishingacomplementa-

rydivisionoflabour,therebyensuringamoresoliddevelopmentofthe

region.Mutualdirectinvestmentamongthesecountriesisinfacton

theincrease.Moreeffortshouldbepouredintoeconomiccooperation

andtradeexpansionamongnationsoftheSouth.

Therateofindustrialisation(shareofindustryintheGNP)forthe
I I

developlngCOuntriesintheWesternPacificreglOnhasexceeded30per

cent.TheirsavlngSratios,orinvestment-incomeratios,arebetween21

and47percent(exceptforthatofthePhilippines,whichisslightly

lower),whichcomparesfavourablywiththeaverageratioforthemajor

industrialnations.Theyappearlikewellgrown-up economies.Per

capitaGNPforSingaporeandHongKongisfairlyhigh,abouthalfthat

ofJapan.ForTaiwan,SouthKorea,andMalaysiaitisbetweenone-

fourthandone-tenththatofJapan;forThailand,one-twentieth;for

thePhilippines,Indonesia,andChina,lessthanone-thirtieth(1986).

(See,Table1).

RecenteconomicgrowthofAsianNIEs,ASEANandChinaisvery

dynamicandsuccessful(See,Table2).Itisbesttoletthem grow

autonomously forthe coming,say,twenty years.Pacific umbrella

frameworkisofnoneedatthepresent. SinceEuropeisanimportant

marketforsome Pacific countries,itshould notbe discriminated

against.ItseemstomethatinstitutionalintegrationsliketheECand

theUnitedStates/Canadafreetradeagreementarealastresortto

revitalisematuredeconomiesIForyoungandrapidlygrowingeconomies

inAsia,similarformalintegrationwillbecomebeneficialtwenty or
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TableI PacificAsianCountries:Demographic

andEconomicInformation,1988

Country Area(thousands, Population GDP GDP/Cap

itakm2) (millions) (Sb

n) (S)NorthAmerica 19,348.7 27,228 5,3

33.8 19.546USA 9,372.6 24,633

4,847.3 19,678Canada 9,976.1

2,595 486.5 18,748Japan 377

.8 12,278 2,841.9 23,146AsianNⅠEs 136.6 7,026 349.6 4,

976Korea 99.0 4,197 154.6

3,684Taiwan 36.0 1,990

116.6 5,859Singapore 0.

6 265 23.9 9,019HongKong

1.0 574 54.5 9,499ASEAN 3,

047.4 30,620 208.3 680Malay

sia 329.7 1,692 34.6 2,045Thailand 513.1 5,496 57.9 1,054

Ⅰndonesia 1,904.6 17.560 76

.6 436Philippines 300.0 5,872

39.2 668China 9,597.0 109一610

376.5 343Oceania 7,955.5 1.9

82 285.5 14,405Australia 7,686.8 1,653 247.0 14

,942NewZealand 268.7 329 38.5 ll,697P

acificCountriesTotal 40,463.0 188,744 9,395.6 4,978WorldTota1 135,840.0 502,4

74 15,139.88 3,0108Source:IMF,Interna
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Table2 AnnualGrowthRateofRealGDP

1960-70 1970-80 1980.-

88 1986 1987

1988USA 3.8 2.8 2.9

2.8 3.4 3.9Canada 5.2 4.5

3.3 3.2 4.0 4.5Japan 10
.5 4.6 4.1 2.5 4.5 5.7AsianNⅠEs 9.0 9.1 8.0 10.7 ll.8 9.

0Korea 9.5 8.4 8.9 ll.7 ll

.1 ll.0Taiwan 9.6 9.7 7.5 10

.6 12.4 6.8Singapore 9.2 9.1

6.6 1.8 8.8 ll.1HongKong 6.58 9.4 7.1 ll.9 13.8 7.4

ASEAN 5.3 7.5 4.5 3.2 5.2 7

.1Ma一aysia 5.7 8.0 5.0 1.2

5.2 7.8Thailand 7.9 6.9 6.5 4.

5 8.4 ll.0Indonesia 3.6

8.0 4.4 4.0 3.6 4.7Philippin
es 5.2 6.1 1.2 1.4 .4.7 6.6Ch

ina - 5.8 9.9 8.3 10.6 ll.2A

ustralia 5.5 3.2 2.9 2.1 4.5 3.8NewZealand 3.5 1.8 1.8 -3.5 -

0.1 0.3WorldAverage 4.9 3.9 3.0 3
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thirtyyearslater.

Inthesecountries,percapitaGNP orincomelevelsarestiH一ow.

Partofthereasonisthatcommunicationsfacilitiesareinadequate,the

businessinfrastructure(e.gHbankinginstitutionsandtradingfirms)is

undeveloped;theoverallcalibreoflabourandofentrepreneurialskills

islow.

ProtectionistcontrolsfavourlngCertaindomesticindustriesmakethe
●

allocationofresourcesirrationalandinefficient,andthisinturnlowers

themoraleandstymiesthecreativityofcorporations,hamperingthe

marketmechanism.Thestructureofthesenationaleconomiesmustbe

modernised.Itistimethatthe developing countriesofAsiastart

deregulating,liberalising,andopeninguptheireconomies,thoughthe

paceofreform mayvarybycountryanddependon thestageof

development.Inrelationswithothercountries,itisurgentthatthey

adjustexchangeratestoanapproprlatelevel,liberaliseimports,and

deregulatecapitaltransfer.These are necessary to facilitate their

`graduation'toindustrialnationstatus.

IfasuccessfuHunctionalintegrationistobeachievedinthePacific

area,theimprovementandexpansi■Onofregion-wideinfrastructureis

indispensable.Bettertelecommu･nicationsandseaandairtransportatioム

networksmustbequicklyestablished,asmuchinternationa】financial

and capitalmarkets.Educationaland culturalexchange, human

resourcedevelopment,andtourism oughttobepromoted,andenergy

andresources,foodsuppliesandfisheriesneedtobesecuredandthe

environmentprotectedthroughoutthePacificreglOn.
●

Improvement of infrastructure in the region Calls for active

contributionsandincreasedofficialdevelopmentassistancebymajor

industrialnations,especiallyJapan.However,thesecallforODA and

directinvestment,aswell,havetobebroughtaboutinabottom-up

fashion from Asian countries instead of through the advanced

countries'initiativefortheirbenefit.
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VI.Conclusion

TheestablishmentofaformalPacific-rim institutionisstillnotonly

impossible butalso unnecessary.Only the promotion.Offunctional

economicintegrationisfeasibleanddesirableinordertosustainfurther

economicdevelopmentinthereglOn.Somemaydoubtthatsucha

functionaleconomic integration ofthe Pacific area would be any

differentfrom thecurrentglobalorderoffreetradeandthemarket

economy underGATT and the IMF,which should be reformed.

Indeed,thedifferencemaybesmall,butintheapplicationofglobal

rules,aregionalbodyco血dassurethattherulesworkforthebenefit

ofPacific nations.When tariffs are reduced,non-tariffbarriers
●

removed,Orpreferentialtariffsprovided,prlOritymaybegiventothe
●

itemsofgreatestinterestto countries in the reglOn.Favourable
●

considerationmayalsobeglVentOthePacificreglOnintheallocation

ofofficialdevelopmentassistance,distributionofdirectinvestment,and

facilitationoftechnologytransfer.This,indeed,iswhatwemeanby

òpenreglOnalismI.
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