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The Asia-Facific reglon s saen by wastsm gavernments and business cincles
aa the fulcrur of the world sconcome in the Z1at century, The immage of progpersity
I theregon, nowever, masks a process af growlh that s rrarked oy high ecolagcal
nosts, & widsning #an betwaen apniculture and industry, and inoreasing inecuality
imincomes distiizution. Moreover, cenflicts are develaping betwaen Azan and non-
Asian goverpmenls ano ecaonormic aliles lor the dorrenahion ol s vasl markas,
Rapid growth 1=, in ten, eading net W peace among colrtries but o growing
tensions, iFact cutight corflicts, in what has baeome the world's fastest growing
rrarket for corventional armrs, Growth has gso besn accorrpanien by growing
antagonizrrs within countries whers sapid econarric growtn Rastaken place largely
within auzhoritarian o resicted oolitical systemns. Farming copulations, whizh
fave besn rmarginalies by the growth procass, join the wsban masses created
by it to demand mare democratic svaiems of e,

Central to the future of peace and securly In East Asia g the soread of
demoaracy. [0 contrest o authonitarian governments,  dermocratic govermsnis
seldarm g to war with one another, The ormary reazon for ovs is the presence
in demzorats governments of mechanizmns like checks and Balances, the free
press and pubhc oplnian, This germooracy s therefore different Tram the

in reality, authoritariarizm in the guse of demccracy, The emesgerce of the
hesiz thal here 1z a mode of govarnance peculiar oo Aslans o reeent
ideclogica; debates iz a countersfensive omplovsd by alarmed oes
againzl the dormocratic wave 1bal has nesn sweepng Adia sncg 1555

Morepver, amid the realities carrently besisging Eazt Asa, the alernaive
paradigm for change espoused oy the grogressives becomes. mone relevent
than ever. The paradizm adiculates: (21 the nesd to fomolaie 2 model for
spstainanle development aporopnats for East Azla; {2 the nesd for 2 post-
Cald War multilateral systern of peace and sacurity: and (3) the need o bald
a ragional demooratic movement thal will assist thosa s dving, under
authortarian niie to maks the ransition to demmocratic nls,

Intraduction

In response to the stagnation enveloping the German economy, Hans
Mal-Henkel, head af the Federation of German Industry, sad in April 1996
Lhal efforts 1o maintain the “warkplace consensus” thal underpinned
German's "social market" economy would leave empioyaers “with no
choice bul 1o do what they did in the last few years. We will vole with our
feat, and go abroad ™!
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Olaf-Henkel was clearly refering 1o Asia. Interestingly enough,
Germany's Chancellor, Helmut Kohl, had jusl veled with his feal and
visilad Bangkok, whare he was a key figure in the institutionalization of
the Asia Curope Leaders’ Meeting (ASEM), a superbody of 15 Furopsan
and 10 Asian heads of state that was designed to intensify trading and
investment ties between Europe and Asia,

ASEM, in turn, could notbe understood without taking nto consideration
the formation of the Asia-Facific Foonomic Cooperation (APEC), a trans-
Facific eoonomic association uniting the United States and sixolher non-
Agian countriss 1o 12 Asian economies around the vision of achieving
“harderless frada” by the year 2020,

The Asia-Pacific region, inather words, Is seeninweslerm governmeants
and business circles as the new El Dorado, as the land of unceasing
sennormic growth that will serye as the driver of the world economy in the
251 enntury. With the ssemingly limitless expansion of middie class
markits that it promises, the Asia-Pacilic is aften porlrayed as some sort
af Tountain of youth that will restore the dynamism ol Amatican and
Futonsan capital, which can no longsr be sustained in their home
o nomies,

The image of prosperily in the region, however, masks & process of
grawth that is marked by high ecelogical costs, & widening gap between
agniculture and industry, and increasing inequality In Income distnbution.
Moreover, there 1s developing a head-on conflict betweaen Asian and the
non-Asian governmeant and economiceliles for the domination ol thisvast
markel. Rapal growth is, in turn, leading not 1o peace among countries
ol Lo growing tensions, if not outright conflicts, in a region which has
pecome Lhe wotld's Tastest growing market for conventional arms.
Growlh has also besn accompanied by growing antagonisms within
counlries where rapid economic growth has taken place largely within
authortarian or restricted political systems, Farming populations, which
have bean marginalizad by the growth process, oin the urban massas
created by it to demand mere demacratic systems ol rule,

Ihe first decades of the 218t century, in short, could justas lilely see
the unravelling of the continuation of the Asia-Pacific bonanza.
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Stote-Assisted Capitalism and High-Speed Growth

Rather than a singke factor, avariety oreancatenation of developments
orplain the emergence of a dynamic growth process inAsia, ireluding the
impact of aid and military expenditure owing to the Cold War, the creation
of mass buying power via land reform in Korea and Taiwan, an ecanemic
stratepy inwhich exportof labor intensive manufactures played a key rale,
and, in the case of Southeast Asia since the late 1980s, the massive
infloww of Jlapanese investmeant capital owing to the massive rise in the
value of the yanthat made manufactuing in Japan no langer com pe e,
Thisis the place to discuss the relative contibulions of these condilions.

There s, however, one thing that cannot be underestimated, and that
isthe leading role of the stale inthe development process. Despite effarts
Lo strass the leading role of the markel by such institutions as the Warld
Bank,” the preminence of the state is undeniable,

In the case of Kerea and Tawan, the mast successiul of the "first
generation NICs”, nigh speed growth was associated with an economic
strategy with the following fealures:

1 strategic economic planning managed by government, exemplified in
some countries by 5 1o L0-vear plans;

2 government Largeting of specific industries for develepment and
generols subsidization of private enterprises to support the
targetted industries;

3 building strategic economic depth by moving in a planned fashion
frorm the develepment of consumer goods industries to intermeadiate
poods and capilal goods enterprises;

4 reserving the domestic markel for local entrepronaurs by maintain-
ing Light restrictions on impors and forzign investments;
adopting a mearcantilist trade strategy consisting of limiting the
entry of forsign imports inte the domestic market while ageresseely
winning and doringting esporl markets, resulting in a growing frade
surpluz; and

G inthe caze of Koerea, though nol in Taman, bold, Keyneslan-style

o

manipulation of magm-scononie mechanisms like defict spend-
ing, loose cradit policies, massive foreign bormwing to lay the
Infrastructure of a capital goods sector; and
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7 systematic undervaluation of the currency relative to hard CLUFRERC e
and the employmant of different subsidy schemes for exporters in
arder to keep exports competitive in world markets.

Protection of the domestic markel, aggressive mercantilism in export
markets, and pervasive state interéenlion in the total economy — these
are key elements in the Northeast Asian recipe for “NIChood™. True,
market mechanisms operated, bul, especially in Kerea, they were
deliberately distorted in the short term to build up strategic ECONDMIC
depth. For instance, Korean technocrats deliberately violated the classical
free-market principle of consumer sovereignty — "Give the consumer the
best product at the lowest price” — for the larger stralegic goal of
strengthening national economic sovereignty. Thus, ifthe price of Korean-
made computers in the domestic market was three to four times that in
expart markets, this was in order to allow local condlomerates and
monopolies to recoup the losses they incurred in battling the formidable
lapanese in export markets. To borrow economist Alice Amsden's classic
statement, "Natonly has Korea nol gotten relative prices right, ithas got
them delibarately wrong.™®

Bul what about the Southeast Asian “stars” of the last decade,
specifically Thaitand, Malaysia and Indonesia? Are their high rales of
growth not due to the adoption of liberal, market-oriented policies? True,
in Indonesia, Malaysia, and Thailand, the state may have played a less
aggressive role than in Korea, but activist state policy, in the Torm of
protectionism, mercantilism, and reguiation, has nevertheless been
central in the drive to industrialize. For instance, Thailand began 1o register
the eight to 10 percent growth rates that dazzled the world in the late
eighties, when it was moving 1o a second stage ol “import substitution”,
or using trade policy to create the space for the emerdence of an
intermediate goods sector,

In the case of Malaysia, while itis true thal some privatization and
deregulation favoring private interests took place in the late 1980s, it
would be a mistake 1o overestimate the impact of these policies or 10 ses
them as the wave of the future. Indeed, the most successful Malaysian
enterprise of the last decads was a state-directed joint venlure between
a3 state firm and a foreign automobile multinational, Mitsubishi, which
produced the so-called Malaysian car, the Proton Saga. The Saga now
controls two-thirds of the market and turns a profit. Yel, its developmenl
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exemplified all the so-called *sins” of state intervention that neoclassical
economists have warned about:  discriminatory lax treatment of
competitors, strategic industrial targetling or a syslematic plan o
manipulate market incentives to creale a local car industry, and forced
local sourcing, of componenls to encourage the growth of local supplier
industries.*

As Tor Indonesia, some reform along market-orliented line has taken
place, but the state continues to be avery importantactor in the ecanormy.
Hardly any of the big state enterprises have been passed to the private
seclor. Slale enterprises contribute about 30 percent of the nation’s GDP
and close to 40 percent of nan-aghicultural GOP, Government production
accounts Tor 50 percent of the GDF of the mining sector, 24 percent of
ranufacturing GOP, 6% percent of banking and finance, and 50 percent
of transport and communications.” Indeed, there has basn a resurgence
in recent years of statist pelicy aimed alusing trade policy, subsidies, and
other mechanisms to create a heavy industry nucleus around which to
canter the economy, Including the development of an integraled stesl
complex, a shipbuilding complex. and an aircraft industey.

Indead, one can, without too much distortion, say that Southeast
Asian growth over the last decade may be said to be an offspring of “state-
assisted capitalism” and Japanase investment, aboul which maore will be
said later.

Suffice it to say at this juncture that while the activist state in Fast Asia
has been central to the phenomenon of *high speed growth”, it is now
seen asa threatio thosa Northern Interests exposad 1o global competiton
from Asian capital, as well as a massive obstacle 1o those trying to enter
the Asian market to share in the fruits of so-called Asian miracle. While
the Wartld Bank conlinues o extol the supposed virtues of market-led
growth in the region, the U5, Trade Representative’s Office now regularly
denounces the Asian “ligers” as closed and protected markets that also
discriminate against U.S., investors. Typical of these attacks is U.S.
Commerce Secretary Mickey Kantor's description of Korea as “one of the
loughest markets in the warld” for U.S. exporters aswellasa “particularly
difficult markat in which to invest,”®
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The Oiher Side of the Asian Miracle

11

Worsening income distribution. Stale-assisted or “NIC" capitalism has
came under fire not only from Northern interests but also from the Asian
perspectives and environmentalists. The latter claim that while absoluls
incomes have certainly risen in mast of the so-called “newly industrializing
spuntres”, this trend has been accompanied by worsening income
distribution in Korea, Taiwan, China, and Singapore. In Thatand, which has
exhibited the highest average growth rate among developingcountrios over
the last 30 years, income distribution has degenerated 1o Latin American
levels: from 1875 Lo 1990, the income share of the richest 20 percent of
the population rose from 49.3 percent 1o 57.3 percent, while thatof the
poorest 20 percent dropped from 6.1 10 4.1 percent, ‘Thesatrends not only
ralse questions aboutsocial justice, but alseindicate Lhat social instability
is built into the high-growth model.

Indeed, the wave of militant labor activities that-has marked recent
management-labar relations in Korea, Taiwan, the Philippines. and
indonesia in recent years has been a response to a sense that it is the
working class created by high-spead industrialization that has paid the
costs of that growth, but received so little of its benefits. In Korea, the
conjunction of repression, regressive income distribution, and militarny-
style management has created an extremely class-conscious wark force,

= State-assisted or “MIC
capitaham has come under firg nol
only from Morthern interests but
alen from the Asian perspectives
and environmentalists. The latter
claim that while absolute ncormes
Fave cetainly risen in most of the
so-called “newly industrializing
countres", this trend has bsen
aceompanied by worsening ineema
distribution in Korza, Tatean, China,

and Singapore.

some of whose actions against
managemenl barder  on  the
insurrectionany.®

The orisis of agriculture. Throughout
Asia, the biggest gap in income
distribution has developed betwesn the
cityand the countryside. InKorea, average
rural household income dropped from
parity, with average urban household
incomein 1975 10 85 percent in 1989.7
The drop was even more precipileus in
Thailand, where the average income of
an agricultural worker dro phed from ane-
sixth of that of workers in other seclors
in the early sisties to one-twelfth by the
early nineties.*™ Nol surprisingly, more
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than three quarters of Those living under the poverly ine were foundin the
countryside, making poverty. in the words of one economist, “almost
entirely a rural phenomenon,™

The deterioralion of the countryside was nota resullafl markel lorces
but of policy. The Astan industrial miracle was buill at the expense of
agricultura, From Korea o Thailand, agriculturs sened as the source of
capital for industry that was extracted through taxes or unequal lerms of
trade betwesnagriculture and industry imposed By such machanisms as
direct or indirect contrals to Keep down the prices of agricuitural goods.

With ey returns from agricullural proaduction, the countiyside provided
a great incentive Tar the migration o the urban areas of peasants that
farmad Lhewark force Tar Lhe new industres, 2 movement of people that,
i less than 25 years (1955 1o 1588), slashed the rural population of
Korea by half, from 15 8 mullion to 7.8 million. In Lhe case of Taiwan, rural
depopulation was less a guestion of market forces than of policy, as
agricuilural technocral, and later president, Lee Teng-Hu admilled; "The
povernment has intentionally held down peasanls' income so as o
transfer these peaple, who originally engaged in agriculturs, o
ndusties, ">

Low returns also discouraged investmenLinagnoullure and agricullural
technology, thus burdening the NICs with 2 high-cost agricultureover Hmee,
By the mid-1990s, Korean rice costs five to seven times more than the
price of foreign rice, ' and. with the strong pressure onthe country to open
up ils market lo subsidized rice from the United States, Korea confrontad
ne fess the 'disintegration of the rice farming household,' 85 one
government report puts .Y Indeed, agricultural technocrats in both
Taiwan and Korea were talking about a future with a marginal role far
agriculture and extreme dependance on food impaorts to Teed the population
under the guise of "rationalizing”™ agricubural production.

Farmers, howeyer, were determined 1o lake a last stand, and the
ratification ol the Uruguay Round of the General Agreement on Tariffs and
Trade {GATT) in 1994 and public discussion of the Asia Pacific Econamic
Cooperation (APEC), both ofwhich sought radieal liberalization of agricultural
markels, provided them with fora 1o publicize the case for their non
extinction to not unsympathetic domestic audiences.
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B Also problematic.. has bean the
ambivalent rle played In the region
by Japan. On the one hand, lapan's
dynamic eeonomic growlh has
cerainly served as one of the main
stimuli Lo the regional growth of the
Asia-Pacific singe the 1960s.., but
Itowas a process of growth that was
alzo marked by the devalopment of
anunequal dvision oflabor-- inother
wornds, a process of integration cum

subardination,
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The savaging of the environmenl,
Like the crisisof agriculture, the savading,
of the ervironment was one of lhe
dominant features of NIC development
throughout Fast Asia. In Taiwan, often
considered “Asia’s dirtest spot”, the
lower reaches of virtually all major rivers
are biclogically dead because of a
combination of unregulated industrial
and human waste dumping. Tweanty
percent of the country's farmland, the
government itsall admits, is polluted by
industrial waste waler thatis a legacy of
the strategy of decentralized
industrialization with zere zoning and

pollution controls foliowed by Lhe
Kuamintang (KMT) government. As a
result, 20 parcent of the nee grown on the island in the late 19808, was
said 0 be contaminated with heavy metals bevond officially tolerated
lenels,

Worea's ervironmental fate is very similar to Taiwan's. Seoul's air
cantinues to have arie of the highest concentrations of suifur dioxide in
theair, and two-thirds of the rain that falls on the cily contains enough acid
tothreaten human health. Muchof the countnd's lapwateris unsafe, with
a heavy-meatal content far above acceptabls levels, Because of massive
dumping of organic and industrial waste, including great quantities of
carcinogenic substances like waste phenal, the countne's two major
rivers, the Han and Nakdong, are said 10 be approaching biological
desith, =

Thailand telescopes in a particularly vicious way the ravages of the
firat stage of growth, the rapid deplation of natural resources, with those
of the second, the ecological impact of high-spesd Industrialization.
Owing to unrestricted logging, less than 20 per cent of the country
remans under Torest cover, down from more than 63 par cant in the
18508, Meanwhile, the lower reacheas of the Chaa Phraya River that runs
through Bangkok are close Lo being anacrbic or biologically dead, owing
partly to uncontrolled wasts waler disposal by factaries, 27, 000 oTwhich,
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oul of a national total of 53,000, are concentrated in the nalional capital
region. '

& massive explasion caused by chemical reaction in the thickly
populated Klang Toey harbor area in March 1891 underlined the utter lack
of regulation over toxic substances: years later, still births, miscariages,
birth defects, skin dissases and other chemical-related linesses markead
the lives of many people exposed W chemical fallout.?® Likewise, the
mysterious deaths of aboul over a dozen workers employed in eleclronics
companies in one of the country's prime industrial estates was attributed
by many experls o contact with loxic substances atl work.

The issue, according to environmentalists, is nol Lthal there are no
laws regulating industrial production. Indeed, some of the environmental
legislationin Asia are among the bestin theworld, on paper, Implementation
ls the problem, and implementation is guided by a belief pervasive in the
bureaucracy and technocracy of the Asian countries that some measure
of environmental degradation is a necessary cost of economic growth. As
oneenvirgnmental expertin Thailand claiméd, the unstated understanding
between the government and the corporations, whether they be Thai,
Japanese, NIC, European, or American, is that the latter “will make zaro
investments in pollution contiol, "

Japan's De Facio Trading and Investment Bloc

Increasing inequality, agricultural crisis, and environmenlal
degradation are not the anly featuras of the “MIC" growth model that is
WA TISUITIE L rhany Asian progressives, Also problsmalic in e view has
been the ambivalent role plaved in the region by Japan. Onthe one hand,
Japan’s dynamic economic growth has certainly served as one of the main
stimuli to the regional growth of the Asia-Pacific since the 1960s.
Japanese capital and lapanese technology played a critical role in the
industrial transformation of Korea, Talwan, and Southeast Asia. butitwas
a process of growlh thal was also marked by the development of an
unequal division of labor and technalogical dependency — in otherwords,
a process of integration cum subordination.

Interestingly enough, this critique of Japansse capilal’s role in East
Asia woiced by Asian progressives is shared in its essential by LLS.
government and corparate interests, though for markedly differenl reasons.
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Japanese capital and the development of Northeast Asfa. When
Japanese firms sought to escape the nsing cost of domestic labor in the
1960s, their first choice of location was their former colonies, Taiwan and
Korea. As these twe companies sought to emulate Japan's exporl
suceess, Japanese trading companies handled international trade for
Taiwanesé and Korean firms, with an estimated 50 to 70 percent of
Talwan's exports passing through them.*® And as Korean and Talwanese
Industrialization took off in the 1870s, Japan provided a significant porlion
of the machinery and components utilized by Korean and Taiwanese
anterprises to tum out toys, bicycles, radios, television sets, and PC
monitars for export. Japan was more tight-fisted when 1L came 1o
technology transfers, but especially as the Japanese lechnology, the
Koreans and the Tawanese became dependaent on licensing avallable
Japanese technologes in fimshed form toachieéve theirexport sUCCesses,
partieularly [n consumer electronics, automobiles, and semiconductons,
In the period 1952-80, Japan was the source of nearly 59 pereant of
approved technology icenses, while the United States accountad foronly
23 percent™ This severe dependence on Japan for components and
technology resulted in the development of a trading system marked Dy
“Rhighly unbalanced set of relationships through which South Korea and
the other newly industralizng economies imported heavily from Japan (o
suppart their industrial development, and exporied heavily to the Umited
States to cover thess imports."™*

Contempotary Taiwan and Horea are often portrayed -as actual or
potential rivals of Japan, with increasingly integrated economies marked
by a growing high-tech sector. Butthis is an exaggerated assessment of
the stale of these economies. In reality, they have not been able to
graduate from being |abor-intensive assembly sites for Japanese
components Using Japansse technology. Tawan's ability to turn out
millions of personal computers a year hassarmed itthe reputationof being
a high-tech manufacturing center. The Tawanese computer industry |s,
hiowever, really only an assembly line for IBM compatible PCs made with
thie off-the-shelf components imporied from Japan and the United States.

As for South Korea, its image as a high-tech producer is belied by
a few sobenng realites: the Hyundal Excel may be the country's besl-
kntwn export, but its body-styling is ltalian In orgin, Its engine s
designed by the Japanese firm Mitsubishi, and its transmission is both
designed and manufactured by Mitsubishi. Korean television saets may
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be batlling Japanese products in the Uniled Stales, but Japanese
cormnponents account for 85 parcent ol theirvalue. South Karea may be
the world’s fifth largest exporler of personal compulers, but anly the
compuler cabinel is actually made in the country,*

Iy this connection. the vaunted ability of the Korean electronics firm
Samsungto praduce The advanced LE-megabil memany chip o compels
wilh advanced lapanese chips stands out precisely because it is the
exception 1o the rule; mostol the other Borean firms  have o dependent
relationship with their Japanese counterparts,

Instead of transfering state-of-the-an techneolegies, lapan transfers
less advanced ones to integrate Horean and Taiwanese firms as
subordinate elements withinan Asia-Pacific-wide division of labaor designead
by Japanese firms 1o enhance corporate profitability, The lapanease Tirm
Hitachi, for instance, licensed 1-megabil DEAM {dynamic random
access memory) chip technology to the Korean firm Lucky-Goldstar 1o
achuire a reliable supplier of less advanced chips for s consumear
electronic products, enabling it o focus on developing the 4-megabit
chip.=

The same strategy of loweaering costs or reducing risk by mare fully
integrating NiC producers into regional or glabial production plans has led
Japanese manufaclurers o buy equily in established car industiies in
South Korea and Taiwan. Mitsubishi already has a 15 percent slake in
Hyundai Molors, and it has integrated Lthe Korean car rmaker into its
systermn of international production by having it produce key parls of
selecled madels. Practically all Taiwanese car markers now hiave significanl
Japanese equity investments, and they have been reoriented inlo a
division of labor thal, in the words of one lapansss analyst, “is nol an
equal division of labor as seen inthe Eurepean Community countries, but
avertical ong within the automobile industry as a whale " |1 this “inter-
product division of labor™, the Taiwanese firms specialize in “low-priced
compacl cars, which have fewer parts and a higher percentage of labar
in the entire process." Parhaps unwitlingly using historically loaded
terms, the writer concludes, "China-Taiwan aims for co-exislence and
coprosparity with Japan by producing the items that are not economically
suilable for Japan (to produce), "8
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Japanese capital and Southeast Asia. Soulheasl Asia joined the
Mortheast Astan NICs within a regional division of labor imposed by
Japanese capital, following the explosion of Japanese capital into the
region provoked by the Plaza Accord of 1885, By sharply ralsing the value
aof the yen relative to the dollar, this agreement made production infapan
prohibitive in terms of labor costs, forcing the Japanese 1o maove the more
labor-intensive processes of thelr manufacturing oparations to low-wags
areas like China and Southeast Asia.

Inthe perod 1585-93, some $51 billion worth ol Japanese investment
swirled through the Asia-Pacific in one of the most rapid and massive
aytflows of direct investment towards the developing world in recent
history.2® And it was one of the mast profound in terms of impact, for at
the end of the period, much of the region had been, Tar all intents and
purposes, integrated into the Japanese economy.

Undoubtedly, it is only Japanese billions that have flowed o different
points of East Asia in the past decade. Investments from Korea, Taiwan,
and Hong Kong have also heen prominent indeed in many countries,
nutstripping the volume of Japanese investment. Such investments are
however, not usually strategically planned, being undertaken, for the
most part, by small and medium-sized establishments with shon-term
perspectives. Japan's investment drive, howewver, has been promaoted by
the Japanese governmenland planned by corporate glants operating with
plabal and regional parspeclives,

One dimension of this integration is horizontal , that s, splitling up the
production of different gnods or the components of one producl among
different countries. In Matsushita's strategy, for instance, each country
is assigned specifie items to produce for expoert: color TWs and electric
irons in Malaysia, semiconductors in Singapore, and dry-cell batleries,
floppy disk drives, and electronic capacitors in the Philippines.® A more
functional level of integration has been underlaken by car companies like
Missan, Toyota, and Milsubishi. In Toyota's scheme, Indonesia specializes
in gasoline engines and stamped parts, Malaysia turns cul steering links
and eleetrical equipment, the Philippines produces transmissions, and
Thailand manufactures diese| engines, stamped parls, and electrical
equipment, ™
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In addition to integration along lines of product specialization, a
process of backward integration is tightening the links of the region to the
core economy. In the lirst phase of this process, which began inthe mid-
1680s, Japanese automobile and consumer electronics firms relocated
their plants to the region. This was followed by the eutmigration of smaller
Japanese companies that supply parts and companents Tor the auto and
eleclronics manufacturers. A third phase of backward integration may be
aboul to bagin, with the relocation of heavy and chemical induslries that
provide basic inputs to both the big manufacturers and their suppliers.

lapan’s current recession has hardly blunted (his process:; while
investments in Europe and the United States have slowed considerably,
the movement of capital o the Asia-Pacific continues at a brisk pace:
lapan’'s investmantin the region rose from $5.9 billlion in FY 1891 to $0.6
Billion in FY 1994, while its investment in Furops f2l from $9.3 billion to
$6.2 billion, and its investment in the United States fram $18.8 1o $14.6
Gillion.* Moreover, in 1993, profits from Japan's operations in Asia
exceadead those from the United States for the first time, an astonishing
development when considerad against the fact that as recently as 1980,
only two percent of Japan’s corporate profits originated in Asia.

Interestingly enough, then, Japan's recession has accelerated the
regionalization of the Japanese economy, as pressures have built up on
mare firms to save on labor costs by
moving their aperations to China and B
Sautheasl Asia. This paradexical
phenamenan was captured by one

Contemporary Tamwan and

Horea are often porlrayed as actaal

commentary which asserted that “the o potential rivals of lapan, with

hallowing eut [of Japanesa industry] is
Lantamount o an  increased

increasingly integrated economises

imterdependence’ with Asia]. " marked by a growing high-tech

sector. Bul this s an exaggerated

Il also appears thal rather than
following an internationalist investment

assessment of the state of these

stralegyinthe late 19805 andearly 19608,  sconomiss. In reality, they have

the Japanese governmenl and Japanese
corparation have moved more decisivaly
away froman internationaltoa more Asia-  being laborintensive assembly

hot been able lo graduate from

focused investmenl strategy. Japanese ces for Japanese components

investment in Asia asa proportion of total
using fapanesea technology,
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Japanese foreign investment rose from 12 percentin 189010 23 parcent
in 1804

The regicnal corporate thrust has been coordinated with lapan’s
burgeoning aid program. Close to 60 percent of Japanese aid is now
tarpelied at Fast and Southeast Asia. Programs such as the “Asian
Industries Development Plan™ and lhe "ASEAN-Japan Development
Fund" are “a joinl publie-private sector activity, which expleils the
harizonlal division of labar between Japan and Asia, and targels industrial,
rather than resources of infrastructure developrent, ™ This assessmanit
is seconded by an Afflerican expert in Japanese aid, which he bluntly
describes as furtherng lapan’s attempt to strengthen "control over an
emerging Asian regional econarmy” by "integraling the Asian ecanomies
under lapanese leadership™

Regionalization of the Japanese econormy. This process of corporate-
driven horizontal and vertical integration has resulted In the creation not
of a reglonal economy with plural centers but in the regionalization af the
Japanese economy. The contrast belween these two processes are
captured by two contradictory descriptions of the impact of Japan en the
region by two prominent diplomats, Saburo Chita and Hisahike Ollazaki.
Okita has portrayed growth in Asia as akin to the fight of a flock of peese.
Irhis view, Asian regional development is & “process of consecutive Lake-
affs with & built-in catch-up process, ™ With Japan as the lead goose, ™

the nations of the region enginesr successive take-offs and are soon
moving o higher stages of development. It is akin to a V-Tormation, and
the reiationship among the countries in the formation is nether
horizental integration nor verdical integration as they are commonky
fnown, Father, 1t is a combination of both, And because the geese thal
take off later are able W benefit from the forerunners’ expenencas 1o
shoren the time mquired o eatch up, they gradually transform the
farmation from a V-formalion o evantual hotzonlal integration.

On the other harnc, Okazaki, who is now regarded as ona of the most
prominent proponents of the Asian, as opposed to internalional strategy
for Japanese corporate capital, paints a different picture, and with
surprising candor for adiplomat: “Japan s creating an exclusive Japanese
market in which Asia-Pacific nations are incorporated in the so-catled
keifrestsu [financial/industrial] bloc system."* The essenlial relationship
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hetween lapan and Southeast Asia, he conlands, s one of trading
“raptive imports, such as products from plants in which the Japanese
have invested,” in return Tor “captive exporls, such AS hecessary
equipment and materials. ™

This de facto trading bioe has been created withoul formal free trade
agregments. As one report to the U.S. Congress noted, discussion on
whether a Japanese-dominated regional bloc would arise in response to
NAFTA and the European Union "is somewhat immalerial because a de
facto trading bloc is already emerging. It is arsing oul ol economic
necessity, and, barring draconian barriers, will continue 1o grow regardless
of whether or not free trade among the various economies develops.” It
concluded, with undisguised envy: “Japan's business excculives do nol
need free trade to operate. "%

Indecd, the Japanese have managed to get trading arrangsments
among countnes in the region to world to thair advantags, This iz certatnly
the case with AFTA. As one Australian government report conceded: ™

lapannse firms, such as automotive and motoreycle companies, have
wiorked longer and harder at making ASEAN integration work than most
other companias. [For instance], one Japanese moforoyveks maker
reported that an arrangemeant o zhip componaents betwaen its plants in
Malavzia and Thailand had required yvears of paticnt workwith governmernt

officials in each counin,

Mot surprisingly, Okazaki has pointed oul that AFTA s *not worrisome ™
o the Japanese beeause ibwould lower LarniTs Tor components manufaetured
and traded among Lhe suppliers or subsidiaries of Japanese firms within
ASEAMN. ¥

There s, however, a basic instability built into this process of
integration cum subordination, and thisis the tendency of the Japanese
pconomy o buld up massive Uade surpluses wilh the dependent
economies. This is clearly the case with Taiwan and Korea, which
registered deficits with Jlapan of $15 billion and $10 Gillion, respectively,
in 1882, And it is increasingly the case with the newer industnabzing
economies of Thailand, Malaysia, and China. China, the Southeast Asian
countries and the Northeast Asian NICs currently have a combined trade
deficitof more than $50 billion with Japan, even as Lhey have a combinad
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trade surplus of more than $60 billion with the United Stales.™ This is
basically a reflection of Japan's virtual monopoly of advanced lechnology,
which allows it te add more value to ils products relative Lo the low-Tech
manufacturad products,

Mot surprisingly, the massive Japanese presence has not been
achiavad withoul some cost ta Japan's relations to Aslans. Many Asians
accuse the Japanese of having simply built up an integrated network of
export platforms assembling lapanese components using Japanese
technalogy, with nolasting structural benafits for the ecanomy, withoutan
“industrial deepening” laking place. lapan does not hesitate 1o use jls
lechnological power Lo keep its dependent economias in line, say many
fsians. For instance, Japan now so complelely deminates the making
of the sophisticaled machines that produce microchips that, as ane
Taiwahese specialist pulity “If the Japanese refuse 1o sell the eguipmant,
you're lost.™" The Keorean government, a few years ago, accused the
Japanese of informally banning the export of 200 ultra-modern high
technolegies to Korea until 1994 — by which lime the lapanese lirms
wolld have exploitad muech of the markel polential of these technologies,

Monetheless, most Asian industrial elites see lthemsalves as having
amore strategic relationship with Japan than the Uniled Slates, Foarone,
as Okazaki has written, "Few domestic entreprenaurs In Aslan countries
Rawe: had to develop in dirscl competition with Japan, The majority of these
companies received capital and technology from Japan.™* In other words,
though locked in subardinate, dependent relationship, most Asian industrial
glites derive more benefits than disadvantages from the system.

APEC and the U.S. Economic Counteroffensive

It is against this background of the emergence of a Japan-dominated
trading and investment bloe thal one must view the evolution of U5,
aconomic policy towards the region, the most forceful recent expression
afwhich is the push to make the Asia Pacific Ecenomic Cooperation (APET)
afree trade area by the year 2020,

Washinglon cannot be accused of not being transparent in its
reasons why it backs such a development: itsees an APLC lree rade bioc
as away to reassert a significant U.S. presence ina part of the werld that
has slipped out of the U5, economic orbit over the last three decades,
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Paula Slern, a key adviser to Presidenl
Clinton, puts it this way: Intra- Asian
trade now accounts for aboul 45 percent
ol Casl Asia's lotal Uade. This means
Fast Asia is becoming less dependent
onthe United States as anexport market
and well on its way to becoming an
integrated trade and investment area.
When one combines this with the lact
that according to Stern, inveslmeant
redimes inAsaan countries have "made
it more  difficult to increase a WS,
business presence an the ground,”
then the United States
prospectof steady marginalization from
the region thal will serve as the engine
of the world economy far into the first
decades of the 21st century ™

APEC would help reverse that trencl.

faces the
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fs Fred Beargsten, the Ametican

eoonomisthwho headed the now dismantled Eminent Persons’ Group that
masterminded the APEC 2020 free trade plan, told a U5, cangressional
committes: *Given the fact that all of the countries in the region, oulside
Marth Ametica in particular, have lots of trade barriers, (then) very little
wauld actually be required from the United States ™" Thus, “trade
lTheralization o moving. . Lo tolally Tree trade in the region means enormaus
competitive gain to the United States, ™

Free trade, in the Washington game plan, isless a dectrinal brief than
a strategy Tor regaining Armerican competitiveness, for without the
advanlages thal prolected markets, subsidies, and wvarious other
mechanisms ol support that the Japanese and other Astan fovernments
axtend 1o their producers, LS, ransnationals can beat the competition.
This, the strong thrust of LS, policy against the “state-assisted
capitalism” characteristic of the Japanese and other Asian economioes, As
LLS, Undersecretany of Slale Joan Spero puls (L °APEC. . has a customer.
APEC s nol Tor governments; it is for business. Through APEC, we aim 1o
gt governments out of the way, opening the way for business lo do
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business. It is our goal 1o make APEC the most user-friendly forumin the
world. "™

APEC s the latest milestone of a tectonic shift from a “universalistic”
L5, foreign economic policy where trade and investment interesls were
subordinated to the prand strategy of containing Communism during the
ColdWar {and thus tolerant of many protectionist and restrictive iInvestment
practices of LS. allies in East Asia) o a particularistic one, lhal is, one
ohsessed with opening up markets to LS. goods and investments. APEC,
indeed, is one of a number of mechanisms that are deployed in a
complementary fashion Lo serve, not the ideological interest in crealing
an international free trade system in whose benefits all participants would
share equally but the specific interest of U.S. corporations. As U.5.
Commerce Secretary Mickey Kantor putsit, in his characteristically blunt,
non-ideological fashion, befors the LS. Congress: "We will use everything
in our disposal — 301, Super 204, Special 301, Title VI, GSP, the
Telecommunications Trade Act, or World Trade Organization accession—
L open up markels around the globe "™

Aside from APEC, howaver, two other instruments are 1o be especially
refied on: unilateral trade policy pressure and the General Agreement on
Tariffs and Trade (GATT). Unilateral trade pressure has been the main
insbrument of U.S. policy to “liberalize” the Asia-Pacific since the early
1980s, with Washington's trade negotiators having threatened nearly all
the East and Southeasl Asian countries with threals 1o invoke the so-
called " Super 301" and “Special 301" provisions of the U.S. Trade Act of
1888, which mandate the U.5. execulive to take retalialory measures
against those accused of baing unfair traders or of toleraling violations of
the miellectual property nghts of U5, corporations. In 1995 and 1996
alone, the United States threatened 301 sanctions in highly publicized
confrontations with Japan over adto parts imporls, Borea over auto
matket opening, and China over intelleclual piracy. [naddition, most of the
bigger Asian countries have expenenced being placed in the various
categories of vialators in the order of severity of threatened sanctions:
“ariority fareign country”, “prionity watch list”, and “walch list”,

The ather key mechanism used Lo pry open Asian markets and
repsserla significant .S, trade and investrient ralzis the Uruguay Round
af the General Agreement on Tariffs and Trade (GATT). GATT, the
negotiation and ratification of which was driven mainly by the United
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States, has committed the East Asian economies to end all quantitative
trade restrictions and significantly reduce tariffs on imports in the nest few
years. Tanff reductions will work to the advantage of the United States
aespacially inagriculture, where LS. surpluses have mounted owing Lo a
variety of government subsidies for production. Key in absorbing these
surpluses are the now highly protectod Asian agrcultural markets. The
United States Departmentaf Agriculture (USDA) estimates that two-thirds
of the global increase anticipated for farm exports for the year 2000 will
take placein the Asia-Faciic, and it wants to make sura that by that time,
this market will abserb some 60 percent of LS. aghcultural exports, up
fram the already large 40 percent it accounts far currently, ™

But especially relevant to the LS, design are the GATT accords on
“Trade-Related Intellectual Property Rights® (TRIPs) and "Trade-Related
Investment Measures” (TRIMsE By tightening intermational regulations
on patents, copyrights, and trademarks, the Tirst conselidates the
precminent LS, pasition in high technology by making the diffusion of
technology dependent on restrictive rayalty agreements and high royvalty
payments to LS. firms like Microsoft and IBM. The TRIMSs accord bans
measures like local content regulations, which require manufacturers to
source a cerlain percenlage of their compenents locally, Such measures
have been used o build up aulormobile and other industhies in countries
like Malaysia and Korea, which have been regarded as threats 1o the
global market deminance of the Uniled States and other Northern
transnationals, They have also drawn fire from the tansnationals for
interfering with trade among their subsidiaries, which are designed 1o
manipulate statsd prices of imporis and exporls so as o reduce lanff
impositons and Lhus keep down cosls.

LLS, officials have regarded APEC as a "GATT-plus"” arrangemant thist
would accelerate ade  liberalization beyond the Asian countnes’
carmmitments under GATT as well as serve as another mstitulional
framewark for the enforcemasnt of inlelleclual property rights.

It has not, however, been smooth sailing for the U5, agenda in APEC,
owing to serious opposition to it among Asian governing and industrial
eliles. The APEC idea began as a suggestion from Japan's Ministry of
Trade and Industry, which had in mind a loose forum for technical
cooperation on economic issues along the lines of the Organization Tor
Economic Cooperation and Development (OECD). The Australian



1 WALDEN BELLO

government, obsessed with integrating into Asia Lo share in the region's
economic dynamism, enthusiastically lzaped al the idea, bulin promoting
it, gave il a new bwist, that of becoming evenlually & free rade area,

Curing the first three years since APEC's Tounding in Canberra in
1988, Washington's enargles were elsewhere in gelling GATT negotiated
and ratified. |n 1593, however, partly as a fallback in the event GATT was
not successfully negotiated, the United States look the leadership of Lhe
effort i transform APEC inlo a Tree lrade area during the first APEC Sumimit
in Seattle. The Asia governments were, however, able lo prevent the
formal declaration of a Tree rade as a goal, with Malaysia’s Mohamad
Mahathir setting an example by boyveolling the meeling. The Americans
and Australians were unfazed, and at the second summit in Bogor,
Indonesia, they prevailed upan the host, Prasident Suharto, 1o support
their blueprint of an Asia-Pacific free Urads area by the year 2020, The
lapanese lobbied behind the scenes lo dissuade Suharto from going
dalong but wers unsuccessful.™ The heads of stale of the 18 AFEC
countres (including Chile, Mexico, and Canada) sighed the Bogor 2020
declaration, but the Malaysians and Thais were quick o append Lheir
farmal posilions that the vision statementwas non-binding and itcertainly
was not a treaty.

lhe scene of the next actin the APEC drama was Osaka in November
1895 — enemy territory in the view of the Americans, Throughout 1995,
the fapanese tried, in thair usual indirecl and sublle way, Lo sabotage Lthe
2020 vision. First, they argued thal APEC had three legs — trade
libaralization, trade facilitation and sconomic cooperation. Thers was too
much emphasis on trade liberalizalion, they said, and itwas time to place
the stress on trade facilitation measures, like harmonizing customs
procedures throughout the region, and on economic cooperation in Lhe
form ofaid to the less developod APEC member countries, Accelerated ad
to the less developed APEC members was necessary, they argued,
benause trade liberalization in an uneven playing field would merely
accantuate inegualitics within the region. The Amencans were not
pleased, and they accused the Jlapanese ol trving lo corvert APCC into an
BCONOMIE Aid Agency.

Maxt, the Japanese tried to exempl agriculture from any liberalization
plan, and here they were backed openly by South Korea, China and
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Taiwan, and informally by Malaysia and Indonesia. Washington was
Grrageod.

Thien at the actual summit itsell, the lapanese view prevailed. Aclose
reading of the Osaka document broadly affirmed the goal of regional trade
liberalization, but it enshrined the principles thal liberalization plans muost
be Nexible, voluntary, unilaterally offered and non-binding. The atternative
pasition, favorad by the United Stales, Australia, and the other non-Asian
countries, was that liberalization plans must be binding, negotiated
comprehensively s part of a regional liberalization program, and contain
a specific schadule for implementation.

Ir shart, whatl happensd al the muffied shaot-out at the "Dsaka
Corral” was that the Japanass, with the supporl of most of the othar Asian
governmenls, were able 1o derail the 2020 free trade vision while paying
lip service W free trade. Mot surprisingly, the pro-free rade business
mafazine Fconomist said that the much-vaunled Osaka Action Agenda
“eommilted nobody 1o anything "% 1tis unlikely, howewver, that Dsaka was
the lastword in APEC'sevolution. Indeed, itwas merely one more skirmish
in the deepening conflict between the Uniled Stales and an increasingly
asgertive, though informal, Asian ceonomic bloc whose members
approximated those in Mohamad Mahathir's proposed regional economic
allernative to the trans-Pacific APEC, the "Easl Asia Economic Group®
(EAEG). The latter, which was limited lo East and Southeast Asian
counlrics, drew the fire of Washington as creating "a dividing line down
the Pacific. "™

Asia’s Volatile Security System

The deepening of ecanomic conflicts in Lhe Asia-Pacific redion must
be seen against the background of a regional peace and security
situation thatis far from stable. A few yearsagn, the conventional wisdom
about the Asia-Pacilic was expressed by Tommy Koh, the Tormer
ambassador of Singapore Lo the United States: "The Asia-Pacilic s a
region of booming economies at peace with itsed."™

In fact, as In many other areas of the giobe, neither economic
prospetity nor the end of the Cald War has brought the region closer 1o
peace. Indeed, there is growing, pessimism, exemplified in the lalest
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Australian Defense White Paper's assertion that “the relative peace in
Asia may not last.™”

Washington's sending of twa aircraft carner battle groups to South
China Sea in respanse to China’s military exercises in the Taiwan Strait
during the presidential campaign and elections in Taiwan in the middie of
Warch 1996 brought home Lo many in Asia the lragility of the Post-Cold
War order, The event, which involied the largest armada assembled in
Southeast Asian watars by the U5, Navy since the end of the Vietnam
War, underlined howthe unilateral exercise of U S, mililary Torce continues
1o be a central clement of whal passes fora system ol security in the Asia-
Bacific region. Italso revealad the extent to which a new "enemy”, China,
has come to fill the role of the Soviet Union as a rationals for the continuing,
massive LS. military presence in the region.

Thie American show of force in the Taiwan Strait cannol be understond
without calling attention to the U.5, Department of Delfense posture
statement entitled U5, Securily Strategy in the East Asia Pacific Region
lhat was issued over a year earlier, in February 1895, The central
message of this detailed and comprehensive documenl was that the
United States was reversing its ive-year palicy of drawing down its forces
inthe area and maintaining its troop level al 100,000 —a move that was
Failed in many quartars asa measure that would promote regional peace
and stability.

Resurgent U.S. Unilateralism: A Triumph of the Past Over the Future

Onthecontrany, the move was the tiumph of the past over the future,
of selflish national interest over the regional interest, of fear over courage
and vision, The move was a throwback 1o the Cold War system of regianal
securily, wherain the peace and securily of western-onented elites rested
anthe threatol the exercise of LS. military Toree that was deployed in mare
than 350 major bases and facilities and legitimized by bilateral or tiilateral
mutual defense lreaties with selected Asia-Pacific governmeants.

The Clinton administration’s decision represented a step toward Lhe
closing of a window of opportunity that emerged with the ending of the
Cald War for governments and peaple in the Asia-Pacific 1o forge a new
architecturs for peacs and security —one that would rest on a mullilateral
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mechanisms or institulions o resolve
disputes controlarms, and evenltually move
the region towards disarmament,

Furthermore, this reassertion of a
system of secunly lhal might have been
appropriate for another era is inadequate to
address the particular mix of new and old
conflicts and tensions characteristic of the

41

B Why is the Uniterd States zo
suspicious of multilateral securnty
systems? SBimply because after
having for so leng been used fo
moving troops and forces arounid
al will, it is nol about to subject

the movemants of its mops Lo

post-Cold War era, and is a prescriplion for . wilateral controls,
crisis and instability in the medium to long
term,

In Justitying Lheir reaffirmation of U.S. military presence as the key
machanism ol security in the region, U.5. officials often say that the region
is nat ready for a mullilateral system or that itis much too diverse for such
an arfangement. The problem with this explanation is that it has the
character ol a sell-fulflilling prophecy. The United States has been aleading
forcein killing or dampening major inilialives formultifateral security. And
here, we are nol talking aboul preposals for collective security that come
fram the farmer Soviel Union but initiatives launched by the United States!
closest allies in the region.

Perhaps the most prominent casualty of the LS. disapproval was
Australian Foreign Minister Gareth Evan's October 1990 proposal to
establish "an all-embracing Confersnce on Security and Cooperation in
Asia built in sorme way on the Helsinki CSCE model in Europe. ™° Though
Evans did not seak 0 disband the existng system of Diateral aliances
between the Uniled Stales and Australia, New Zealand, the Philippines,
south Korea, Thailand, and Japan, the Bush adminstration shot down his
proposal, as il did an initiative from Canada 1o convoke a Morth Pacific
Securnily Conference.

The United States has alse tried 1o dampen enthusiasm (or the
ASCANM Regional Forum, which, for all its flaws, is a slep in the right
direclion. When the Forum was founded in Bangkok in July 1984,
Secrelary of State Warren Christopher was one of the few foreign
ministers of parlicipaling governments absent from the meeling — no
doubt a caleulated move on the part of the United States to underline 1o
the other countries the status it was according the organization, U5,
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officials have since often referred to the Forum as simply a "taik shop”.
But parhaps the mosttelling putdown of ARF was LS. Defense Secretary
William Perry's recent suggestion that a security dimension should now
be added to APEC, an economic grouping dominaled by the United
Slates.™

Fresidont Clinton himself has expressed the official LS. view of the
ARF and other multilateral security initiatives, saying that they "are a way
o supplemant our alliances and fTorward military presence, not supplant
them, ™ And, one mightadd, they are even more acceptabla i, unlike the
ARF, where ASEAN has the initiative, they are strongly influenced by
Washington,

Why is the United States so suspicious of multilateral security
syslems? Simply because after having for so long been used to maving
troaps and forees around atwill, it is not about 1o subject the movements
of its troops to multilateral controls. The complications that a successful
multilateral organization could pose for U.5. foreign and military policy in
the region are cogantly captured by a recent report by the LS. Congression:l
Research Service:™

[A] prollem would arise il East Asian governments used the ASEAN
Fegional Forum and olhaer Tulure: regional security consultative
arganizations in attempts o restrain the United States fom acting an
cemain security sauss. The impasse between the United States and the
MATD and CSCE countrias aver policy loward Bosnia-Hemegovina points
oul the potential for disagreements as Cold War-based mutual sscurity
interests decling, Four areas of LLS, secarty policy in East Asia would
appear to he subject 1o potential differences hatween the United States
and some East Asian governments: LS, attempts to restrain Chinese
rmisslle and arms sales; U8, poloy loward Tawan, especially i§ Talwan-
China relations should worsen; U5, efforts to prevent Morth Korea from
developing nuclear weapons; and LS. policy lowards Japan's fulure
regional and intemational militany roles. The WS, government and
friendly East Aszian governments might agree on some basic obectives
on these issues, but they may disagres on the strategies and tactics o
employ, Regonal security consultative organizations could be focal
points for the ainng of such differences.
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Sa, six years after the collapse of the Berlin Wall, whal we have in tha
Asia-Pacific 1= a fallback on the LS. military presence as the principal
mechanism for presenving the peace. Bul as in other things, the presant
15 nosimple reproduction of the pasl For aside Trom the LS. military
presence, the evolving systern of regdional security rests on two other key
alements: balance of power diplomacy and arms races.

Balance of Power Diplomacy

Let us mowve on o the balance of power. With its O5CA proposal
dismissed by the United States, Australia has been among the most active
intrying lo forge a balance of power regimea in the Asia-Pacilic. The key aim
ol Ausltralia’s regional Toreign policy s, lo use Prime Minister Paul
Healing's words, o "ensure LS. strategic engagemenl,” and a prime
motivation of Australia’s support for regional arrangements like APEC is
that they provide a “framework to help contain or manage competition
belwean China, Japan, and the United States. ™ Foreign Minister Garath
Fvans describes the LS. military presence as Lthe " balancing wheel in the
region,” and conceptualizes Australian regional policy as placing the
‘emphasis on traditional balances of power consideralion,” though wilh
"strong commitment” to multilateral dialogue .

Australia finds itself in syneh with its ASEAN neighbors, who have
become equally assiduous practitioners of the balance of power, ther
declared aim being to check what thay perceive as the strategic Lhreats
Rosed by Japanand China o Southeast Asia by keeping the United States
in the Pacific. Thus, U.S. bases had not yet shut down in 1592 when
Singaporecame forward to offer the U.S. Air Force and the Seventh Flest
penerousaccess and senvicing arrangements. Currentlly, bao LS. military
URits — the 497 FTS and COMLOG WESTPAC — are practically residents
there, Access proposals Tollowed in shorl erder Trom Indonesia, Brunei,
and Thailand. In this connection, let me rafer to the February 19895
Pantagon Strategy Document. US, deployments in Southeast Asia, it
Says:

are dependent on a eade varety of access arangements. We have
formal access agreements, informal agreements. for airerall ansils
and shap visits, commerzial arangements for ship anddor aireral
repairs and maintenance, and accasional acoess arrangameants wilh
maryy countries for tmining and exercize puposas. These aooess
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arrangements have expanded n recent years, in part due to regional
frars thatl the closure of U.S, bases in the Philippines would lead to our
departure from the region, and in partis a result of gradually expanding
hilateral defense relationships.

One can argue, in fact, that for the ASEAN eliles, the access
arrangements are ideal, in that they avoid the nationalist backlash that
can be ignited by a fixed land bases, while providing essentially the same
services for the massive floating base that is the U.S. Seventh Fleet that
used 10 be provided by fixed bases. Thus, we see ASEAN povernments
endorse the continuing U.S. military presence as cfilical for regional
security, as they did during the last ARF meetingin Brunet, and inthe same
breath conpratulate the United States for withdrawing its bases from the
Philippines — a move that allegedly manifests Washington®s respoaet far
the ASEAN concept of ZOPFAN, that is Soulheast Asia as a “Zone of
Peace, Freedom, and MNeutrality, ™ This is diplomatic hypocrisy at its
worst, or best, since Indonesian Foreign Minister Ali Alatas, wihic
commﬂnclsWabhlngmnrorrcqppctmngOPFHN cannot be unaware of the
fact that the new access and servicing arrangements with Southeast
Asian countries, when combined with lechnological advances in
communications and logistics, have placed the LLS. military in a betler
position to project foree than when it had Subic Naval Base and Clark Aif
Force Base!

ASEAN defense analysts, in fact, now explicitly lalk about the
smultipalar balance of power” as beingthe ce nterpicce of ASEAN strategy,
with the classical European balance of power emergingasa rmodel, In the

words of one analyst:®

The principles of a multipolar balance of power SeeMm Lo ke graduslly
becoming the basis of international relations in the post-Celd War
era in which bigger countries tend 1o dominate smaller and weaker
courtrics. Under the principles of a multipolar balance of power, a
country which has become too strong will pose a threal to its
neignbors and they will in tum undertalke diplomatic and  military
cooperalion to face Lhe potential threat,

Urider the system, a melatively big and influsntial country is needed to
undertake diplomatic and military cooperation with smaller countnes,
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This patlarm existed in Europe & cenlury ago or byo where Britain played
the rele. of a balancer against France and, subseguently, Germany. .,

Practicing bakince of power politics, conlinues the same wriler, 1s "not
designed to creale an arms or widen the disputs.” Instead, the balance
of power is “designed Lo creale real and sustainable peace and stabibity
in the region inwhich the regional counlries are constantly interested, ™™

The e Lhal the balance of power in Lhe Asia-Pacilic contexl will
actually resull in “sustainable peace and stability” s, &t the very keast,
dubious if ona is guided by the historical record, especially thal of the 19th-
century Curopean balance of power that is regarded as a model. Indead,
it is hard 1o understand why ASCAN defense stralegisls are so kesn in
reproducing 19th century Eurape in the Asia Pacific of the 2 1st centuny!

Firatoflall, the so-called Concerl of Europe encouraged not eguiibrium
butimbalance. Some counlries ried Lo gain strategic superionty in order
Lo feel secure, and oLhers felt compelled to mateh their moves te “restore
aguilibrium®. Mot surprisingly, the classical Furnpean balance of power
wils accompanied by deslabilizing arms races: between 1880 and 1914,
military spending rose by 384 percant inGermany, 284 percent in Britain,
170 percentin Italy, and 704 percent in Russia. ™ With arms spending by
some countries nsing by 50 percent or more in the fast five years, Fast Asian
nalions are well on their way to matching, if not excesding these rates.

Second, the classical balance of power may have [argely kept poace
in the center of the system for a contury, but it was accompanied by the
authreak of smaller wars in the periphery, There were 67 wars belwesn
1815and 1914, mostof them Toughtlin the periphery, though there were
three faught in the centar, an Eurnpean soil. Inthis regard, the obeeration
by one analyst that under balance-of- power regimes, smaller wars “may
be required for equilibrium™ is not reassuring.™

But the fatal flaw in the classical Curopean balance of power, as
pointed out by Henry Kissinger-— of all people — in his book Ofplomacy,
was that the more and moere intricale balaneing mecshanisms thal il
required for maintenance over time led to its running out of the contral of
all the states involved, resulting in the Big Bang of 1914 and tha even
Bigger Bang of 1936,%
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The Arms Race

The idea that the balance of power in the East Asian context will
aclually resull in “sustainable peace and stability” becomes even more
gquestionable if ane looks at the third pillar of the informal system of
securily that now governs the region. This is the arms race, which s really
one dimension of the balance of power.

The Aslan arms market is now the secand largast in the developing
world. ILacoounted for 38 percent of all arms transfer agresments in Lhe
period 199194, up from 26.2 percentin 1287 - 1890, Allow me Lo point
oul three of the more disturbing features of this development:

The first is that in the absance of viable mulilateral securily
mechanism to assure the maintenance of peace, the vauntad prosperily
af the East Asian region s leading not 1o less but to more polential
instability. As & portion of GNP, defense spending may havie gone down
in mosl East Asian countrias, but the high annual GNP growth rates have
allenwed it te continue growing alhigh or at least respectable rates Inmost
countries except perhaps for the Philippines, Capitalacouisition, mareover,
is everywhere a priority, A few years ago, the conventional wisdom was
distilled in Singapotean diplomat Tommy Koh's claim that "The Asia-
Pacific is a region of booming econamies at peace with itself, ™ Today,
the truth seems to be closer to the most recent Australian Defensa White

Paper's assertion thal “the relative peace
[TIhe absenco of viable i Asia may naot las.""*

multilateral security  mechanism

toassure the maintenanee of peace,

The sacond poinl is thal the biggest
arms supplier in the region has been the

the vaunted prospernly of the East Lnited States. In the period 1901-84 the

Asian region is leading not 1o less

but to more potential instability.

United States accounted for 43 pear caent
of the value of all arms transfer
agreementswith the developing countries

fs a portion of GNP, defense  of the Asia-Pacific region, far outstripping

spending may have gone down in

Waostern Furope's 26 percenl share and
Russia’s 23 percent.’™

st East Astan countries, but the

high annual GNP growth rates have Furthermore, the United States has

allowad it to continue growing at

alse been associated with the most
destabilizing deals: its sale of 150 F-16s

high orat keast respectable ratas. .
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to Taiwan, in elear violation of the lerms of LLS.-China normelization,
helped torpeda what appeared to be an emerging modus vivendi— based
largely on de facto iInvestment and trade — between Taiwan and China in
the late 19805, [t was also the U.S.'s sale of F-16s 1o Singapore a fow
years ago that triggered the jet-fighler arms race in Southeast Asia, a
developmeant that we shall return o below, " Again, Lhe ationale Tor the
recent reassertion of LS. unilateralism as the key mechanism of peace
and security has, in light of this behavior, the character of a sell-Tullilling
prophecy: through its arms salas policy, the United States has acted in a
way that has contributed to regional instability, then it says that this
instability makes its military presence necessarny.

The third paint that must be emphasized is Lhat the arms races in tha
redion are notsimply a respanse 1o perceived threals from the big powers
an the part of the smaller countries bul also acts directed against one
anather on the part of the smallercountnes. Looking at the race for ultra-
moderm jet fighters in Southeast Asia, forinstance, Desmond Ball claims
lhal "Singapora's decision to purchase F-16s doos seem 1o have acled
as something of a stimulant for the subseqguent Indonesian and Thai F-
16 acgusilions, as well as fuslling Malaysia's interest in a strike
fighter. " Mataysia subsequently decided Lo buy 18 Russian Mig-29s along
with eight F/A 180s. In fact, even the cash-strapped Philippine Air Forees,
which has been hankering Tor F-16s, may soon gelils wish if the United
States decides to divert Lo L at least 171 of the 28 F-16 fighlers lhal were
sarlier earmarked for Pakistan butwere never delivered owing to Pakistan's
nuciear program,™

Thera is now in ASLAN nol jusla jet-fighter race but also a submarine
raca. The Thai Mawy is desperalaly irying Lo acquire bwo dissel submarines
because Indonesia already has two submarines, and Malaysia and
Singapore have entered Into agreements with foreign navies Lo train their
submarine crews, which means thal they have decidsd to buy subimarines.
Why subrnarines? Because as Thal Supreme Commander Watthana
WiLtthisin notes, "most of our natural resources are in the sea,” and “[i]f
wee have no strong armed forces, we may regret it in the next five years
when we are defealed in marine battles."®

This compelitive frame of mind is not surprising if one brings together
twio conditions: an area lraughlwith multiple unsettied territorial conflicts
with the absence of & mullilateral system for setlling these dispules or
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at least Lo prevent them from exploding into open war. In addition Lo the
better-known issues like the six-country dispute over the Spratlys and
Indenesia's continuing oceupation of Cast Timar, we have in Southeast
Asia alone the following:*

the MataysiadPhilippine dispute over the mwnarship of Sabah;

the dispute belwesn Malaysia and Singapore over the ownzrship of

the sland of Pulau Batu Putih;

3 the dispute between Indonesia and Malaysia over the izlands of
Sipadin, Sebatik, and Ligitan in the Cefebes Sia)

4 a boundary dispule betesen Indonesia and Vielnam over Lheir

alfehote demarcation ling on the continental shelf of the South

China Sea;

anather offshore demarcation ling dispute. between Vietham and

Malaveia,

A still another maritime boundary dispute betwesn Vistnam and Chins,

T a potential dispute over Indonesia’s Matuna Island, which is shown
in recent Chinese maps to be within Chinese lerritony in the Seuth
China Sea;

8 aneconomic zone dispute in the Gulf of Thailand between Cambodia

B

i

and Thailand; and

g warious dispules over fishing rights in the Gulf of Thailand between
Thamtand and Malaysia, and in the Andarman Sea betwesn Thailand
and Burma, which have resulted in a number of explosive insidents,
including one just three weeks ago where Malaysian patrol boats
firzel at and Killed two Thai fishermen.

In sharl, when one goes beneath the rhetoric, the much vaunted
ASEAN solidarity is very shaky indeed and can never be relied on as
substitute for a multilateral security system with clearcut rules for
peacefully resolving territorial disputes. One can be sure that with such
a system becoming more and more difficull o erect, we will sea the
institutionalization within the region's militaries of strategic and tactical
caleulations, such as these which underiie the Royal Thai Mavy's
determined push for a submarine. Allow me to quote a high-ranking
admaral:®

Compatition will continue to grow, especially. competition o find
resnircRs 0 thiesea — crude nil, ore, natural gas, Dsh, All countries
want 1o uss these resolres to strenglhen their economies, which could
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lead to disputes because of unsettled overlapping sconamic sones inthe
zea. Thailand, Malaysia, Vietnam, and India each have ther own claims.
If waluable resources ae discovered, such as oll and gas, a dispule
could arise. For instance, Cambodia thinks it owns gas which we are
drifling for in the Gulf of Thailand, [Uwants another country 1 do drilling,

Minor issuss involving economic nterests could lead W disputes. 1t
wirlld not have to bea big dispute, Eoould inve e ships sxchanging fire.
Thi allies of the disputing countries would try 1o mediate and encourngn
a hegotiated sattlemeant, The scale of conflicts would be small, We have
disputes with Malaysia over lishing in its termtory. Fishing boats wers
seired and destroved and some crews imprizonsd. The zame situation
has cccurred in Burma, An accumulation of Thess incidents could lzad
o the usae of foree some day, Any country wanting (o use agenEssion
against us would think again il il does not know the location of our
submarines,

Inany event, the Royal Thai Nawy is reportedly interested in German
submarines — the German 200 Class in parlicular — because, as one
report notas, “the Germeans wrole the bookof modearm submarines warfare,
and almost succeaded In strangling Britain into submission in both World
War | and World War 1153

Thus, ARF notwithstanding, the ASEAN governments have, for all
practical purposes, fallen back on the old Roman dictum: “Si vis pacem,
para bellum. " If you desire peace, prepare Totwar. Indesd, a contemporary
expression of this mentality that nowreigns amaong defense establishments
in the region was provided recently by Malaysian Defense Minister Majib
Razal, who said Lhal the end of the Cold War has made the security
ervironment. in the region “fluid and unpredictable,” and  advised
governments to “prepare for the worst scenario,"™

It is postures like these among the ASEAN elites that is rendering
the ARF ineffective. For how can one talk about ARF being a serious
muttilateral endeavar iT ane autamatically rules out of the bounds Tor
collective discussion onintra-ASEAN werritorial disputes and conflicts such
as the Indonesian aggression — the indonesian military prefers o call it
“integration” — of East Timor? 1T the ASEAN elites complain akoul the
United States not taking ARF senously, they have parlly themselves 1o
Llame,
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The Japan Quesiion

It is against this regional picture that we move to the question of Japan
and the U.S.-Japan Security Treaty, which the Pentagon stalement
describas as the centerpicee of the U5, presence in the region. Several
points must be made in this connection. First of all, Japan’s failure Lo
stand strongly for a new multilateral order has been as damaging o East
Asia's long term securily as Japan's failure to clearly define itselfvis-a-vis
the LS. trade offensive has been to East Asia’s economic solidarity.
Some analysts have hailed the recent defense advisory group report, the
so-called Higuchi report, as placing the creation for multilateral securntly
policy in the next few decades. One may certainly applaud the report for
its recognition of the importance of multilateralism and its support for the
ARF. But one would have 0 admit that its discussion of multilateralism
is laced with studied ambiguity, while its reaffirmation of the centrality of
the LS.~ lapan Securily Treaty as the bedrock ol the regional security is
lnud and clear. Lstates, withoul seemingly sensing any contradiction, that
“lijn erder 1o further ensure the security of Japan and make multilateral
security cooperation effective, close and broad cooperation with the
United States are essential. The institutional framework for this is
pravided by the Jlapan-U.S. Security Treaty, Henceflorth, the two naticns
should make efforts to make greater use of this frameworkand strengthen
Lheir cooperative relations so thal theycanact more positively in respanse
b mew security needs. " 1L continues: ™

I redation to the secunty environment in the Asia-Pacific region,
copparation betwesn Japan and the United States is an essential factor,
Iry view of the continuing need to ensure that LS. commitment of [sic]
this region is maintained as desired by many Asian nalions, it is highly
significant that Japan and the United States should renew their
determinalion 1 maintain their securnly relations. ..

Fram these international and regional viewpoints, the Japan-U.S.
Security Treaty will assume greater significance than ever beforz. |In
addition, it Is necessary to realfirm Lhe significance of this trealy in
the sense that i forms an essential framewaork for the active and
constrictive securty policy Japan should pursue..

The message here may nol be crystal clear to-Washington, which 15
always guick to come down on Japan for nel expressing unconditional
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loyally to “the Alliance” * itcomes across loud and clear to the rest of Asia:
Japan does not have Lhe nerve to downgrade the U.S.-Japan SECUrity
alliance and to decisively lead the region in forging a new mullilateral
syslem  of peace and security. Typical of the timidity of Japanese
officialdom is the lollowing remark of a senior official of the Japan Defense
Adency when queried about Japan's caution in pursuing multilateral
initiatives: "If Japan vigorously works o promote multilateral security
consultations or creates a framewark for them, thiswould lead the United
Stales to worry that Japan wants to disengage from relations with it

The firestorm over the rape of a 12-year-old schoolgirlin Ckinawa did
nol prevent the government of Prime Minister Tomichi Murayama from
slicking closely Lo eslablished policy. Mor was it an obstacle to his
successar Ryularo Hashimoto's concluding an Acruisilion and Cross
serving Agreement (ACSA) with Washington that committad apan 1o
praviding supplies and ammunition te U.5, forces conducting militany
axercises in or near lapanese terrilony.

The second key point is that given two conditions — the centrality of
the LS. military presence in Japan and the .S, povernment’s WOrsening
fiscal crisis — a large part of the costs of the U.S. strategy to maintain
its force levels in the Asia Pacific region will fall on Japan in the form of
demands for increased host-nation support, Belween FY 1991 and FY
19945, the V.5, defense budget fell from $303.5 billion to $963.8 Billion,
or a reduction ol 13 percent in nominal terms bul of 20 percent in real
terms. At the same time, Jlapan’s share of the burden of maintaining U.5.
troops has been on the rise. Currently, the total cost 1o Japan of
maintaining the 45,000 LS. troops in Japan s in the order of 6257
tillion yen, while the cost to the U.S. runs 1o around 340 billion yen —
which means thal arcund 70 percant of the tolal expenses noeded Lo
keep the LLS, Armed Farces in Japan is now borne by Japan,™

Despite lhis already massive amount, U5, pressure 1o increase
Japanese support has mounted. And Washinglon has essentially potten
what itwanted, Notwithstanding the firestorm over the Okinawa Ra pe, the
Diet about 4 month age passed the “Host-MNalion Suppart Pact” which
commits Japan to increase its financial obligations to the maintenanoe
of U.S. troops up to the year 2001, Reportedly, Fornign Minister Yohei
Kono and Japan Defense Agency Director General Seishiro Fto agread
te raise it in FY 19586 by 4 billion yens
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This leads to the third point, which is that in agreeing to bear a
significant portion of the cost of the resurgent U.S. military presence in
Asia, Japan is, in effect, financing a military presence directed againsl
itself. For the U.5.-Japan Treaty has always had several rationales. Even
during Cald War, the principal rationale of containing the Soviel Union was
joined by the secondary rationale of preventing the independent rearmament
of Japan. The situation after the end of the Cold War has raised what used
i be the secondary ratinnale to a stalus at least equai Lo that of containing
China or North Korea. Onecan, in fact, get a good debate goingon whether
the new U.S. profile is meant principally to contain China or to restrain
Japan fram becoming a threat to both United States and Lhe region.

This isa growing understanding that is seldom formally acknowledged,
though sometimes, like lapanese officials pontificating on Japan's roie
in the Second Warld War, key LS. officials slip. Forinstance, alew years
ago, in an interview that incurred the displeasure of official Washingtan,
Major General Henry Stackpole, then commander of Marine Forces in
lapan, told the Washington Post thal the main purpnse of the U.5.
military presence in Japan is to prevent Tokyo from beefing up "what Is
already a very, very polent military.” Already, he claimed, the lapaneses
have “achieved the Grealer Asia Co-Prospernty Sphere economically,
withaut guns. Since no one wants a rearmed, resurgent Japan...we are
the cap in the bottle, iF you will, ™

This is an understanding that is now increasingly openly acknowledped
by Japanese officials and analysts, For instance, Yoshiki Hidaka, chief
rescarcher of New York's Hudson Institute, says quite farcefully in a
recent issue of Voice that the U.5.-tapan Securily Treaty “is based on a
policy for prevenling unilateral reinforcement ol military power on the part
of lapan and for preventing it from expanding its military influence in
Southeast Asia or developing nuclear weapanry."™ In Hidaka's opinion,
the Clinton administration's reversal of the Bush policy of drawing down
forees in the Pacific was earred out “with a view 1o protecting againsl
military expansion an the part of Japan. " Another security expert, Profl.
Teturmasa Nakanishi of Kyoto University, asks the question: “[Hiow long
ean we toleraw an alliance which views oneself as 3 threal (while
constantly facing the demand for increasing " contributioris'), ™



GROWTH, CRISIS AMD OPPORTUNITY N EAST ASIA 57

The altermath of the Okinawa incident has shown thal the Japanese
peaple are ahead of most bureaucrals and polilicians in their perceptlion
af the strategic inlent of the .S, bases. Arecent poll shows thal only five
percent of the Japanese people believe that the bases are prirnarily far the
benafitof this country, ™ which leads one to suspect thal the LS. military
presence may be lolerated in Japan mainly because it has been so
focused in Lerms of land occupancy on Okinawa, which is in the periphery
of the lapanese archipelago and whose people are treated as second
class cilizens by mosl Jlapansse. Dispersing the bases throughout lapan
as some have proposed s apparently no option because local resentment
of bases in the other parts of Japan is already high. Fven LS. Searotary
of Defense Willam Perry has acknowledded that other lapanase
cammunities may be mcapable and unwilling to support redeployments of
LIS forees from Okinawa™

This resentment has the potential of bci'ngwanslamd inta a political
foree. Under the old multi-system, the LDP always worked hard 1o assure
the election of al leasl one pro-bases candidate in districts with LS.
bases. However, aceording to Patrick Cronin and Michael Green, under the
new single-seat system, “thisfirebreak against lecal resantment af bases
will wanish.™ Indeed, “given pressure on the higher level of polilcal
Iradership to build new constituencies, LS. bases will become allractive
targets for the creation of new pullic works projecls such as inlermational
airports and public housing, ™

All this shows that there is potentially a domestic base for a now
security policy loward the region within lapan. What s sorely missing today
are sevaral other key ingradients. We have already louched on two of these:
the: lack of bold leadership and innovalive vision. Bul the absance of
anather factor is equally critical: this is Japan's moral credibility within the
region,

Which leads to the fourth poinl. tapan can polentially exercise strong
leadership within the region in charling Lhe direclion away from the Cold
War systerm. But the rest of Asia will nol allow it Lo assume this role
unlassthe Japanese people and political leadershipassume responstbility
without hesitalion and without qualification for the crimes and atrocities
perpetrated on Asian countries by an earlier generation of lapanese.
Instead, wnatwe have is a succession of igh officiats forced out of office
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agpressiveness, bul the way the
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establishment wave the alleged
Morth Kerean plan o produce
weapons-grade plutonium,.in order
o foree the Korean issue o the
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concerns, and thus reassert
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because oftheir justifyingor rationalizing
Japan's colonial and World War 1l
rEecords,

Responsibility for the past, a
paradigm of conflict resolulion via
multilateralism, and a program of
significant armsreduction —these could
be the elements of a potentially
attractive and powerful Japanese
strategy Tor a post-Cold War syslem
that truly breaks with the pasl
Unfortunately, the lapanese are nol up
1o the Lask.. .yet.

Washington's contiol

Aszia Pacific sscurity agenda...

The kevival of Conteinment
mver the

Let us now turn 1o the relations of
the United States with two regional
actors, Morth Korea and China, which
have been central in determining the Asia-Pacific security dynamics during
the last few years.

Oremanizing North Korea, When the Cold War ended althe turm ofthe
decade, pressures both from within Lthe Asia-Pacific Region and the UL.5.
public foreed the administration of President George Bush to announce
a 10 percant raduction of U.S. military forces and a sireamlining of the LS.
force structure. The absence of a clearly defined "enemy” while welcome
to mast people, was warrying to Washington's military eatablishment, in
particular the naval lohby that controls the U.S. Pacific Commiarnd
headquarters in Honolulu, To many of them, the Philippine Senale's
refusal 1o ratify a new treaty governing the presence of U5, military bases
in the Philippines was an alarming development that could culminats in
the rallback of U.S. forces from the Western Pacific to Hawali.

To a military establishment requiring a new rationale to justify its
massive Pacific presence after the collapse of the Soviel enemy, MNorth
Horea was a godsend. Even before the Yongbyon reactor controversy
broke out, Washington was aleady dressing up Morth Kaerea as the
"greatest immediate danger to regional sacurity”, as the commander in
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chief of the .5, forces in the Pacific put it in testimony to the U.S,
Congress in 19915

There is no daubt that North Korea has had a significant number of
men underarms and kept therm al a high level of military preparadness,
alongd with bellicose rhetoric against the United Slales and South Korea.
Butthis behaviorwas largely a carryaves from the Cold War, Moraover, most
sarious delense specialists would probably agree with Androw Mack's
advice that in assessing Naorth Korea’s behavior, ong must consider thatl
“from Pyangyang's parspoctive, many Amencan and South Korean action
and staterments surely da seem Lthreatsning. "™

Indeed, Pyongyang may aven have allempted louse lhe Yonghyong
nuclear-power projectpartly as an elforl o developnuclear arms. But this
response, while not excusable, cerlainly becomes understandable in
light of developments in the last Tew years. Pul yoursalf in the shoes of
the leadership in Pyongyang:

1 wou are told by the New York Times that the Borean peninsula has
been idantified by the Pentagor's first post-Cold War defense
guidance as the sile of two out of seven scenanios of posi-Cold War
conflict could be involeed; ™

you are constantly identified as the main threat to regional peace at
a time that you, in facl, have already effectively lost your traditional
protectors, Ching and Sowiet Union, owing to the disappearance of

L]

socialisl solidarity;

4 over 17,000 WS, roops stand on permanant combat alert on yvour
southaern border, their offensive skills constantly hone in annual
war exercises cared cut with South Korean forces:

4 you read in the latest Pentagon posture statement that “We [the
Unitedl States] are prepositioning militany egquipment in South Korea
to inerease our capability to respond to erisis. In light of the
confinuing cormentional capability of North Korea, we have perma-
nently halted a previously planned modest drawdown of our troops
from South Korea, and are modernizing the American forces there as
wall as assisting the Hepublic of Korea in modernizing its forees; "7

5 wouare constantly treated to accounts in the Uniled States and South
Horea prese about your economic froubles and how  they are g
prelude to your inevitable political collapse.
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.5 actions, in shorl, have foreed North Korea to assume some of
the characteristics of a cormered animal, then the United States seizos
precisely on some aspects of that behavior to justily the concentration
of even more force against it!

Indeed, whal mainly strikes many Asian observers of the Korean
drama in the lasl few years has nol been Morth Korea's alleged
aggressiveness, but the way the U5, political and military establishment
wave the alleged Morth Korean ptan to produce weapons-grade pluloniuvm
at the nuclear plant at Yongbyon in order Lo force the Korean issue Lo the
top of the region’s security concerns, and Lhus, reasserl Washington's
control overthe Asia Pacific security agenda afterits hold on this had boen
loosenead by post-Cold War developments. In oltherwords, the heightenoed
demonization of Korea in the period 1991-1994 was an indispensable
mechanism to counter the pressure for troop reduction Trom a LS. public
wizahy of Cold War that was occurring in the early 1950s between Seoul
and Pyangyang, aborting Japan and Australia's flirtation with multilateral
systemns for regional security, and dampening ASEAN's increasingly
independent security initiatives.

Containment — thal veneranle strategic doctrine of the Cald War —
had not become irrelevant, the military establishment declared., As James
Morley, a veleran Pentagon Asia hand, pul it at a recent conferance in
Takyo: “The stratefdic picture has not changed fram the Cold War. Then,
we had an alliance of the status quo against the power that threatened
the slalus guo. Today, there are still forces that threalen the same status
guo, excepl now, North Korea and China have stepped into the role that
was Tarmerly filled by the Soviel Unlon, ™1™

China as "The Enemy™. This brings us ta China, which becamethe focus
of demonization eflforls, especially afler North Horea agrecd to forego its
plans Lo develop nuclear enerply and accepta U.S.-promoted intermational
plan Lo supply iU with nuclear reactors, which were technologically very
difficult to use, o produce weapons-grade plutonium a move that
contradicted the Pentagon's campaign Lo paint North Korea as irrational
and crazy. Moreover, itwas simply dilficult to convinee Asian governments
lhat a beleaguered regime wilth a collapsing economy was a credible
regional threal. China, on the olherhand, was big, econamically successful,
and many of its recenl actions could be superficially inlerpreted as
"expansionist" in character.,
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Now, many aspoects of Chiness political and military behavier are
cartainly disconcertingand cutragecus, especially the Tienanmen Sguare
massacre, Bulone cannot allow what was undoubtedly criminal behavior
al Tienanmen on the partof the Chinese authoritios 1o lead Us to easy but
erroneous conclusions about China's security policy. Mare precisely, the
currently fashionable interpretation of Chinese behawvior as "axpansionist”
by both western and ASEAN defense analysls distors what is a more
complex reatity that must be deall with more sophisticated analysis and
paticy instruments than a baltlecry of meeting force with force and a Tire
with fire,

Fiesl of all, if we look at the Sprathys dispute, which is adduced as
prima facie evidence of Chinese expansionism, what we see 15 a process
of selling borders by several claimants over an area whose possession
has never before been determinate. This is not & case of China crossing
well-defined tradilional borders in the manner of a Hitler taking aver
Crechoslovakia or Poland, of the United Stales laking over Meaxican
territory or the Philippines. What is problematic here isnot, infact, China's
staking aclaim to the area but its reluctance so farto settle the campeling
claims via methods of negotiation proposed by the other parlies Lo the
dispute. Calling China's behavior expansionist in this context is far less
justifiable than calling Indonesia’s annesation of Easl Timor expansionist
and imperialist.,

Second, a key indicator of China's expansionist drive 15 saldl to be s
program of massive mililarization. Again, here there s a gull betwesn the
tag of expansionist and the reality, China’s defense spending has been
consistently on the rise since 1980 But this musl be interprated in light
of the fact that its spending steadily declined in the 1980s; the U5 Arms
Control and Disarmament Agency, in fact, eslimates thatactual Chinese
defense spending in 1289 was 25 percent less than actual Chinese
spending in 1875 This was a lmoe, it must be noted, thal military
spending by China’s neighbors, notably Japan, South Karea, and Taiwan
was rising at four to five parcent a year'™ There 1s therelore a strong
element of cateh-up in Chinese defense spending behavior,

China. it is true, has lately focused on acquinng sophistcated
weapans systems, But one must interpret this in light of two facts: the
relatively antiquated Chiness Torce stiucture and the inereasingly
sophisticated force structures of ils neighbors. China may have g 5000
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Jet-fighler and bomber-based air force, but these planss were whal one
LS. analysl describes as "early 1980s Soviet derivatives thatl are often
mechanically unreliable and therefore restricted in use "™ The Chinese
Many may have a large 100-submarine force, but the boals are very
autdatad, with as many as ane hall no longer aperational, and difficulty
Incommunications reportedly keeps the boats close to shore 2™ Moreover,
the Chinese army’s command and contrel capabliities are wealk, its fores
mobdity 15 imited by the lack of transport helicopters, and the absence of
a refiable air-refusling system limits the range of Chinase aircrafl.

In eontrast, China's neighbors were able 1o equip themselves in the
19805 and earky 19905 with advanced weapons syslems, many of which
wears based on the wesl's and Japan's microslestronics rmvolution.

Talwan, alwaysa warry Lo China, acquired F-16s and Mirage fightars,
French and American advanced Trigates, and new U.5.-built air defense
sysiems.

As for ancther constant warry of China, Japan, this country has C31
capabilities that are first rate. To fortify i1s capability for offensive
operations to adistance of L300 nautical mides from the Japanese coast|
Japan, according 10 Cesmond Ball, "has a substantial and very moderm
naval foree, including some 100 marnbime combat aireraft, 64 major
surface combats, . and 14 submarines, 1Lis in the process of building
several Yikikaze-class destrovers equipped with the Acgls system: i
= modernizing its submarine fleat: it is planning to acquire tanker aircrafl
to extend the range of itz aircoverage; andilis considering the acouisition
of ' defansive’ aircraft carriers, ™

Maturally, this has stirred the concarns of Chinese defenses plannears.
But there are limits to China®s ability to catch up. Bven with the current
pace of force modemization, savs Australian analyst Paul Qibb, by 2010,
“China’s power projection formes Wil e relatively small. Lin comparison to
the forces available for defense inmost of its powerful nelghbors, namely
Japan. W Moreover, “Japan’s navy will remain in most respects..both
aualitatively and quantitatively superiorto that of China. "1

China’s cencemn about the gualitative backwardness of ils Torce
structure appeared to have been heightened by the Gulf Warin 1991-92,
wnen the Uniled States and western forces, equipped with high-tech
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weaponry, destroyed Saddam Hussein's army, which was very similar in
force structure, weaponry, and taclical doctrine 1o the Chinese anmy, As
Rober Sutter notes e

The ahility of well-trained westem formes amed with high-technolo gy
waapnnry o conduct effective combined arms operations against ragi
forces showed Beijing how far behind ot astually was in dealing with
modem warfare. b s clear as owall thal the forces deployed around
China's eastem periphery {especially those of lapan, South Korea, and
Tarwan) and to a lesser degres some Torces m Southaast Asia notably
Singapone) have the kind of fire power, maobility, fraining, and expenence
that the allies used so suceessfully against lrag.

The aliegation of Chinese expansionism s coupled with an imaga of
China as irresponsible, as an unscrupulous aclor that will sell arms o
anybody who can afford it io gain cash thal can then be plowed back Lo
the military Luild-up. Apain, between allegation and reality is a grand
aanyon. China's arms sales have, in Tacl, dropped significantly in recent
years. Its arms deliveries to developing nations dropped from $2.6 billion
inthe petiod 1987 -90 10 $4. 3 billionin 1991-94.22 In contrast, The United
States, which is now the world's largast arms deater, accounted for arms
delveries to developingmuntrieé worth $28. 2 hilllon in 1991-94, up from
$20 billion in 1887 -G0), 414

Whe is destabilizing whaorn in Asia is elear from the figures: China's
share of the Asian developing country arms market dropped from 7.1
percentin 19587-90t0 3.2 percent in 12991-94, whils the U.5.' share rose
from 17.3 percent to a whopping 43 percent. U 5. sales included what
was probably the mosl regionally destabilizing arms deal of Lhe |ast
decads; the sale of 150 F-16s to Taiwan by the Bush adminisLralion.

China's action must, in ather words, be examined in & historical and
regional context, and when this is done, whal emerges is a more complex
behavioral patlern thal cannol be fitled inte the simple "expansionist”
label, Indesd, the behavior approximales more the balanoe of power
model. Moreover, China’s security policy musl be analyzed in the light
af thé clear priofity the Chinese leadership has placed an econamic
modarmization, where the United States and China's neighbors play a
Key role as markels and inveslors. The simplistic military expansionist
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madel simply runs counterto the imperatives of export market and foreign
investrment-driven ecaonamic growth.

China s, moreover, nol averse to multifateralism o manago
competilion conflict, At the United Nations Security Council, the Chinese
have, for the most part, not ebstructed initiatives considered critical for
warld security by the United States and other western powers. Ching is
eager1a join the World Trade Organization and promises Lo live by its rules.
China stole the show at the APEC Summit with its offer to radically
ransform a whole range of tariffs as its so-called downpayment toward
the goal of regional trade liberalization. China has participated in the ARF
and acted in a conciliatory Tashion, according 1o most observers.

Far multilateralism 1o gain the serious adherence of countries ke
China, however, i1 has o be serous multilateralism, nol multilateralism
that is carried oul as "adjunct” or "auxliary” of the unilateralist securty
palicy of a regional superpower, as .5, offlicials choose to describe the
ARF. -5

China must be engaged in a serous multilateral enterprise 1o
preserve the peace, but this effort will have to overcome the vestad
interests that have solidified to maintain the image of China as an
irrational, expansionist power that can be broughl inlo line only by the
threatof force. These vestad interests are the LS. military, which will need
the image of an expansionist China to supporl its continuing build-up in
the region; Taiwan, for obyious reasons; and Indonesia, which nesds a
dermonized China to distract attention from Its hegemonistic project in
Easl Timor, and to justify its taking on the role as Southeast Asia’s Big
Brother protector, 147

In the: United States, the anti-China lobby is actually made up of two
wings that cut across the civilian and military elite. The “containment wing"
seeks principally to advance their own institutional interests by playing up
the “China threat as well as prevent China from emerging as a virtual
superpower in the future via a strategy of “cutting it off at the pass.” The
otherwingis a mare ideclogical one, mainly represented by the right-wing
of the Republican Parly, which was never reconciled to losing China in
1848 and sees no scope for positive change in U.5.-China relations except
through the ouster of the Communist Party leadership,
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Frlipsed by the policy of de facto alliance with China vis-d-vis the
Soviet Union followed by the Republican administrations of Richard Nixon,
Ronald Reagan, and George Bush, the old pre-Chiang Kai-Shek lobby has
enjoyed a spectacular revival in recent years, being replenished with new
yoices following the Republican Party sweep of Congress in 1994,

One of the members of the resurgent pro-MNationalist Chinese body is
House Speaker Newt Gingrich, who publicly raised the idea that the United
States should officially recognize Taiwan as an independent state — &
pasition he says he no longer holds.

More alarming to Beijing have been the following initiatives that have
wian approval either in the .S, Senate or the House of Reprasentatives,
though they still have to be enacted into law:*

1 the supersession of the LS. -PRC communigue of 1982 restricting
U. 5. arms sales to Taiwan with the U.5. Congress’ Taiwan Relations
Ant, with the |atter’s less restrictive pmviainns‘: on arms transfers;

2 a directive to the U5 executive 1o grant visas to all Talwanese
officials visiting the United States "in a private capacity;”

2 the official recognition of Tibet as “an ocoupied country® and the
creation of post of "special envoy” to i, and

4 theestablishment of a Radio Free Asia to beam propaganda to China,

In the ongoing debate on the LLS." strategic posture, the Clinton
administration has been mainly in a reactive mode, swinging in typical
Clinton fashion with the prevailling wing. On bolh security policy and
economic policy, Clinton's moves toward China are difficult Lo characterize
as a carrot-and-stick policy, as the administration claims, and come
across more as a muddle of inconsistency with predictable resufts. As
Seott Kennedy and Michael O'Hanlon of the Brookings Institution have
pointed out, “Clinton's iInconsistency and virtual silence has left a void
that has been filled by single-issue interest groups, the far fight and left
on Capitol Hill, and other yvoices that are calling for a more confrontational
approach toward Ching. 9

The Taiwan crisis of mid-March 1998 provided the opportunity to
translate the increasingly dominant policy of confrentation into an
operational strategy. It is this larger backdrop of strategic recrientation
that allows us 1o make sense of what struck many as Washingion's
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overfeaction 1o the crisis: Lhe sending of two carmer ballle groups to the
South China Sea, despite the almest Unanimous consensus among
defense analysts that China had neither the intention nor the capacity to
invacs Talwan.

The truth is that the pro-confrontation lobby's two-carrier response
was intended not only for Beijjing but for Fast and Soulheast Asian
povernments and for the more dovish sections of the LS. eslablishment.
There were, in fact, saveral messages:

1 that China is a serous menace to regional stability that can only be
dealt with by a powerful show of foree;

% that "engagement” of China, as proposed by Washington's doves,
must be the subordinate element in a broader strategy of confron-
tation,

5 that only “forward deployved” military forces operating out of hases

throughout the Western Pacific can be relied on Lo contain China, so
“Let's end Lhiz talk about rationalizing our bases structure and rely
mare on homeland -hased expeditionany forces o deal with Asiar :
problems; " and

4 that aircraft carers, with their splendid ability to project overwhelm-
ing power “right onta the belly of the East Asian subconfinent,”
remain the best weapaons for maintaining the Asia-Pacilic peace. "5o
let's cul all talk of degrading the U5, Pacific Fleet from six carrer
battle groups Lo four,” as some defense analysls have sugfested.

U.S. Security and the Trade Conneclion

It is an the matter of China that we sze most clearly a movemeant
toward the synchronization of the WS, military unilaleralism with its
unilateralism in economic policy loward Asia. Forthe developmentsat the
military and political lavels have been accompanied by dramalic U.5.
threats Lo impose unilateral trade sanctions on China, allegedly for allowing
thevinlation of the intelectual property nights of .S, firms, and Washinglon's
oppasition ta China's program for acoession Lo the World Trade Organization
(WTO), which effectively blocked China's membership in this crucial
multilateral organization.

I'he synchronization of economic and mililary policies inthe China case
is nol an abarration: it is likely 1o be a forestate of things to come, as the
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economic conflicts between the United States and Japan and the Fastand
Southeasl Asian NICs. For some time now, a game of pretend has been
foing on indhe region, with most governments being players. The game
rested on overt eohsensus by all parties thal the stated LS. military
strategy of providing a defense umbrella to the region was insulated from
ils ageressive unilateralist trade strategy of blasting open Asian markets
by invoking the threat of the “301" provisions of the U.5. Trade Act of
1988, which require the LS. executive Lo lake retaliatory action against
Lthose considered as “unfair traders”. This overl consensus contrasted
with the deep fears of neatly overyone that U.S, military strategy in the
region would at some poinl come in synch with its trade stratogy.

The game of pretend is up. in 1985 bwo events in particuiar signaled
the likelihaod of & closer integralion of LS. military and trade strategies,
Curing the meating of Lhe Asia Pacific Feonomic Cooperation (APEC) in
MNovember 1905 LS. Secretary of Defense William Porry sugdested that
APEC, which the United States has tried to turn into a multilaleral
mechanism Tor openmng up Asian markets, ought to have a securily
dimension as well, Earlier, Joseph Nye, then Undersecretary of Defense,
made a spaech in Tokyo lhal suggested that the United States would
"probably withdraw our security presence” from the Asia-Pacific if the
counlriesin the area were to procesd frarm the East Asia Economic Caucus
proposed by Malaysian Prime Minister Mohamad Mahathiran the grounds
thal the latter would “exclude the United Slates from the region
aeanomicaly.

In aurview, howeyver, i Asian markeats do nat opan up significantly 1o
American goods, a more likely response from Washington would not be
lo reduce or withdraw its mililary umbrella in order to open up markats
Indeed, in the intra-Asian trade, the proportion of total Fast Asian trade
nsesabove s current 52 percent, signifying bolh a grealer integratinn of
the region as both a markel and production base and a lessening of the
Imporance of LS. -Asian trade. The United States will bio templed Lo rely
mare and maore an ks military power to keep itself attached to Asia or face
bedng cut off from a markel thal everdbody agrees will be the locomative
of the world econormy in the 20th centuny.

To the skeplical, one must point out that there s, afterall, a U5, naval
tradition of using force orthe threatol foree to open up East Asian markets.
Ther Armerican military engagement with East Asia afler all begun with
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Commodare Clivar Perry and his "Black Ships” enlaring Tokyo Bay Lo
demand that the Shogunate open up Japan toweslemn lrade, or else. In
this regasd, isalationismin the United Slates has always b n with respeact
to Eurape, nover to Asia and the idea that the United States would
withdraw from the region on account of the growth of domestic iselationist
sentiment was never a credibie one. The Idea of avoiding entanglement in
old Furope has always been accompamed by a sense of the Asia-Pacilic
as the .S, natural frontier of expansion, In this sense, the intra-elile
conflicl in the United States has nol been sa much ong belwesn
internationallsts and isolationists, bul ore between internationalist and
“Asialationists.”

U.5. expansion in the Pacific in the 19th and early 20th centuries,
which was as much a case of the flag following trade, as trade following
the lag, was pushed by an alliance of navalists seeking the extension of
U.5. strategic power, mercantilisls withinthe bureaucracy, and corporaie
interests, During the Cold War, this alliance dissolved, as the United States
put the prierty on Asian participation inthe anli-communist crusade and
tolerated the mercantilist and protectionist trade and ivestment regimes
put up by Asian governments that often disadvantaged U5, businesses
in the region vis-a-vis local industrial and trading elites.™ With the Cold
War over, the old alliance is being reconstructed, and it is likely that we
shall see U.S. military power being employed less and less for achieving
the so-called universal good of regional stability and more-and more o
push specific LS. economic interests,

The Struggle for Democracy

Central to the future of peace and security is the spread of democracy.
Democracics, it has been observed, seldom go to war with one anolher,
whereas autheoritanan governments have a propensity for war. The reason
is simple: in demeocracies, though they may be no mare than forrmai
democracies, there are mechanisms like checks and balances, the free
press, and public opinion, which assure that, even if a democracy has gone
to war wrongfully, its policy can be reversed. Bulaut haoritarian regimas do
not have such internal checks, Indeed, authoritaran regimes tend Lo
channel oulwards, sometimes into overt aggression, themnternal tensions
that have built up owing to the repression of political expression. [tis a fair
question to ask whether, had Indonesia been democratic In 15975, the
invasion of Fast Timor would have laken place.
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Indead, the absence of democrasy as an element of the vision that
Asian elites are promoting is dealening. Instead, they have mountad an
offansive to convines Lheir populations that they have their own peculiar
forms of governance, that they have theirown brand of “democracy” Lhal
does not have the weslern emphasis on indiidual rights, electoral
competition, the free press, free assembly, and checks and balances.
Asians, like good Confucians, says Lee Kwan-Yew, value order over
change, hierarchy over equalily, and coaperation and mulual respect over
competition belweean the elite and the masses. Aslans, we are told, lear
that too much democracy may undermine Whe East Asian economic
miracle.** But as some nbservers have pointed oul, Lee's listof supposed
Asian values comes across less as values specific o Asians than as good
British, upper-class Tory values,

The emergence of the thesis that there Is a mode of governance
peculiar 1o Asians in recent idenlogical debates is simply explained. It is
a counteroffensive by alarmed elites against the greal democratic wave
thatl has been sweeping Asia since 1986, which has claimed the lives of
authoritarian dictatorships inthe Philippines in 1986, Korea in 1987, and
Thailand in May 1992, However imperfect these democracias are as
forms of rule, however much they are charactenzed by political and
enonomic’ domination by elites, the systems of governance in the
Philippines, Taiwan, Karea, and Thailand are different from those in China
and the so-called "ASEAN Four”

Singapore, Malaysia, Indonesia and

Brunei, And that difference is what Lee
Kwan-Yew, Suharta, and thelr champions
of Asian authoritananism are ying 10
raintain.

Parl of the strategy s 1o paint tha
democratic syslems of South Korea,
Taiwan, the Philippines, and Thailand as
alien western implants that are oul of
stepwith the Asian psyche. InJuly 1952,
far instance, ina much-publicized speech
in Manila, Lee Kwan-Yew pinpomled
Fhilippine democracy as the causea of the
countny's economic backwardness. His
messago then was equally, though

B [Tihe absence of democracy as
an element of the vizion that Asian
elites are promoting is deafening. .
[Tlhey have mounted an offensive
@ comince their populations that
they have their own peculisr forms
of governanca, that they have Lheir
own brand of "democracy” .. JBut]
Lez's lisl of supposed Asian values
pomes doross less as walues

gpecilic o Asians than as good

British, upprr-class Tory values,
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implicitly, directed at Thailand, which had just a few moanths carlier
unhersed the Suchinda military dictalorship at the cast of many lives.

The authoritarian counteroffensive reached its high point durnng the
UM Vienna Human Rights Conference in 1993, when the ASEAN
authaoritarian regimes and China wereable o present what appearad then
to be a formidable argument that there was a correlation betweaen their
high-speed economic growth and Ltheir authorilarian political systems,
“Wastern democratic methods are not for us,” they lold the conference,
“Asians have their own unigue methods of government that will ring
about ordered change and avoid the crime, racial strife, drug epidemic,
licentiousness, and moral breakdown of the west — all of which are
propagated by liberal democracy.”

But theauthontarian counteroffensive has lost momenturm in the [ast
few years awing to a number of developmenis,

1 A succession of much-publicized events — ineluding the conviction
of a Singaporean reporter for releasing confidential government
ecanomic data to the press, a court case brought by the Singaporean
government against the internationsl Herald Tribune for an aricle
critical of ASEAN judiciaries that did or even mention Singapore by
name; the rush to execute 3 Filipine domestic helper, Flor
Contemplacion, whose guill wias widely in doubt; and most recently,
exposes of the Lee Kwan-Yew and the People Action Parly elite's
entrenched privileges, '™ including being on the inside ack of
property deals — focused the intemational spotlight on Singapore's
Justice and political system inoan unprecedented fashion, And wihat
most of the world came away with was the wmage of a pany
dictatarship bent on staying in power through the efficient manipula-
tion of the police, judiciary, the press, and social engineering, Whene
previously the Singaporean™s rocitation of their usual mantra of
“moonomic progress through political discipline”  evoked tolerant
nods, it not agresment, it now usually draws smirks and lies exposed
for what iU st a thinly veiled justification for a continuing monopoly
of power by Lee Kwan-Yew's People’s Action Party.

2 In Indonesia, the expectation that with economic growth would come
some liberalization was rudely punclured sinee 1994, when the
Suharte povernment cracked down savagely on the lahor movement,
closed three of the country's leading newspapers for expressing
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increasingly independent views, and launched military-sponsored
gang lerrorism in East Timot. Hosting the APEC Summit in Movember
1994 was Subarto’s supreme effort to whitewash his regime’s
repressive past and paint Indonesia as the newest “Asian Tiger". What
maostly came across o the world, however, was the image of young
East Timoarese protesting the Indonesian ococupation of their country
within the U5, Embassy while hundreds of policemen eager to gel
their hands on them waited impatiently outside.

3 As for China, increased factional infighting in the Communist Parly
has undermined the post-Tienanmen Soquare justification that in this
big and complex country, authorntanan rule is the only means: of
ensuring a stable transition as the Deng generation dies off, and
underlined the fact that democratio competition, for all its surlace
“thsorder” and “inefliciencies”, iz peally a more effective solution
to the problem of political sucoession.

4 Finally, over the last three yvears, the new democracies in South
Korea, the Philippines, and, most recently, Thailand were able o
pull off peaceful electoral transitions from one administration to
anolher, indicating a more solid institutionalization of formal
demooracy in these coundries.

In this contexl, it is now the authaoritarian regimes thal are seen as
out of step in their relationship to their peoples; and the democracies in
[hailand, the Philippines, South Korea, and Taiwan have reomerged,
despite all thair Tlaws, as advanced polilical systems In the eyes of their
naighbors still living under restrictive rule, rathar than as alien westam
implants, as Lee Wwan-Yew has tned o paint them. Lee himself is
increasingly seen forwhat heis: a relic of East Asia’s pasl. One mighl nols
that some of the region's younger leaders, like Deputy Prime Minister
Arwar |brahim in Malaysia are distancing themselves from the authoritarizan
position, with lbrahim recently saying that human rights and democracy
should nol be subordinated lo other objeclives such as political stability
and economic growth.

In the democratic countries themselves, however, the novelly of lree
elections, party competition, and separation of powers has worn off, and
the citizenry is now wrastling with “second-generation” issues having to
dowith the translation of formal democracy to “subslantive democracy”.
These problems ar dilemimas include the following:
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1 Rule by established elites can be jusl as effective, if nol more so,
through democratic competition as in dictatarial rule, since far the
most part, only the wealthy or people backed by wealth can afford
to run for office, leading to effective control of the political system
by economic elites that have the added advantage of legiimacy
owing to their demoeratic election, In this connection, the eyes of
many people in Asia’s formal democracies are currently focused on
the drama in Korea, wondaring if indeed events thare might lead to
a hreakthrough from monetary democracy to citizen's democracy,

7 How does one translate farmal political demacracy into economic or
sacial democracy, in which equality as citizens is translated into
equality as economic actors? How can political democracy become
an instrument for the redistribution of wealth rather than & mecha-
pism to uphold the status quo, as has happenad in Thailand and the
Philippines?

3 Can the institutions of formal representative democracy by modified
top accommodate the "MGO phenomenon’, which represents an
effort by eitizens to go beyond mere electoral participation to more
diract popular intervention in the political process? Mot surprisingly, :
professional politicians see NGOs as a threal, while athers see therm
as a slep forward from mepresentative to direct demoecratic rule,

4 How can the interestz of minorities, be they ethnic, racial, or
religinus, be safepuarded under democracy, which by definition is the
rule of the majority? It iz not at all clear, for instance, if demaocratic
rule has been an advance over authoritarian rule for the Muslims in
the Southern Philippines and Southern Thailand, where Ghristian and
Buddhist majorities, respectively, have political sway.

These are of course, the same problems that have confronted the older
democracies in the west, but one thing is certain: the record of the wastern
democracies provides no guide 1o the newer orreeslablished democracies
of Asia and the Third World. For the translation of formal to substantive
demaocracy, the achievement of both pelitical and economic equality, the
transition to more direct forms of demeocracy, and the pralection of the
righits of the minority from the majority are the great unresolved issues of
the demacracies of the west.

Indeed, Asian democratic activisls are very aware that there s
curtently in the United States and Europe a retreat from a positive
appraach to these challenges, as economic elites succeed in stipping the
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liberal democratic state of its already limited redistributive powers and
inflamed racial and ethnic majorities increasingly restrict the rights of
minarities. For instance, the Republicans' "Contract with America” and
Califernia's Proposition is essentially 2 war against the poor, especially the
non-white poor, but it is popular amang the white American majority.
Increasingly, the LS, and Europe aie turning out to be negative examplos
forAsia and the restof the world, as democratic mechanisms become the
vehicles for reactionary soclal and coconomic ends,

Invshert, Asian realities have not rendered irreievant the progressives’
message. Indead, iU remains as urgent as over, Bul our analysis and
strategy massage must be restated, feformulated, and renewsad Tor @
post-Cold War Asia that looks with aversion at the failed experiment of
centralized socialism, is becoming aware ol the Maws of bath markst and
state-led development slralegies, and s unanimous in ils demand for
mora democracy. Let us end by ariedlabing the three elemenls of an
alternative paradigm for change. We stake no claims at onginalily Tor many
NGOsand movements throughout the regionare now expressing the same
ideas, though not in exactly the same wards,

Sustainable Regionnl Development

Against the model ef high-spead growth, civil sociaty organizations in
Lhe region have elaborated with increasing specilicity the elements ol an
allernative development program. = n ourview, sustainable developrment
in an kast Asian context will have o incorporate the following four
CONCEITES:

First, the fundamentzl mechanism of production, distribution, and
exchange will have to be something mare sensible and rational than the
ability af the invisible hand to coordinate the pursuit of their separale self-
inlerests by millions of individuals into the commaon good, Bul neither the
interventionist hand of the East Asian stale nor the heavy hand of the
socialist state is a good candidale for this role. Certainly, the state s
essential to curk the markal for the commaon good, But, as the Cast Asian
exparience shows, the common good s all too oflen defined as the good
of the state and cconomic elites,

The thrust of sustainable development 1s to gn beyond the invisible
and interventionist hands, while nol denying thatl market and state can
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play an important but subsidiary role in the allecation of resources. For
develnprment (o be sustainable, the fundamental economic mechanism
would have to be democratic, and decision-making on the: Key issues of
pradurction, exchange, and distribution by local and national communilies,
transparent.

Second, production and exchange decisions can no longer be based
solely or principally on the criteria of efficiency and profitability, but equally,
if not more so, on the values of equity, ecological stability, and community
solidarity. In traditional ecenomic terms, many decisions will be viewed as
inefficient and wastaful, but in broader societal and ecological lerms, they
will be functional and, in many cases, optimal, Tor they respond to the
reality of societies as complex creations bound by values thal transcend
the pursuit of material well-being rather than artificial boxes containing
individual atoms concerned solely with accumulating wealth. Because,
contrary to Margarel Thatcher's dicturm that “there is no such Lhing as
snciety,” there is such a thing as sociely and itis something more than the
sumof its individual parts. Inshort, inslead of the dynamics of economy,
as in the market paradigm, dissolving community and disrupting the link
between community and environment, sustainable developmentis about
bringing economy and exchange back into the control of community.

Third, trade will have 1o be liberated from both the Iogic of the Tree
market and the logic of neomercantilism of many East Asian slates. In a
sustainable development paradigm, trade relationships would developin
precisely opposite directions than what they have developed inthe region.
Trade relationships must work to ensure that initial divisions of labor ta
facilitate trade do noteangeal into pemanent cleavages; that technological
know-how that develops fram trade are spread around systematically 1o
strengthen the capacily of hoth trading communities; thal trade and
investment contribule to developing an economy integrally rather than
simply creating easily exhaustible natural resource pools and cheap labor
enclaves that can easily be abandoned once wage rates go up; and that
trade and development proceed along socially and ecologically sustainable
paths rather than the strip-mine and communily-dissolving patterns of
currant carpomate-driven trade and investment practices.

Fowrth, the current regional economy must be Lransformed from an
extension of the Japanese economy without becoming a free-rade area that
simply serves to allow significant American repenatration of the region. | he
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key is democralic planning at a regional level that incorporates more than
Just governments and industrial elites beholden to one economic sUpSrpOwWer
orthe other but also MGOs, people's organizations, and community groups
puided by a stralegy of sustainable regional development.

Multilateral Security

To move to the security agenda againsl the managed anarchy al the
level of state to state relations, Asian progressives neod o make their own
a crying need in the region: the need for a post-Cold War multilateral
system of peace and security, Bul we need o go beyond Lhe limiled
formulations of figures like Australian Foreign Minister Gareth Evans to
press for the creation of a regional systermn buill on the principles of
demilitarization and denuclearization — necessary condilions Tor lasting
peace and security in the Asia-Pacific. On this basis then can we build
structures built on an alternative notion of securily, which would include
environmental sustainability as well as wider access of lhe majority o basic
development needs, such as food and water securily, access o basic
Realth care and education, and lresdom lrom violenoe.

The Democratic Challenge

Finally an the political agenda, againsl “Asian democracy” and other
formulation seeking 1o give authoritarianism a facelift, we must build a
regional democratic movernent thal assists those slll lving under
authoritarian rule 1 make the ransition o democratic rule, Bul we must
da it withoul becoming pawns of Washington's cynical politics. And we
must distinguish our project from those of elite liberals who would stop
at Lockean formal democracy by pushing democratic evalution in the
region from fermal democracy 1o substantive democracy. Finally, while
continuing 1o acknowledge the Europsan Enlightenment's contribulions
ta modern demacracy, we must move Lo rediscover the mamsprings of
democralicvalues inour cullures. Demaocracy is bath Asianand universal €
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