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Abstract This paper develops a conceptual model for the understanding of
economic global realignment as a process towards globalization. The paper
further develops a set of objectives that addresses the nature and process of
the realignment. and to understand the relatonship benveen the regional
group formations and the global svstem of which it is a part. The insights
derived from this purpose must be viewed within a framework that allows an
objective appraisal of the globalization process. This new world order is being
achieved by wav of different variations in the regicnalism concept. Develop-
ments in the Asia Pacific are addressed as important outcomes of the globaliz-
ation process.
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INTRODUCTIOXN

The philosophical arguments for a freer world economy have been in
support of multilateral trade agreements, such as the General Agreement
on Tariff and Trade (GATT) and against any form of regional group for-
martion. Economists, such as Bhagwad {1993), have argued vehementily, the
virtues of multlateral trade agreements as contributing 1o trade creation
and regionalism as contributing to trade diversion. This indeed mayv be true
in the presence of an effective multilateral rading system. Even Bhagwati
accepts that. given the imperfect world. regionalism may become the polit-
cal answer to arriving at {(non-discriminatory) free wade for all. To achieve
a positive end to a political solution for a freer world economv. he suggests
that ‘it is necessarv to give to it a programmatic, world trade system unify-
ing format and agenda’ (p. 13).

Bhagwati in fact argues that ‘vision thing’ is important if regionalism 1s
not to take a fragmented piecemeal approach as is proposed by the US. He
puts forward a possibilitr for the *Grand Finale of multilateral free trade for
all in Geneva® (p. 43). In the first instance he suggests the formation of 2
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free-trade area in Asia (from Japan to the Indian subcontinent) and NAFTA
taking in all of Latin America within, sav, a period of ten vears. These two
regions would then meet and form a larger free-trade area. At the Grand
Finale, the European Union will negotiate with the Asia—NAFTA free-trade
area tc form a free trade for all.

In this paper, we accept the inevitable; that is, regionalism, though not a
preferred economic option. has become the favoured political option for
the path to freer world trade. Within this constra'nt, economists and people
of international trade and business need to view, develop and suggest pro-
cesses that will take nations from operating singlv to a wuly mulilateral
svstem.

It is from this premise that the discussion for globalism proceeds. The
paper “toes not suggest that the path to globalism taksn, via regionalism, is
the best. Given the nature of current world trade, the paner discusses the
processes that are unfolding and. hopefully. paving the wav for a freer world
trade environment.

THE CONCEPTUAL MODZL FOR FEEE TRADE

The cenceptual model in Figure 1 formed the schemezric base for the philo-
sophical thrust of this paper. It provided the overview of the globalization
process. where the economic relationship of nations prcgresses frem a
relatiorship based on national interest as suggested ir Stage 1 to a more
global relationship as suggested in Stage 4. The re.ationship in Stage 1
reflects a relatconship based on nationalism and independence while a: the
extrerre end of the developmental stage, the relztionship is towards mutual
growth, cooperation and in-erdependerce of rations within a global free-
trade framework as supported by WICGATT. In this progress towards
global free trade, regional arrangements such as those of the EU, NAFTA,
AFTA and APEC are receiving political support. In this expanded environ-
ment, smal! nations in the regional groups, such as Brunei Darussalam in
APEC and ASEAN and Luzembourg in the EU. poorer nations such as
Mexico in NAFTA and Viernam in ASEAN, are ‘seer.” to be equal partici-
pants within the respective groups.

In the intermediary Stage 2 and Stage 3, there is a conscious shift among
economies 6 form regional trade groupings. The Europear: Union is seen
as the initiator of this trend towards trade groupings. The EU is now steadily
progressing tc a monetary and political unior: in what will be a single
Europe. Similzrly, the formation of NAFTA in the Americas has promoted
the development of other regional rade groups. such as the AFTA ir: Scuth-
east Asia and the Mercosur in South America. As a result, trade between
regional wade blocs is also growing and this further encourages the
development of new relationships among regional groups. This is implied
in Stage 3. Transatlantic trade negotiations between NAFTA and the EU
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FREE TRADE

Figure 1 Conceptual framework for trade liberalization in the new world erder

and the AFTA-EU Summit Meeting held in Bangkok in February 1996 are
examples of this cooperation between regional trade blocs.

Appraisal of the globalization process

The appraisal of the globalization process will be presented in the order of
the respective objectives established in this paper. This paper discusses the
process of globalization as reflected in the development of the region !
groupings. NAFTA. and more so APEC. are recent formations and as such
the performances of these groupings, because of the lack of quantitative
data, mav not reflect the true nature of relatonships betveen member
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countries within the region. For example, it is impossible to quantify the
rade performance of APEC as a wade group. T-e eighteen member
natior:s of APEC are vet to realize the impact of a free-trade area, which is
targetzd for the vear 2020.

In essence this paper analyses the reasons ard the effects of global net-
working based on the concept of regionalism. The four main objectives con-
tributing to the globalization thrust in this paper are that:

e there is a fundamental paradigm shift in pclitical thinking and policy-
making towards interdependence of nations rather thar: independence;

* there is a global shift from multilateral trade relationships to trade based
on regionaiism:

* there is = palancing between natioral and regicnal needs and where
national stzbility is strengthened by the prospects of regional growth;

* regional interdependence is seen as a progress towards global inter-
dependence.

A shift from multilateral trade relationships to trade based on regionalism

One of the major issues of world trade as we move towards the twenty-first
century is the intensity of trade bloc formations. The free-trade advocators,
the European nations and the United States (with Canada and Mexico).
have groupec to form the two largest trade blocs the world has known.

A significant feature of recent decades has been the manner in which
the growth of trade has outpaced the growth of production in the global
economy. In 1988, total world exports were four times greater than in 1960
while total world output was a little under three times grezter than in 1960
(Dixon and Drakakis-Smith 1993). This divergence in the two growth rates
is an indication of the increasing degree of interdependence in the global
economy. However, more recently, the world eccnomy is wimessing a
move towards a more intra-regional trade. Countries are now orientating
to a more regionzal focus as witnessed by the continued ictegration of the
EU, the formation of NAFTA and a growing Asian regionazl consciousness.

World trace seems to be dominated by the three regions of Europe,
Nortk America and East Asia: 79.8 per cent of world exports were gener-
ated and thev received 79.2 per cent of the werld imports in 1992. These
three regions contained nearly 80 per cent of the world wade, and gener-
ated about 70 per cent of the world output (IMF 1993). Dixor: and
Drakekis-Smith {1993) described the three regionzl blocs as the ‘triad’
which like a modern, threelegged Colossus sits astride the global
economy, and absolutely dominates the current wor:d economy and irade.
Kenichi Ohmae (1985. 1995) reflects a similar understanding of global
realignment.
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Table 1 World trade share {per cent} and trade intensitv indices of the three
largest economic regions ’

EC
¢ of world trade

NAFTA

% of world trade
East Asia

¢ of world trade

Rest of the world
¢ of world irade

Total world wrade

EU

NAFTA
East Asia
World trade

Interdependence of nations rather than independence

Table 1 summarizes the global economic triangle. It suggests that the world
trade share of East Asia had grown from 13 per cent in 1980 w0 23 per cent
in 1995. In the same period the EU share of world trade had declined by 3
per cent while NAFTA had increased by 2 per cent. Alsc during this period
East Asia has had a large surplus of exports with both North America and
Europe. The growth in exports by East Asia berween 1980 and 1995 had
increased by 359 per cent with a 13 per cent surplus rade balance. The
growth in exports in the EU and NAFTA had increased by only 150 and 195
per cent respectivelv. The EU had a trade surplus of 3 per cent while
NAFTA had a wrade deficit of 3 per cent during the same period.

As shown in Table 1, the spectacular growth of East Asia is accompanied
by a substantial decline in the regional trade bias. Petri (1994: 116} found
that the trade bias was at relatively high levels after the Second World War
but fell steadily in the following vears. The table illustrates this in the trade
intensity indices, where the trade bias has reduced during the period 1930
to 1995 from 0.86 to 0.78 in East Asia and from 0.84 to 0.81 in NAFTA. The
EU, however, shows an increase in trade bias from 0.59 to 0.62 during the
same period. The trade intensity index was developed by Brown {1949) and
consequently popularized by Kojima (1964) toc measure ‘variatons in
bilateral trade levels that results from differential resistances. by abstracting
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from the effects of size of the exporting and importing countries” (Drysdale
and Garnaut 1994: 24).

East Asia is becoming a more economically inzegra-=d regional economy
(Yamazawa 1694: 201). The general perceptior. from outside is, however,
that the region is not homogeneous anc ready for a single united East Asia
(The Economist. 2 March 1996: 25; 9 March 1996: 27). Indeed, the social,
cultural, political and economic contrasts and conflicts that exist within
the region make it one cf the most potentially volatile in the world.
Though this may be the case. recent trends in East Asia seem to go against
this perception. The region is drawing svnergy as neve- before and is
forging a new cooperative dynamism 2s seen in the formation of ARF,
AFTA and ASEM.

Glotalism: based on the concept of open regicnalism* was formally
recognized with the formztion of APEC. Asia, esp=cially ASEAN, is the
centrzl focus of this regional alignment. At present. Asia holds 25 per cent
of international trade and this is expected to grow further at the expense
of the present dominant regions {ibid.). This realization olaces Asia on a
different keel — an understanding that Asia, before long, will be in a kev
position to influence world politics and economi: decisions. This has
created the need for a closer understanding of the economies in the
region. There are strong evidences of exchange of ideas and views, cooper-
ation in development projects, and greater interdegpendence between the
different counturies of regicns in the pursuit of mutual economic develop-
ment.

This is causing a fundamental shift in poiitical thinking and policy
decisions. APEC is a result of this shift, where East Asia is seen as a major
global plaver that cannot e ignored any more. In fact it would be in the
interests of the developed economies of the Pacific to include the develop-
ing nations of the region in a cooperative arranger—ent. The once oppo-
nent of regional arrangements, the US, has. from the frustrations of
prolonged GATT rounds, moved to support free-trade areas (FTAs) with
Israel, Canada and Canada/Mexico. The US. however, opposes the for-
mation of trade blocs, which excludes its membershio.

The movement towards regionalisim ard a growing consciousness of
evolving Asian identity has also brought large mradir:g groups such as the
EU to the negotiating tables. The Asia—Furope Summit {(ASEM) which
ended on 2 March 1996 was said 1o have been an eve-opener to the Euro-
peans ( The Economist, 9 March 1996: 27). It was reported taart the bridging
process between the continents showed that the former coloniaiists now
treated Asian countries as "equals’, and rook the economic potential in Asia
seriotsly. The difference between the negotiation methods of Asia and
Europe was also reported in the article of The Economist. It said Asia was con-
cerned with ‘consensus more than breaktkrough. camaraderie than
formality, and process than substance’. the Europeans were used to ‘formal
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fixed agendas and timetables’ and preferred to ‘report negotating tri-
umphs to their parliaments and electorates™ (ibid.).

Summit meetings are now common within APEC and between regional
groupings and this is expected to contribute tc changes in political think-
ing and policy decisions as demonstrated above.

The following are policy issues that regions will be seeking to ackieve:

* establishing economic frameworks that will reflect the svnergy of the
region; -

a shift towards self-determination in defence and in world politics:
seeking the security and the operation of multlateral organizaticns;
plaving a greater role on regional and global issues:

will be pushing for a freer world €Conomy;

pushing its sphere of influence to include other nations in the region.

If the interdependence of nations does not emerge. the current level of
economic performance of Western nations indicates that the international
marketplace may become more protectionist (Selvarajah 1994). Natons
may impose more trade barriers, and imposing protectionist trade barriers
may give temporary economic gain to countries imposing these barriers but
in the long term this may lead to the slowing down of the world economv.
The risk is, perhaps. even greater now than during the Great Depression of
the 1930s as nations are now more global in orientation.

The Asian region has had and continues to have pelitical. economic and
social problems. It is clear that the division between socialism and capital-
ism remains as one important dimension of the regional fragmentation.
The capitalist nations have experienced the worst of the communist insur-
gencies, burt pockets of real and potential rouble stil! exist. Many political
hotspots exist within the region, such as the unresolved stalemate between
the two Kereas, the political impact of the transfer of Hong Kong to social-
ist China, the civil upheavals in Cambodia and the separatist movements in
East Timor. These situarions can erupt verv quickly into violent expressions
of dissatisfaction and repression.

A global Asian identity. however. seems o be emerging as a result of
immigraticn, global commuting, improved communication and the accel-
erated mobilitv of capital. The overseas Chinese who have historicallv
settled throughout Southeast Asia are the best illustration of a transnational
East Asjan community and are helping to forge links between Southeast and
Northeast Asia, especially China, Taiwan and Hong Kong. A similar wend
is recognized where overseas Indians are forging links berween Southeast
Asian economies such as Singapore and Malaysia with the Indian subconti-
nent.

Increased protection of the American market and the formation of
NAFTA are likelv to be accompanied by a general reduction of the American
presence in East Asia. The easing of global tension has particularly reduced
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the significance of American presence and thers are clear signs that Japan
is reacy to replace the US in East Asian econcmic activity. On the other
hand, as discussed earlier, although Japan and the Asian NIEs are the main
plavers and China is the potential econcmic giant in the region, East Asian
integration cannot emerge without the full participation of ASEAN.

Needs of a country are balanced with the needs of the region

Through greater regional awareness. nations are balazicing their economic,
political and social needs vith the needs cf the region and. through the
prospects of greater regional economic growth, individual nations’ econ-
omic and politcal stability are enhanced.

The effects of the Second World War, the demise of communism as a
global politiczl ideology and the growing concept of tae glebal village have
changed the ideas on naticnalism and the sole importance of the nztion-
state. Countries have formed alliances for purpcses o< security. stability and
economic grewth (Baldwin 1993). History. in both Eurcpe and Asia. has
shown that nations have gone to war when tradirional alliances have broken
down. The two major wars in this centurv are examples of the result of
rivalry. The EU and ASEAN are good examples of regional groupings
formec: for the purpose of creating political stability in the region and to
enhance economic growth in the member countries and the regior: col-
lectively.

The creation of the Canada-US Free Trade Area and subsequent for-
mation of NAFTA was developed out of economic necessity and has been
driven by the need for political stabilitv and the ability tc expand markets
that were previously bilateral.

The admission of Myanmar and ILaos to ASEAN, though opposed by
Western nations, is seen as important to the development and stability of
Southzast Asia.

Integration and cooperation in the EU has hac some setbacks. The
memter states of the European Union are collectively having some diffi-
culty in casting off and ceding sovereignty to European institutions.
Memtker nations, such as Britain, are seeking a balar.ce beween maintain-
ing their naticnal sovereignty and identity withinn an expanded Europe. The
economic growth of Eurooe, collectively, is seen as an important con-
tributing factor in the growth of the British economy. To pursue both goals,
that are to be part of the EU and to maintain aspects of British sovereignty,
Britain has proposed the id=a of a European Club. Nztions such as Switzer-
land znd Norway have based their rejection of the EU membership on
natioral interest — they are not prepared to lose economic gains and neu-
tralitv respectivels.
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Regional interdependence is seen as the route towards global
interdependence

The philosophical thrust of this objective is that regionalism is as a route to
muldlateralism: it would go on expanding, e'\‘entuall\ embracing manv.
preferably all. Bhagwati, in his opposition to Ieglonalbm, is of the mind that
given its appeal it is likelv to spread' (Bhagwati 1993: 46). What he savs is
that ‘itis important to contain and shape it the way . . . thatit becomes max-
imally useful and minimally damaging, and consonant with the objectives
of arriving at a multilateral free trade for all’.

The formations of the EU and NAFTA grouped two of the world's largest
economic regions and have driven the world w6 rade more regionally
(Anderson and Norheim 1993). Their formation has had strong influence
on the world economyv and wade order, and the wend tov \ards rade
regionalism now characterizes global trade. The question here is then
whether regionalism contributes 1o global growth more than it retards.

The premise for the development of regicnal groupings. as menrtioned,
has been to increase the degree of economic interdependence among
members by creating stable democratic political institutions and market-
oriented economic institutions. As far as these objectives go. arguments
for wade groupings de have strong merits. The admission of Viemam.
Myanmar and Laos into ASEAN is seen from this philosophical angle.

The question is whether trade groups promote free trade or wheiher it
promotes protectionism. The phenomenon of trade groups may pose a
serious threat o the free world wade order and to the World Trade
Organization. Indeed. the WTO has a role in the management ¢f wade
groups. Although ail wade groups claim that they are compatble with the
WTO's free-trade philosophy., it is a fact that a trade group will favour its
members against those who are not. and will encourage its members to
trade within jts region rather than outside its group. Almost all of the
current wrade blou are grouped along geographical lecadons and the
development of these world trade groups has seen some trend towards
greater regional insularity.

Bhagwat (1993: 43) states that the US vision for regionalism as a clear
route to multilateralism was flawed. He quotes. ‘If American regionalism is
not o turn into a piecemeal. world trading svstem-ragmenting force, it is
necessary to give to it a programmatic world trade system unifving format
and agenda’. The discriminating stance taken by the US to reject Malavsia’s
ian trade bloc, he savs, is ‘self-contradictory and self-

pr opmal for an
serving: trade blocs are good for us but not for vou'.

Such discouragement by the US in iwelf implies that regionalism is
harmful or if left unchecked mar be harmful to international trace and
free-market operations.
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DISCUSSION

As the world settles into a new economic orbit. caused by the shifts in econ-
omic power eastwards. the ensuring scramble to retain past economic pos-
itions will cause nations to seek new alliances with those that can assure
them of their own continued prosperity. This, in wrn, will lead to a trend
towards global coordmation in trade.

While global realignment is viewed mainly as intercounury, it could also be
interfirm, allowing firms as well as countries access to economies of scale and
learning as well as access to markets, technology or a government's require-
ment for local ownership (Porter 1990: 66). Porter states that “Alliances are
frequently transitional devices. Thev proliferate in ndustries undergoing
structural change or escalating competition, where managers fear they
cannot cope’ (1996: 66). While this quote relates to indivicual firms. it can
also apply to nations and gevernments facing politica. and economic crisis.

With the admission of Austria, Sweden and Finland, the EU has probably
reached the maximum number of members to make the EU workable in
its present form. The goal of the EU m.ust be to create a democratic, less
burearicratic, integrated economic and political all-or-nothing union of
Eurorean countries, governed by a parliament with supranational powers.
A deenening of the Union is needed before a widening to the East car: take
place. This deepening is best achieved with a one-speed Europe, rather than
a multi-speed collection of countries thzt are pulling in different directions
and choosing only what is good and convenient for faem.

To create a united Europe, the EU needs to have commen laws, defance.
foreign policy and a single currency. These, when achieved, will give the EU
unma:ched clout in the werld in terms of financial, political and militarv
strength.

The trend in the future {and NAFTA is an example; is to move away from
the bilateral swvle of agreements that are discriminatory, and focus on
‘multilateral zgreements’ o2 a regional basis as a step towards a freer world
economy. The preferred agreement is WTO, except that it is now too large
(117 members) and Lecause of the process involved; it is too slow in making
decisions. The latest Cruguay GATT Rounc took sever: vears instead of the
normal five-vear period.

NAFTA is perhaps an example of how to first remove trade barriers
within a gecgraphical region to then proceed to global trade liberalization
at a lzter stage. The agreement is innovative in thar it addresses environ-
mentzl and investment issues. The acid test of its success will be whather
the tariff with the outwside world is also reduced. If it rises, such as the
Common Agricultural Policy (CAP) of ihe European Unicn, the path to a
freer world sconomy is retarded.

Is NAFTA the US’s answer to the EU? It would apaear from the analvsis
above that the US has strategically planned NAFTA in order to create
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opportunities that mav go missing not only in the EU but also in other
regions such as East Asia (for example, within the ASEAN grouping).
However, with the NAFTA nations becoming part of APEC, the chances are
less likely that the US will be denied opportunities in East Asia.

The EU offers no guarantees to the US in terms of access to markets.
especially in the area of services. With NAFTA the US has secured a market
the size of the EU. and with the impending admission of Chile and other
Latin American nations, in the future that marketwill be substantiailv larger
than the EU. In order 1o access NAFTA markets the EU will be forced to
ensure that it reciprocaies by allowing freer access by the US and other
NAFTA nations. One could well sav that this is the very reason why NAFTA
is the US response to the EU.

Last but not least, the growing economies of Mexico, Chile and other
Latin American countries {potential NAFTA members) offer lucrative
markets for US goeds and services. These countries with a large voung
population may eventually create a bigger market for US goods and services
than the whole of the EU ever could.

It seems that, for now at least, the US has come out with a winning sux-
vival strategy. NAFTA is a noteworthy achievement, but its implicaticns for
the three member countries cannot be exaggerated. By widening the scope
of the market and enlarging the range of available labour skills, NAFTA
enables the North American companies to compete more effectivelv against
foreign producers, both at home and in the world markets.

Yet NAFTA does not give the world trading market the feeling that the
Americans are keen :o pursue a totally open market. Thev appear to want
to create an extended home market basically to bolsier its own economy.
Undl wade agreements such as NAFTA. the EU, AFTA and even the CER
take inte account that the world needs to be totally borderless, there will

never be free trade.

Talks are continuously taking place within ASEAN and some East Asian
countries for the construction of a European Union-tvpe structure to
present a common voice and to be heard in the world. This progressive
and forward thinking. at times. dispels a commonly held misconception
that East Asia is divided by religions. beliefs and past animosities. The inte-
grationists believe East Asia, in fact, is united by common historical experi-
ences and a shared set of values and social institutions. The case for
believing that East Asia can integrate rests on their growing economic link-
ages. It is based on the idea that the region has a great deal in the way of
common heritage.

In conclusion, despite the social, cultural, political and economic con-
wasts and conflicts faced by the APEC nations, a strong alliance based on
cooperation is taking place. Restricted access to the European markets has
also increased the intra-US and Asian trade, and regional cooperation.

The two markets that have to remain open for a developing East Asia are
Japan and the LS. The US interest in the past has been global but with the
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formation of NAFTA there is increasing doubt whether this will sill remain
the same. Its position in APEC is important tc developing countries in Asia,
as they still need the US market for their exports. Witk the economic
growth of Asia and the increasing intra-regional wade within Asia, this posi-
tion the US has with Asia may not remain the same. It would be in US inter-
est to safeguard its current position of dominance. Remaining an active and
imfluential member in APEC and being part of the Asizn economic sphere
is crucia! to maintainirg this stand.

There siill exist various opinions among APEC members about free trade
and open regionalism. For example, the Japanese outlcok seems to be more
regional {Cole 1994). China thinks APEC should recognize the different
levels of economic development of its members to ensure the poorer ones
do not lose out if tariffs fall at a progressively faster pace. While Indonesia
and Singapore want to go ahead with free wrade, Thailand and the Philip-
pines favour a slower pace. Malavsia’s Prime Minister, Datuk Seri Dr
Mahathir Mchamad, thought that APEC should not be a structured
organization, it should be a mere forum where developed nations can help
less-developed nations with their probleras (Hoon 1961; Kivokatsu 1993).
APEC officials acknowledge there is still an awful lot of work to be done to
turn the forum into a functioning free-trade arez based on the concept of
open regionalism. It is said, “What is politically impossible now may not be
politically impossible in a few vears’ time’ (McBeth 1954: 29).

The number of trade groups thart exist within APEC may be viewed as an
evolution — as steps from nationalism, to regionalism, beZore tae final step of
globalism. It can be argued thar the nations of CER, AFTA, NAFTA, and even
other groups such as the Arab Common Market and the Andean Common
Market, are developments towards larger groupings. It is unlikely that APEC
will be made redundant as nations interfuse within multiple and overlapping
free-trade areas. This will effeztively leapfrog APEC on -o the globalist path.
APEC’s strength is in the relationships that the nazions have already built.

CONCLUSION

Competition has been: a strong motivasing force ir. establishing these
regional groupings. As indicated in this paper, tie world is currently wit-
nessing the biggest shift in economic strength for nore ~han a century. The
current indusirial ecoromies, which dominate the globe. are likelv to be
dwarfed by newly emerging nations, mostly from Asia.

Global competition has come about basically to create wealth in a secure
environment. The three triads have beer: formed in support of this prin-
ciple. Globally, countries are seeking new alliances in order to maintin or
improve living standards. This has been the underlining theme for the new
global realignment as discussed in this paper.

The displaced low-skilled workers in developed countries and the lack of
development in the African continent are appearing as two black spots in the
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current global realignment. If these rends cannot be averted in some wav
they may become tinder spots that could threaten the glebalizauon process.

An integral part of global realignment is the assumption of global leader-
ship. As the global interests of the colonial powers of Great Britain, France
and the Netherlands waned, the manile of global leadership was transferred
to the United States. During the late 1980s and 1990s. the US accumulated
high levels of debts and irade deficits and with the ascendancy of Japan and
East Asia the economic baton mav again change. Historically, economic
strength has gone hand in hand with political strength. This suggests a
number of developments over the next few vears 1o determine where the
new mantle of leadership will lie. The increasing political stabilite within
the Asia region and the status of 2 number of Asian counuies as crediter
nations strengthens this potential claim.

Japan on the other hand has never taken a giobal leadership role. It has
continualiy avoided any kind of global leadership and it is a reluctant par-
ticipant in the leadership game in Asia. However, there are strong indi-
cadons that, at least on the economic front, the country is entering a new
era. Japan is a reladvely closed USS4 willion economy. Jts current import
of manufactured goods is only 2 to 4 per cent. while the average for the G7
countries is 10 per cent (Holioway 1994; Higgott ef al 1991). If Japan
becomes an importer of manufactured gocds, it alone could restart the
depressed world economy.

The main obstacle 1 Japan taking a leading role as international
spokesperson has always been its lack of leadership abilities. In recent vears
the country has also been preoccupied with political problems and recently
with recessionary trends in the economy. Most of Japan's energies are being
channelled into managing the economic crisis and its domestic political
reforms at the cost of a multidimensional global leadership.

ASEAN was seen as a beacon leading the wav to ‘Global Asia’. However,
recent economic events in Southeast Asia diminish the prospects of ASEAN
plaving a leading role. If and when global leadership is transferred to Asia
the structures that will promote East Asia’s interests globally need to be in
place. Japan may provide the major market, when it decides to deregulate
its economy, but who will provide global leadershipz
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NOTE

1 Drvsdale and Garnaut (199 have been credited for popularizing the concept of
‘open regionalism’. They view open regionalism as having a natural growth from
the themes of market integration and government support for public goods that
facilitate internatonal trade within a region {(p. 21.
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