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Dawn of a new East Asia

LEADERS of Asean and the region's three power house economn es Chi na, Japan
and South Korea are gathered i n Bandar Seri Begawan, Brunei, for what is
shaping up to be a watershed sunmit. They are bent on stronger economic
integration and will | ook into devel opi ng a gi ant East Asian free trade
area (FTA). Synbolic of the drive, South Korean | eader Ki mDae-Jung has
called for the annual "Asean+3 Sunmit" to be renanmed the "East Asia
Summit". Separately, China has proposed that it and Asean set up - within
10 years - a single market of sone 1.7 billion consuners, the |argest in
the worl d. The idea was first rai sed by Chinese Prenmi er Zhu Rongji at the
Asean+3 sunmit | ast Novenber in Singapore, and an expert group has
presented its report on the concept for di scussion by senior officials
ahead of this year's sumit.

Whet her the two initiatives will be pursued i ndependently or
concurrently remains to be seen, but Beijing is already actively, if not
aggressively, pronoting the Asean-China FTA. Even wi t hout Japan and South
Korea, the trade bl oc pronises trenendous benefits, especially inlight of
t he gl obal econom ¢ downturn in the aftermath of the Septenber 11
terrorist attacks on the US. The Worl d Bank has acknow edged t hat " Chi na,
withits growi ng econony, represents a source of increasing demand, from
whi ch nei ghbouring countries are well positionedto benefit." Asean and
Chi na have a conbi ned gross donestic product (GP) of al nbst US$1.7
trillion (US$1 = RM3.80), and a total external trade worth nearly US$1. 3
trillion. Significantly, it is not doing any harmfor the confidence of
Sout h- East Asia that China - which is joining the Wrld Trade Organi sation
(WO this month - has deci ded upon having Asean as a partner inits first
ever FTA

The timng is also right as China has been slashing tariffs in recent
years, to the current average of 15 per cent from40 per cent before,
ahead of its WiOentry. And Asean - conprising Brunei, Canbodi a,

I ndonesi a, Laos, Mal aysia, Myanmar, Philippines, Singapore, Thail and and
Vietnam- will be rolling out its own free market next year. In expressing
Mal aysi a' s support, M nister of International Trade and I ndustry Dat uk
Seri Rafidah Aziz noted that Prime Mnister Datuk Seri Dr Mahat hir Mhanad
had 12 years ago proposed an East Asi an econonic group, and China's
concept advances that idea. |Indeed, the caucus that Dr Mahathir had in

m nd then, which was irrationally opposed by the Wst, is ironically now
showi ng every sign of developing into a far nore formalised entity, and
nmore qui ckly too, than anyone had hoped or feared. Still, going by the
experi ences of the European Cormunity and the North American Free Trade
Area, there will be challenges, with many conpl ex i ssues to be ironed out;
not forgetting that there will also likely be fresh resi stance fromthe
wor | d' s maj or economi c powers.

There i s no stopping the energence of a tripolar newworld econonic
order though, hard as sone parties mght try to delay the eventuality. In
fact, it is looking like Asia will not be denied its "century", which
econom sts were tal ki ng about before the 1997-98 crisis. But for Ml aysian
conpani es, this nmeans there will be nmuch nore to think about than just the
Asean Free Trade Area (Afta). Wile a massive narket and fantastic
busi ness opportunities may be openi ng up, so woul d conpetition be
intensifiedseveral tines. Regarding preparations for Afta, the private
sector had only |l ast week been told off by Rafidah not to continue to | ook



to the Governnment for "incentives", because if it has not done anything in
t he past ei ght years since Afta was |aunched, it is probably too late. In
any case, the only incentive that conpani es should rightly need to i nprove
their conmpetitiveness is survival, she said. Wth the dawn of a new East
Asia, those words will ring true multiple tines over.
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