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COUNTRI ES i n East Asia nust co-operate to face the chall enges of a
transformed worl d. The region needs to be in a position to determne its
own future with policy responses best suited to it

For this East Asia needs its own institutions. The regi on has great
potential and resilience. There are many factors pushing the region to
create its own institutional identity even as it is increasingly being
viewed as a third major pole of world econony, along with North Anerica
and Western Europe.

Currently it is the only | arge econonic region that has no significant
institutions of its own. Asean is a sub-regional grouping of countries in
Sout h East Asia which counts Japan, South Korea and China anpong its
di al ogue partners.

The East Asia Econom c Caucus (EAEC) first proposed by Prine M nister
Dat uk Seri Dr Mahat hir Mhamad a decade ago is beginning to see sone |ight
at the end of the tunnel. Opposed by the US, when it was first proposed,
and with Japan reluctant to take the lead in it, EAEC is now being touted
as "the nost interesting exercise in regional conmunity building to enmerge
inrecent years".

Last week Japan, the second | argest econony in the world, was urged to
| ead the region. There are nany reasons for countries in East Asia to co-
operate. Dr Mahathir said: "By co-operating with each other, trading,

i nvesting, transferring technol ogi es and actually carrying out voluntary
services on a nmassive scale, we can transform East Asia into a region of
weal t hy nations where there will be no poverty".

Then again the financial crisis of 1997-1998 and the response to it
showed how ill prepared the region was to deal with its own regi ona
pr obl ens.

A region, according to Fred Bergsten of the Institute for Internationa
Econom cs in Washi ngton DC, which accounts for about one third of the
wor | d econony and nore than half the world' s nonetary reserves was
excessi vely dependent on the international financial institutions based in
Washi ngton, the authorities of the United States, and the private
(predom nant el y Angl o- Saxon) markets that took their cues fromboth.

"I't was the Washi ngton consensus that gui ded the responses of all those
crucial actors and therefore dictated policy requirenments to the crisis
countries".

This was in sharp contrast with the response to the European nonetary
crisis of 1992-1993 which forced a nunber of countries to deval ue. As
Bergsten points out, the "regional contagion was severe. Huge anpbunts were
spent in market intervention, both to try to avoid the deval uati ons and
then to limt the instability that came in their wake".

But that is where the simlarity ended. The Europeans handl ed t he
crisis, at every stage, by thenselves and "w th nodest economnic costs".

The East Asian region which collectively has the highest foreign
reserves can have its own nmechanismin the formof the Asian Mnetary
Fund.

Beyond the crisis, the inpending Wrld Trade negotiations, require that
countries in the region work together. Individually countries in the
regi on do not have nuscle to negoti ate.

The | ack of co-operation and co-ordination anong the East Asian
countries was very clear during the Uruguay Round. It was then that the



need for the EAEC was first aired.

The proposal was for countries in the region to work together in the
face of difficulties in negotiations during the Uruguay Round of Wrld
Trade under the auspices of the General Agreenment on Tariffs and Trade
(Gatt), the predecessor of the Wrld Trade Organi sation (WO).

Now the world is gearing up for another round of trade negotations under
the auspices of the WIO and there are noves by countries to | ook for
al ternatives

O her regions are working towards cl oser integration and co-operation.
The United States and Latin Amrerica, for exanple, are working towards a
Free Trade Area of the Americas. The European Union is addi ng new nenbers
to its network.

East Asia nmust do the same. It has nmuch to gain by working together.
Anong ot hers, co-operation can accel erate econonic recovery in the region.

Japan with financial and econom ¢ strength and technol ogi cal knowhow can
hel p speed up Asian recovery and growth, contribute to regi onal wealth,
prosperity and unity. Japan's policies in the past benefitted not only
Japan but the region and i ndeed the world.

In many parts of the world, regional econonmi c groupings and institutions
have been acknow edged as | egitimate nmeans for nei ghbours to inprove their
econom ¢ well being. Wiy should it be any different in East Asia?
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