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TI ME

Excel | enci es;

Ladi es and gentl enen,

Let me begin by thanking the Pacific Basin Economc
Council and the Korea PBEC Committee for giving ne this
opportunity to be with you today.

2. Politicians very often have an over-inflated view of

what they are and what they do. After many years in
governnment, | know for a fact that you and your coll eagues

t hr oughout the Pacific Basin have been the primary engi neers
and builders of the Pacific prosperity that we are seeing

t oday.

3. You and your coll eagues of the private sector, not

those who strut the stage of world politics, will also be
the primary engi neers and builders of the Pacific prosperity
of the future. However even the politicians know that for
this Pacific prosperity to be guaranteed, the Pacific mnust

al ways remai n open.

Ladi es and gentl enen,

4. Unl ess we shoot ourselves in the foot, our Pacific
econonmy will be substantially nore than two and a half tines
the size of western Europe by the year 2020. This will not
nmean that nuch if the Pacific is divided into cl osed bl ocs.
Therefore it is crucially inportant to ensure an open
Pacific -- and for that matter, an open East Asia.

5. Before | argue about the necessity to fight for open
regionalism not only in our part of the world but also in
every part of the world, allow me to outline some basic
facts.

6. First, the premise of the theme of this neeting is
absolutely correct. Qur objective nmust be globalism In

the context of trade, open gl obalismnust be the first and
t he best choice. The entire world should be a single

mar ket pl ace, a single trading bloc, with as few obstacl es
and distortions as possible to the freest exchange of goods
and services. Free trade, |ike denocracy, is full of

i nperfections. But free trade, |ike denocracy, is by far
the best nodel. Free trade will ensure the greatest
econom ¢ good for the greatest nunber of people.



7. The nessage of the marketplace is being preached to the
ener gi ng market economes in every corner of the globe.

Mar ket econoni es nmakes sense within the donmestic economc
system Market econom es makes sense also within the gl oba
econom ¢ system The command econony nmakes nonsense within
t he donestic econom c system The command econony al so
makes nonsense within the gl obal economic system It would
be a great travesty if we preach the virtues of open
conpetition and the open narketplace and then act to ensure
trade on the basis of closed markets and political conmands
and nmanaged trade.

8. A second fundanental reality: even as we recogni se that
regi onal trading blocs can at the nobst only be the second
best option, we all have to accept the fact that whether we
like it or not, economc regionalismis not going to go
away. |Indeed, the tide of econom c and especially trade
regionalismw |l advance, not retreat.

9. In the post-war period, nore than 55 regi onal markets
or trade arrangenents have been submtted to the GATT for
its notice and exam nation. In every area of the world, a
regi onal trading arrangenent or bl oc has been attenpted or
is very much already in place. The only nmajor area in the
entire world where it has never been seriously tried is
Nor t heast Asi a.

10. Al'l the nenbers of APEC (except for those in Northeast
Asia) are already involved in one trading bloc or nore: the
United States in the United States-Israel Pact, the

Cari bbean Basin Initiative, the United States-Canada Free
Trade Agreenent (and now NAFTA), all of which do not include
t he APEC econom es outside northern Anerica. Canada is
involved in the |ast two.

11. Australia and New Zeal and in fact pioneered the trade
bl oc business in the Pacific. As |ong ago as 1965, they
signed the ' New Zeal and- Australia Free Trade Agreenent'.
These two econom es upgraded their ' NAFTA' into a nore
effective 'Australia-New Zeal and C oser Economi c Rel ations
Trade Agreenent' or 'ANZCERTA' in 1983. Both countries are
al so the mainstay of the South Pacific Forum Again, both
ANZCERTA and the South Pacific Forum do not include APEC
menbers outside Austral asia or the South Pacific, although
no one accused these countries of trying to be exclusive.

12. In the western Pacific, the Association of Southeast

Asi an Nations (ASEAN) started life as a | oose consultative
forumin 1967. However from January this year, it phased in
AFTA, the 'Asean Free Trade Area', a process intended to
create a virually free trade area over a w de range of goods
by the year 2008. Again, no APEC nenber outside Sout heast
Asia is a nenber of ASEAN, although ASEAN al ready has a

| oose consultative forum-- called 'the PMC process' which
involves the United States, Australia, New Zeal and, Canada,
Sout h Korea and Japan (and Chi na and Russia as guests) --



| ong before APEC was fornmed.

Ladi es and gentl enen,

13. Trade bl ocs are by definition groupi ngs which have a
common set of market access conditions anong nmenber
economni es which are not accorded to those outside the
"bloc'. Gven that trade blocs are not going to go away and
| ook set to proliferate, | believe that what gl oba
statesmanshi p nust ensure is that as many trade bl ocs as
possible will be as open as possible and will contribute to
gl obal liberation rather than gl obal protectionism W nust
fight for 'open regionalism.

14. No doubt, we are all going to have a great tine

di scussi ng and di sagreei ng about the neaning of 'open
regionalism. Your sister institution, the Pacific Economc
Cooperation Council (PECC) |ast year adopted the San

Franci sco Decl arati on on Open Regi onali sm PECC has pl edged
to become a novenent for 'open regionalism. The thenme of
this very PBEC neeting is 'open regionalismi. Now all we
have to do is agree on what 'open regionalism neans.

15. In ny view, there is open regionalismif the
participants in a regional enterprise:

(1) gointo it with the purpose of liberalising the
condi tions for econom c intercourse between its
nmenbers,

(2) if they launch the regional enterprise wthout
desiring to rai se drawbridges and to man the

battl enments, and

(3) if they have the intent of reducing the barriers
to econom es outside the region

16. This is no doubt a rigorous test. Mdst of the 55

postwar trade regionalismschenmes | have nentioned fail the
test because nost may have passed the first condition, many
may have passed the second but alnost all failed the third.
"Project 1992', the creation of a full econom c union by the
Eur opean Community, certainly did not have the intention of
reduci ng the barriers to econom es outside the European
Conmuni ty.

17. For any regional enterprise to be an exanple of open
regionalism therefore, | believe it is necessary for the
i nvol ved parties to have the intent of opening up their
region to the outside world. This may not be the primary
intent. But the intent nust be there.

18. To qualify as open regionalism in ny view, it is even
nore inmportant to pass the test of result or outcone.

Open regionalismexists in fact only if:

(1) there is actual internal trade liberalisation, and

i f

(2) the barriers to outside economes are actually
reduced.

Intent without outcone is not sufficient.



19. If any regional enterprise fulfils these requirenents,
there is no need for the question mark behi nd your question
"Open Regionalism-- a New Basis for d obalism? Open
regionalismw |l indeed be a great contributor to the open
gl obal trading systemthat we want and that we nust al

fight for.

20. W have had nore than 20 years of creeping
protectionism President Cinton has hinself stated that
whi | st the devel opi ng countries have been reducing their
protective walls, 20 out of the 24 countries of the OECD
have been raising protective barriers. Voluntary export
restraints are now negotiated as a matter of course. Trade
sanctions are openly tal ked about between countries which
call thenselves friends. Politicians can wthout shanme ask
ot her nations to buy so much of this and that else.
Respect ed econom sts can conme out and advocate nanaged trade
as a legitimte way for the conduct of future world trade.
Increasingly, health, the environnment and even human rights
are part of the trade arnmory of nations. And in so nmany
areas, |eaders talk of open regionalismwhen what they want
is to man the barricades, to keep others out.

21. The ol d chanpions and makers of the multilateral, open
gl obal trading systemare no |longer there. The world needs
new chanpi ons and nmakers of such a free trading system

This is one central reason why Ml aysi a advocates the
formati on of an East Asian grouping, or EAEC -- so that we
can be a coalition, building the necessary regional organ to
strive for the success of the Uruguay Round and for the type
of open gl obal trading systemthat we have had since

Bretton Wods. This open global trading system has al |l owed
us to becone what we are today. On this open global trading
system much of our future depends.

22. For us in East Asia, this is truly a matter of life and
death. Yet, we are nere bystanders as our friends cynically
quarrel over what seens to be literally peanuts. \Wat they
do or do not do will determine our future. Should we not
seek to enpower ourselves so that we can fight for our

nati onal and regional interests and for the good of the
entire world?

23. Qur proposal for East Asian economic cooperation is

al so propelled by the desire to ensure that East Asian

regi onal i smdevel ops in the nost productive way possible, in
a way that is nost productive for all the econom es of the
region, without forgetting our friends who are
geographically | ocated outside East Asia.

24. \Whether we like it or not, whether we want it or not,
East Asi an econom c interdependence and integration is
taki ng place at a ferocious pace now and is going to
continue at the sanme pace.

25. East Asian econonmic integration, unlike integration in
Europe and el sewhere, is conpletely market and busi ness



driven. And | believe that the future econom c integration
of East Asia should remain market and busi ness driven.

al so believe that governments should | end a hel pi ng hand.

We should sit down together now and again to tal k about what
i s happening, and if possible, accentuate the positive and
try to do sonet hi ng about the negative.

26. Qobviously we nust work on the basis of nutual benefit,
mut ual respect, egalitarianism consensus and denocracy. W
must ensure that all of us in East Asia feel secure and that
our friends el sewhere do not feel threatened. W should
further free the productive forces of enterprise.

27. At the same time we should al so cooperate to chamnpion

gl obal trade liberalisation, the Uruguay Round and GATT.

And we shoul d ensure that what is already inevitable -- East
Asi an econoni c interdependence, integration and cooperation
-- will be an exanple to the world of open regionalism

28. | don't think this is very difficult because all these
things are very nuch in our national and regional interest.
It is also very nuch in our interest that we secure the
foreign direct investment portfolio and capital fl ows,

t echnol ogy, know how, entrepreneurship and nodern
managenent that we need fromevery corner of the world.

Ladi es and gentl enen,

29. | do not want an open East Asia. | nmust say | prefer a
very open East Asia. Such a very open East Asian economc
cooperation will nost definitely be a contribution to an
open world, to the globalismthat we can all be proud of.
The EAEC will hel p bring about this very open East Asia.
The vi brance and dynam sm of this regi on should benefit not
just the region, but the world as well.

30. The East Asian countries have proven their ability to
accept and adjust to new systens and to benefit fromthem
W admt that in many fields the Wst have the | ead, but
East Asia is not without the wi sdomwhich can shape the New
Wrld Oder. To keep the East Asians fromcontributing to

t he new phil osophi es and systens because of unwarranted fear
is to deprive the world fromthe vast store of know edge and
skills that the East Asian have accumul ated in the process
of their rapid devel opnent. So do not prevent us from

com ng together for we can contribute to the globalisation
process. No one will lose. The world can only gain from

the formati on of the open East Asia Econom c G oupi ng
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