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Endorsements

‘‘This impressive volume brings together many leading experts to provide
a collective portrait of the logic and future of Northeast Asian regional
cooperation. The result is a wide-ranging exploration of the ways that
the countries in this transforming part of the world are grappling with
new forms of governance and order. Compared to Europe, Northeast
Asia is not highly institutionalized. But as the authors in this important
book show, the region is following a path toward great institutionalizing
– and doing so in its own distinctive way.’’

G. John Ikenberry, Albert G. Milbank Professor of Politics and Inter-
national Affairs in the Department of Politics and the Woodrow Wilson
School of Public and International Affairs, Princeton University

‘‘This volume breaks new ground by analyzing the trends in and pros-
pects for regional institutionalization in an area defined by long historical
memories, simmering territorial conflicts, a shifting balance of power, and
an uncertain global environment. It brings together a distinguished group
of scholars who offer a full range of views on theories of institutionaliza-
tion and on their application to issues of identity, security, economy, en-
ergy, environment, human rights, and human security. Institutionalizing
Northeast Asia will serve as the point of departure for subsequent de-
bates on this critically important subject.’’

Jack S. Levy, Board of Governors’ Professor at Rutgers University and
President of the International Studies Association (ISA) 2007–2008



‘‘An illuminating, fresh approach to Northeast Asian regionalism. Re-
assessing the role of regional institutions such as the Six-Party Talks and
ASEAN in promoting regional governance, the authors present indis-
pensable food for thought for practitioners as well as theorists.’’

Masashi Nishihara, President of the Research Institute for Peace and
Security (RIPS) and former President of the National Defense Academy
in Japan

‘‘This is a highly recommendable book, definitive as well as timely work
on a most important subject. The book sums up and gives us a new per-
spective on the discourses which have been going on for the past several
decades. It covers most of the topics related to the subject from analyti-
cal, normative as well as practical perspectives.’’

Ra Jong-Yil, President of Woosuk University and South Korea’s former
ambassador to Japan

‘‘The book makes a fine contribution to the international literature on re-
gional cooperation in one of the world’s most conflicting regions. By
bringing together an international panel of high ranking specialists, it
provides a distinctive added value to comparative regionalist research
and international relations. The readers will not only like the very rich
empirical evidences regarding the ongoing multiple policy-cooperation
and its limits. Moreover, the book’s conceptual clarity and internal coher-
ence help also by further deepening a broader and more sophisticated
concept of regional institutionalization, including typology, functions,
norm setting, historical legacies, security challenges, and processes of
identity building. It is extremely appealing to a wide audience of students
and international scholars of political economy, security studies, and
international relations.’’

Mario Telò, President of the Institute of European Studies at Free Uni-
versity of Brussels (Université Libre de Bruxelles) and Member of the
Royal Academy of Sciences, Belgium
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Introduction

Institutionalizing Northeast Asia:
Challenges and opportunities

Martina Timmermann

With North Korea going nuclear, tensions increasing in the Taiwan Strait
and repeated clashes between China and Japan as well as between South
Korea and Japan over territories that are thought to be rich in energy,
water or fishing grounds, awareness has been sharpened that there is a
pressing need to provide plausible answers to a vital question: how can
lasting peace, order, stability and prosperity be achieved in Northeast
Asia?1

Globalization and China’s galloping economy have caused radically
different economic growth rates in Northeast Asia, resulting in constant
fluctuations in the balance of power among the nations in the region.
Northeast Asia – which includes the People’s Republic of China (PRC),
Chinese Taipei (Taiwan), the Republic of Korea (South Korea), the
Democratic People’s Republic of Korea (North Korea) and Japan2 – is
the most heavily militarized region in the world.3 National security has
been the prevailing security paradigm in the countries of the region.

With new emerging threats to security – such as the Asian financial cri-
sis in 1997, severe acute respiratory syndrome (SARS) and other health
epidemics, international terrorism, the proliferation of weapons of mass
destruction (WMDs) and trafficking in humans and drugs – as well as prob-
lems posed by environmental degradation and disasters, awareness that
such threats can no longer be tackled by any country on an individual
basis has also increased. The old concept of sovereign independence thus
no longer offers satisfactory solutions. Alternative concepts are needed
that provide more plausible answers to these newly emerging challenges.

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann

and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8
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The concept of regional institutionalism

One concept that seems to offer promise in this particular context is ‘‘re-
gional institutionalism’’. Here, institutions can be understood as ‘‘persis-
tent and connected sets of rules (formal and informal) that prescribe
behavioural roles, constrain activity, and shape expectations’’.4 Such
institutions ‘‘may include organizations, bureaucratic agencies, treaties
and agreements, and informal practices that states [as well as non-state
actors] accept as binding’’.5
Supporters of regional institutionalism refer to the emerging strength

of regional and global players such as the European Union (EU) and
the World Trade Organization (WTO), the development of world norms
(such as human rights and free markets) and the increasing influence of
civil society as factors which, in combination, may challenge the still-
overwhelming power of the principle of sovereignty in East Asia and
have a fundamental impact on the development of a new world order
(see the chapters by Higgott and Timmermann, and Job and Evans, in
this volume).
In academic discourse6 the development of contemporary regionalism,

in all its different forms, is considered the key to understanding an
emerging new world order and structures of global governance. Within
this process, the intensification of regionalism should be regarded as an
aspect of globalization, rather than refutation or evidence against it.
Originally, regional cooperative arrangements emerged primarily in

Europe and Latin America. The ‘‘new regionalism’’ of the late twentieth
century, however, saw a rise in regional organizations all over the world
in response to the challenges of economic globalization.7 During this
period new regional institutions began springing up, while pre-existing
institutions went through internal restructuring and expansion processes,
and formerly inactive organizations were revived. Regional cooperation
via regional institution building thereby seems to have been perceived as
the right ‘‘recipe’’ for nation-states to deal with the progressive erosion
of their regulatory and policy-making capacities in a rapidly globalizing
world.8

Regional institution building in Southeast Asia

Scholarly interest in regional institution building in East Asia has long
been focused on Southeast Asia, with its comparatively advanced in-
stitutional structures of the Association of Southeast Asian Nations
(ASEAN). There are also numerous studies on the Asia Pacific Eco-
nomic Cooperation (APEC) and the Asia-Pacific Rim. It is only since
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the end of the twentieth century that the focus of regionalization studies
has been shifting to the issue of bilateral or inter-regional regionalism,
with a clear focus on Asia-Europe cooperation.9

Within this context, the ASEAN summit in January 2007 provided
additional food for thought and analysis. Five agreements were signed
pertaining to continuing integration of ASEAN and enhancing political,
economic and social cooperation in the region, including the Cebu Decla-
ration on the blueprint for the ASEAN Charter. This declaration, in
which a group of eminent persons were entrusted to draw up the new
charter, with the particular task of developing a platform for regionally
shared values, is especially noteworthy. It represented a long-awaited re-
sponse to the demands of scholars and activists who have been working
hard towards a values-based ASEAN institution with an ASEAN iden-
tity, and culminating in an ASEAN regional human rights mechanism. It
was signed at the Thirteenth ASEAN Summit in Singapore in November
2007.

Among scholars, practitioners and activists, regionally shared values
and norms (as, for instance, those expressed in regional human rights
mechanisms) have long been regarded as essential for successful and sus-
tainable regional institution building, with a collective identity as a vital
component.10 In this context it is useful to remember the famous debates
of the 1990s on Asian values and identity, and their functions in support-
ing and shaping the process of ASEAN regionalization.

Discourses on Asian values and human rights: Vehicles for
identity building and regional institutionalization

Initially, the discussion of Asian values and human rights mainly focused
on the quality and efficiency of different development models. Some
government élites from Singapore and Malaysia opposed (for example,
in Foreign Affairs) the Western understanding of democracy and human
rights that they felt was to be imposed upon their states. To underline
the risks of simply transferring Western values to Asian countries, they
pointed at the increasing moral decay of Western countries, exemplified
by growing public apathy and rising crime rates. To their understanding,
such factors were responsible for the decay of the West. They thought
that in Asia, limited individualism and strong work and savings ethics,
as well as taking responsibility for one’s personal life through focusing
on the family, led to the development successes of the 1980s and early
1990s. The problem with that argument, however, was not only the wool-
ly meaning of those values. More problematic was the attempt to justify
authoritarian states with their restrictions on political and civic rights
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such as freedom of opinion, and bans on political parties and political ac-
tivities. According to these governing élites, socio-economic rights had
priority, and political and civil rights had to wait until their societies
were ready for them. Western, mainly American, reproaches were re-
garded as either interference in their national affairs, envy of their devel-
opment successes or attempts to substitute former colonial imperialism
with new values imperialism.
This debate between Western and Asian élites lasted until the middle

of the 1990s. With the beginning of the Asian financial crisis in July 1997
the situation changed. It is important to note, however, that the deliber-
ate use of the variables ‘‘identity’’ and ‘‘values’’ in such inter-regional
discussions was as important for inter-regional demarcation as for the
process of regional unification.
Looking at the Asian values debate of the 1980s and the Asian eco-

nomic crises of the 1990s, there are interesting similarities with the
human rights and values discussions between Western and communist
countries in the 1970s. In those debates, led within the Helsinki process,
human rights arguments were used to legitimize different political and
economic systems and demarcate East and West. They were thereby
also taken up into the realm of security politics. Very similarly, political
and academic élites rhetorically differentiated Asian and Western values
and identity some 20 years later.
Such processes also reveal the importance of discourse. Identity does

not develop by itself, but in discourse with the social environment. Thus
the institutional frames of reference for such discourses, for example
regional conferences like ASEAN and now also the East Asian Summit,
gain in importance. This contrasts with the views of critics who refer to
such conferences as mere ‘‘talking shops’’.
A particularly interesting example, because it is directly related to the

Cebu initiative for the ASEAN Charter, is the ASEAN Working Group
for an ASEAN Human Rights Mechanism that formed in 1996, following
the Second World Conference on Human Rights in Vienna, 1993. This
(quasi) non-governmental working group triggered a regional institution-
alization process that involved setting up national working group offices
in several ASEAN countries, organizing regular regional meetings, pro-
viding expert counselling and at least informally contributing to the
agenda setting of national and regional government meetings.11 Their
continuous efforts seem to have had some impact on the process of devel-
oping the ASEAN governmental initiative for a regional values platform
(mentioning human rights) announced during the ASEAN summits in
Cebu and Singapore in 2007.
Beyond the identity issue, the ASEAN approach reflects an important

shift in thinking from the traditional national security paradigm towards
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a more comprehensive human security framework, including long-
embattled values and human rights issues.12

The governments of the Southeast Asian subregion have realized that
in order to meet current and future challenges successfully, they need to
cooperate more closely and go beyond former limits and (self-)restraints.
However, is (sub)regional institution building also the right recipe for
Northeast Asia?

Challenges and opportunities for regional institution
building in Northeast Asia

The institutionalization of Northeast Asia has been widely regarded as
impossible.13 The reasons for this situation are complex and closely inter-
twined. A particular ‘‘set of conflicts’’ is considered to be the major im-
pediment to regional institution and identity building in Northeast Asia.

Challenge One: Solving a simmering ‘‘set of conflicts’’

Conflict over regional territories fuelled by debates on Japanese
wartime atrocities

Long-lasting disputes over regional territories that promise to ensure
access to oil, gas, water and fishing grounds have been interlinked with
public disputes about Japan’s role in the Second World War, and further
fuelled by rising nationalism in Japan and China. Annual visits to the
Yasukuni shrine by the former Japanese Prime Minister, Junichiro Koi-
zumi, poured additional oil on to the fires of these conflicts. China and the
Koreas, major victims of Japanese pre-war expansionist politics, consider
such visits and the glossing over of Japanese war atrocities (such as the
Nanking massacre or the ‘‘comfort women’’ issue) as attempts to white-
wash Japan’s past and even glorify its wartime history. In return, China
and the Koreas face criticism about creating a ‘‘victim’’ identity for polit-
ical convenience: political concerns raised over historical issues are stra-
tegically used to pursue their economic interests (for details see Berger
and Harris in this volume).

Conflicts over access to natural resources – Energy, water and
fishing grounds

Access to natural resources has become a vital issue for all countries
in this region (see Ohta and Harris in this volume), but especially for
China and Japan. China surpassed Japan as the world’s second-largest
petroleum consumer in 2003, and has become the second-largest energy
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consumer after the United States. Before China (and, let it not be forgot-
ten, India) started its current path of development, Japan was the second-
largest energy importer after the United States. As the second-biggest
economic power in the world (if the European Union is counted as one
player, Japan would rank as number three), Japan is still the world’s
fourth-largest energy consumer. But China’s hunger for energy resources
is now matching Japan’s, and it is obvious that this increasing demand is
leading to growing competition for ownership of energy resources and
access to territorial areas with promising natural resources. Almost as a
side-effect, this has also caused competition between Japan and China at
the international diplomatic level – for instance, in their development ini-
tiatives in energy-rich regions of the world.
Increasing demand for energy has contributed to turning long-time

simmering conflicts into open conflicts, and sometimes even fiery clashes.

The Senkaku/Diaoyutai conflict

One such territorial conflict over energy access is the discussion between
Japan and China about the islands of Senkaku (Japanese) and Diaoyutai
(Chinese). This territorial conflict has been going on for almost 40 years,
but in 2004–2005 the debate on the islands reached a climax, with China
sending a nuclear submarine into the so-called ‘‘exclusive economic
zone’’ (EEZ) near the controversial islands in November 2004. In re-
sponse, the Japanese government issued a public declaration in February
2005 that emphasized its official possession of the Senkaku Islands, refer-
ring to existing treaties that had repeatedly been acknowledged by the
US government.14 This again caused China – which had additionally
been angered by repeated references to ‘‘Taiwan’’ in Japanese/US mili-
tary documents and declarations – to send a message to Japan warning
it to back off or ‘‘take full responsibility’’.

The Takeshima/Dokdo conflict

A similar dispute has been going on between Japan and South Korea
over the Takeshima/Dokdo Islands. Since 1954 the islands have been
inhabited and guarded by South Korea’s coastguard. Slowly but continu-
ously, South Korea has been supporting its claim by expanding infra-
structure on the islands. In spite of several Japanese protests, this issue
only really boiled up in 2004,15 when large hydrocarbon deposits were
found around the islands. Japan thereafter renewed its claim of owner-
ship of the islands. This governmental claim was strongly supported by
a growing group of conservative right-wingers in Japan who stressed
Japan’s entitlement to former colonial areas of its imperial past. The
situation further deteriorated in 2005, the official ‘‘year of friendship’’ be-
tween Koreans and Japanese.16 When the Shimane Prefectural Assembly
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in Japan decided to designate 22 February as ‘‘Takeshima Day’’ in order
to reiterate Japan’s territorial claim to the Takeshima Islands, the atmo-
sphere reached its negative climax.

The intertwinement of territorial issues with historical events was
stressed again when Shinzo Abe was elected Japanese Prime Minister
on 26 September 2006. With Junichiro Koizumi out of office, Chinese
state media expressed their hope for an improvement in Sino-Japanese
relations. Soon after, the new prime minister was invited by the Chinese
Premier, Wen Jibao, for an official visit to China. This invitation to China
was the first issued to a leading Japanese politician in years, and it sig-
nalled a turning point from the Chinese side. However, when Shinzo
Abe argued in the Diet on 6 October 2006 that the 14 convicted war
criminals enshrined at Yasukuni were not war criminals under domestic
Japanese law, but had been tried for crimes against peace and humanity
– concepts that had been created by the Allies after the war and forced
upon Japan as loser of the war17 – he caused new uproars in China and
the Koreas.

Abe’s comment was only the most prominent among a number of
similar comments that had previously been made by other Japanese poli-
ticians. The devastating impact of such remarks on public opinion in
China and Korea had already been felt in 2005 with a consumer boycott
of Japanese goods, culminating in outbreaks of violent protests against
Japanese enterprises.

The Senkaku conflict during that time poured more oil on to the flames
of anti-Japanese demonstrations in April 2005, as did the release of his-
tory books for (some) middle schools in Tokyo which left out important
facts regarding Japan’s role in the Second World War. Japanese public
opinion towards China turned equally sour, reaching its negative cli-
max18 in December 2005 when the Japanese Foreign Minister, Taro
Aso, said, with unusual frankness, that China’s double-digit military
growth for 17 years, its lack of military transparency and its possession
of nuclear weapons posed a threat to Japanese security.19

The conflict over the Kuril Islands/northern archipelago

A third territorial conflict, simmering between Japan and Russia since
the end of the Second World War, concerns the ownership of the four
islands at the northern tip of the Japanese archipelago, the so-called
Kuril Islands: Shikotan, Habomai, Etorofu and Kunashiri. They have
been regarded as being of strategic military relevance, and have rich fish-
ing grounds. The lack of resolution to this dispute has meant that, as of
today, no peace treaty has been concluded between Russia and Japan.

The set of conflicts outlined above have widely been regarded as a
substantial impediment to regional institution building in Northeast
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Asia. They also clearly illustrate the need for Japan and China, as the
biggest economic players in the region, to settle their issues first if re-
gional institutionalization in Northeast Asia is to translate into sustain-
able development.

Challenge Two: Facing a shifting balance of power through de
facto economic regionalization

China’s rise is fundamentally altering the balance of power in the region,
and with new threats emerging – and more and more non-governmental
actors joining the political game – there has been a shift towards institu-
tionalizing Northeast Asia. This shift has two parents.
Apart from the simple, but urgent, need for peaceful resolution of

territorial conflicts, the business community20 has urgently pushed for
stronger regional economic and financial cooperation. The Asian finan-
cial crisis of 1997, which highlighted the full power of complex global eco-
nomic intertwinement, proved to be the watershed. Pempel, Weiss and
Iida, for instance, argue in their political and economic analyses in this
volume that de facto or market-led trade and investment integration in
East Asia has already reached a state of regionalization that, quoting
Iida, ‘‘is unprecedented in the history of this region’’. Higgott and
Timmermann point to the consequence of this de facto economic trend:
the relationship between the United States and East Asia is becoming
more economically symmetrical, with the result that the bilateral strategic
architecture is gradually being dismantled. They argue that this de facto
economic regionalization should not be seen as distinguished from, but
rather interlinked with, de jure state-led regionalism. This will require
positive thinking about regional leadership issues.

Challenge Three: Taking up the issue of leadership while managing
the United States

At this point, finally, the role of the United States as a geographically
extra-regional but economically and politically coining power needs to
be taken up for discussion, because it was the United States that for half
a century rendered any regional leadership ambitions of the PRC and
Japan impossible.
In the case of the PRC, regional leadership was obstructed for ideolog-

ical reasons, with the ‘‘Taiwan’’ issue also being a continuous thorn in the
flesh of US-Chinese relationships. In the case of Japan, regional leader-
ship ambitions were obstructed as a result of particular debilitating his-
torical circumstances. Japan, defeated in the Second World War and
urgently needing to rebuild the country and its economy, committed itself
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to the principle of ‘‘comprehensive security’’ which allowed it to focus on
economic recovery and performance while being protected by the US
security shield (see Tsuchiyama in this volume).

With China’s economic rise, and the resulting economic and financial
flows, the situation has changed fundamentally. Regional neighbours Ja-
pan and the Republic of Korea have decided to jump on the bandwagon
instead of trying to hold out against China’s booming development. They
have progressively turned towards China, with its lower production costs
and import and export opportunities.21 In this process, the PRC has
taken over the former US position as the biggest trading partner of both
Japan and South Korea.

It will therefore be up to China and Japan, as the biggest economic
powers in the region, to decide on how to deal with this leadership issue.

What form will regional institutionalization take in
Northeast Asia?

As a result of the aforementioned developments, the question is clearly
no longer if regional institutionalization will take place, but rather what
form it will take, who the drivers (and spoilers) will be and which path
they will pursue. Within this context, a closely related question is: do
such trends in the economic sector have the potential to spill over into
other sectors?

A study by the US American Congress Research Service from April
2005 (that is, partly before the conflicts on history and territories between
Japan and China heated up again) found the first indicators of such a
trend. The authors conclude that ‘‘deepening economic cooperation has
already increased the costs of disrupting economic and financial activity
in Northeast Asia, by a military or other crisis’’; that the process, as
such, is ‘‘self-motivating, self-perpetuating, and self-sustaining’’;22 and
that ‘‘the magnitude of the economic flows is affecting relations at other
strata of interaction, such as stronger cooperation on political disputes
between Japan, China and South Korea’’23 (see Weiss in this volume).

On the other hand, increasing economic competition between Japan
and China may cause additional conflict. In trade, for instance, China
and Japan have long complemented each other, with Japan as a high-
tech power and China as a provider of cheap goods; but China is now in-
creasingly becoming competitive in the high-tech sector. Also, the issue
of intellectual property rights is vital to Japan, which wants the topic to
be discussed within the framework of the WTO. Japan still tends to em-
phasize the advantages of China’s rise, but Japanese government repre-
sentatives cannot always hide their unease. This was best exemplified in
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a remark by the Japanese Trade Minister, Shoichi Nakagawa, who pub-
licly admitted, ‘‘Yes, I am worried . . . It’s a scary country.’’24
To international observers, China’s rise as an economic powerhouse

and its growing role as a regional political power – combined with its
non-transparent military spending policy – give reason to watch China’s
policy carefully (see Takagi in this volume).
In an attempt to avoid being perceived as a threat, China has been try-

ing to emphasize its policy of a ‘‘peaceful rise’’ by starting diplomatic ini-
tiatives in the region – for instance, acting as mediator in the Six-Party
Talks on North Korea’s nuclear disarmament25 (see Kikuchi, Lee and
Aoi in this volume).
With health epidemics, human trafficking and environmental degrada-

tion, so-called ‘‘soft’’ issue areas have become the centre of attention and
made their way into security discussions. The issue of refugees and mi-
gration, for instance, has been a thorn in the flesh of otherwise friendly
relations between North Korea and China (see Akaha and Ettkin in this
volume).
Steps towards institutionalization, therefore, seem to have gained ac-

ceptance and accelerated beyond the economic sphere of interaction.
This process is further enhanced by the increasing involvement of non-
governmental actors. As unpopular as non-governmental actors may be
among government representatives, human trafficking, environmental
degradation and disasters among others are challenges that reach beyond
national borders and the capabilities of individual national governments.
Consequently, the emerging importance of civil society and its potential
role in meeting such challenges are vital (see Lee, Aoi, Ohta and de
Prado in this volume).
Closely related to such trends has been the wide acceptance and popu-

larity of the ‘‘human security’’ concept in East Asia (and elsewhere) that
best captures such developments, and sees a good chance that these
aforementioned developments can provide the long-sought-after ground
for overcoming the traditional security focus and pave the way for re-
gional institution building in Northeast Asia (see Job and Evans in this
volume).
The complexity of issues shaping the situation and perspective of

Northeast Asian regional institutionalization has been the organizing
logic for the approach and structure of this volume.

Approach and structure of this volume

The process of organizing this volume started out with the ambitious idea
of providing an overall approach and definitions equally satisfactory to
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all authors. During a workshop discussion in Tokyo, 20–22 September
2005, it became evident, however, that not only the judgements of the
situation but also the perspectives on regionalization in Northeast Asia
were very dependent on the topic, as was the problem of which countries
to include in individual analyses. Thus, to several authors, the focus on
Northeast Asia as a (sub)region comprising only Japan, the PRC, Chi-
nese Taipei, South Korea and North Korea seemed artificial, and they
demanded a more open approach for analysis when needed.

Similarly, the definition and understanding of ‘‘institutionalization’’
and ‘‘integration’’ proved tricky in some cases, this time depending on
the scientific perspective of the authors – that is, whether authors were
coming from political science or economic backgrounds.

In order to overcome such difficulties and provide a common ground
and framework of reference, firstly all authors were asked to address
four guiding questions with regard to Northeast Asia, in light of their par-
ticular areas of expertise.
� Do the theory and practice of regional institutionalization provide
plausible answers to the specific challenges of Northeast Asia?

� What are the premises and prospects of such processes in Northeast
Asia?

� Which steps have to be taken?
� Have the processes of globalization paved the way for regional institu-
tionalization in Northeast Asia and made what many observers deem
seemingly ‘‘impossible’’ finally possible?
Secondly, in response to the variety of challenges and opportunities

for institutionalizing Northeast Asia, and taking into consideration the
academic and intellectual challenges for analysis as well as remembering
UNU’s mission to provide a platform for academic exchange and policy
development on issues of global concern, it was decided to subdivide the
volume into two major parts.

Part I provides a general theoretical starting ground and frame of ref-
erence. It tackles issues of overarching concern, including reflections on
theory, normative issues and some lessons learnt in a comparative con-
text with the European Union.

In part II authors analyse different topic areas and develop particular
policy recommendations related to Northeast Asia. The aforementioned
difficulty of agreeing on single definitions of institutionalism, regionaliza-
tion and so forth, which has also been reflected in many other volumes
about regionalism in East Asia,26 illustrates well that regionalism can
no longer be reduced to the idea of territorial politics alone. Instead,
regionalism needs to take into account the growing intertwinement of
global issues and developments with both needs and interests at the re-
gional and national levels and, accordingly, the demand for issue-related
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supra-territorial policy responses to issues such as trade, finance, environ-
ment, human rights and human security.
In response to this, the second part of this book is further subdivided

into four topic areas: history, ideas and identity; security; economy and
finance; and environment, human rights, civil society and human security.
Here authors (with varying degrees of optimism and scepticism) discuss
the situation and potentials of future regional institution building in
Northeast Asia from their particular angle of expertise.

The chapters in part I

Three chapters, by Yoshinobu Yamamoto, Richard Higgott and Martina
Timmermann, and Baogang He, serve as a general framework of refer-
ence for the chapters which follow. They offer definitions of institutional-
ism and regionalism, and provide an overview of the scientific debate on
regional institutionalism in East Asia (i.e. Northeast and Southeast Asia),
with a particular focus on Northeast Asia.
Yoshinobu Yamamoto provides a particular theoretical frame of refer-

ence for later authors with his chapter, ‘‘Institutionalization in Northeast
Asia: Is outside-in regionalization enough?’’. In discussing the possibil-
ities of creating multilateral institutions in Northeast Asia, Yamamoto
starts by defining the concepts of ‘‘institution’’ and ‘‘institutionalization’’
and then proceeds to discuss the functions of institutionalization. He
develops a typology of institutions and institutionalization before finally
applying his theoretical framework to the case of Northeast Asia.
Richard Higgott and Martina Timmermann debate ‘‘Institutionalizing

East Asia: Learning lessons from Europe on regionalization, regionalism,
identity and leadership’’. They analyse the prospects for regional institu-
tionalization in East Asia in the early twenty-first century by deliberately
choosing the comparative context of Europe, and consider the role of
identity building and regional leadership as vital for the future process
of institutionalizing Northeast Asia.
The third chapter in part I, by Baogang He, examines the state of nor-

mative regionalism and its impact in East Asia. He provides an overview
of the historical evolution of the idea of regionalism, and the meanings
and variations of Asian regionalism.

The chapters in part II

The section on ‘‘history, ideas and identity’’ contains analyses by Gilbert
Rozman, Thomas Berger and Takashi Oshimura.
Gil Rozman, in his chapter ‘‘Northeast Asian regionalism at a cross-

roads: Is an East Asian Community in sight?’’, discusses the various
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reasons for and challenges standing in the way of the creation of an ‘‘East
Asian Community’’. He demands the acknowledgement of barriers (such
as historical factors) as a prerequisite for any successful regionalism, and
criticizes an overly strong focus on the functionalist approach while
neglecting to close the cultural divide.

Thomas Berger, in ‘‘Overcoming a difficult past: The history problem
and institution building in Northeast Asia’’, explores the possibilities
for regionalization by reviewing the underlying nature of international
disputes over history issues. Berger traces the evolution of the disputes
in Asia since 1945, and focuses in particular on the ways in which dis-
putes over the past have disrupted regional diplomacy and institutional
development.

Takashi Oshimura, in ‘‘The function and dysfunction of identity in an
institutionalizing process: The case of Northeast Asia’’, explores options
for the creation or further development of a regional identity and dis-
cusses the question of how such an identity might contribute to regional
institutionalization.

In the next section, following the analyses of historical and ideational
causes and the prerequisites for regional institution building, Jitsuo
Tsuchiyama, Shin-wha Lee, Seiichiro Takagi, Chiyuki Aoi and Tsutomu
Kikuchi analyse the various security challenges and discuss their poten-
tial impact on regional institution building in Northeast Asia.

Jitsuo Tsuchiyama raises the question ‘‘Do the alliance networks in
Northeast Asia contribute to peace and stability? The Japan-US alliance
in focus’’. Tsuchiyama, who is among the sceptics in this book, discusses
the changing roles and rationale of the alliances after the end of the Cold
War, with a particular focus on the Japan-US alliance.

Shin-wha Lee, in ‘‘Northeast Asian security community: From
concepts to practices’’, puts particular emphasis on the questions of why
multilateral cooperation between South Korea, Japan and China is so dif-
ficult, and how possible strategies and action plans for cooperation can be
developed in the areas of both traditional and non-traditional security.

Seiichiro Takagi, in his chapter ‘‘The Chinese approach to regional
security institutionalism’’, seeks to elucidate China’s approach to institu-
tionalization in the security field. In a step-by-step analysis, Takagi dis-
cusses China’s actions and perceptions related to different institutions in
the bilateral, subregional and regional realms.

Chiyuki Aoi critically discusses ‘‘The Proliferation Security Initiative
from an institutional perspective: An ‘outside-in’ institution?’’. Aoi
suggests that ‘‘for the PSI to be genuinely effective, it needs to be
transformed from a largely US-initiated, US-driven activity into a more
multilateral, universal institution whose ‘outside-in’ potential can then
be explored in the context of Northeast Asia’’.
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Tsutomu Kikuchi joins the security debate with his chapter ‘‘Institu-
tional linkages and security governance: Security multilateralism in the
Korean peninsula’’. Using the Six-Party Talks as a reference example,
Kikuchi argues that one effective approach towards security multilaterism
in Northeast Asia could be through interlinking existing and new institu-
tional mechanisms.
Whereas the authors of the sections on ideas, history and security

strike a rather sceptical chord, we find some cautiously optimistic tunes
in the third section, where Keisuke Iida, T. J. Pempel, John Weiss and
Stuart Harris discuss different areas of economic, financial and energy
cooperation.
Keisuke Iida examines the dynamic trade and investment diplomacy in

East Asia. He stresses that not only the role of China but also three other
factors need to be taken into consideration for success: ‘‘ASEAN integra-
tion, economic stagnation and reform in Japan, and acquiescence by the
United States’’.
T. J. Pempel, in ‘‘Firebreak: East Asia institutionalizes its finances’’,

points to the question of why ‘‘a number of new institutional moves
suggest that the countries of Asia are becoming more internally cohesive
in ways that do not systematically include extra-Asian participants’’.
Pempel observes that numerous connections across Asia have been
developed since the mid-1980s, and that Asia’s previous predisposition
towards informality is changing to the direction of more formal and insti-
tutionalized connections within the area of finance.
John Weiss looks at ‘‘China and its neighbours: Patterns of trade and

investment’’. Weiss analyses from a particular economic perspective how
far the potential economic benefits for the region created by China’s
rapid growth will stimulate and support moves towards institutionaliza-
tion. He rests his analysis on the assumption that closer mutual coopera-
tion between nation-states, as part of the process of institutionalization,
requires that closer economic ties are not only mutually beneficial but
also need to be perceived as such.
Stuart Harris, in ‘‘Institutionalizing Northeast Asia: The energy mar-

ket’’, regards several Northeast Asian energy issues as a potential basis
for regional cooperation. He wonders, however, whether gains from co-
operation are countered by the political risks that cooperation implies.
The last section in part II contains analyses by Hiroshi Ohta, César de

Prado, Tsuneo Akaha and Brian Ettkin, and Brian Job and Paul Evans.
Ohta takes up the environmental problem in ‘‘A small leap forward:

Regional cooperation for attacking the problems of the environment
and natural resources in Northeast Asia’’. He examines major environ-
ment and natural resources (ENR) problems and the current state of re-
gional ENR cooperation in Northeast Asia.
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In ‘‘Multilevel regionalization through think-tanks, higher education
and multimedia’’, César de Prado argues that knowledge-enhancing ex-
changes are helping to construct a soft Northeast Asian regional space
embedded in concentric multilevel regionalisms. He concedes that North-
east Asian governments have begun to promote regional think-tank net-
works of experts from public and private sectors, but demands further
strengthening and rationalizing.

The need for creating a knowledge-based civil society in Northeast
Asia is exceptionally important in the field of human rights and human
migration – topics that are tackled by Tsuneo Akaha and Brian Ettkin
in their chapter, ‘‘International migration and human rights: A case for
a regional approach in Northeast Asia’’. Akaha and Ettkin examine the
potential value of a regional approach to protecting the human rights of
international migrants in Northeast Asia.

The final chapter, ‘‘Human security and Northeast Asia: Seeds germi-
nating on hard ground’’ by Brian Job and Paul Evans, is deliberately
placed at the end of this part of the book. Job and Evans explore the
manner in which Northeast Asian states are coming to terms with the
challenges of human security. They conclude that ‘‘For Northeast Asia,
the imperatives of human security may provide a logic for multilateral in-
stitutionalism that transcends traditional security dilemmas and, indeed,
may lay the foundation for their eventual resolution.’’

This conclusion would serve well as a fine last sentence for the whole
volume. It will ultimately be up to the reader, however, to decide
whether the chapters in this book provide sufficient and compelling argu-
ments to draw a conclusion, whether the chances for regionalization
through institutionalization in Northeast Asia exist, and whether and
how the various steps suggested by the contributors could and should be
taken up in the challenging process of achieving lasting order, stability
and prosperity in (and beyond) Northeast Asia.
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Part 1

Institutionalization, regionalization
and regionalism





1

Institutionalization in Northeast
Asia: Is outside-in regionalization
enough?

Yoshinobu Yamamoto

Introduction

Northeast Asia, including China and Mongolia, Japan and the two
Koreas, is the least institutionalized region in most topic areas – one
might even say that the region is in a pre-institutional stage. However,
Northeast Asia is now facing many regional and global challenges related
to security, economic, environmental and several other issue areas. Con-
sequently, the demand for institutionalization in this region has increased
tremendously.

This chapter will try to derive implications by examining institutionali-
zation in Northeast Asia. Based on a set of theoretical reflections and
definitions, it will analyse current and future institutions in the region.
The assumptions are that the objective conditions of Northeast Asia are
not ripe for institutionalization, even though the demand for institutions
is very high; that one of the ways for the Northeast Asian countries to
institutionalize their own relations is to borrow the principles of global
institutions or to become part of larger regional institutions (the author
calls this ‘‘outside-in’’ regionalization, as compared to autonomous
‘‘inside-out’’ regionalization); and that even though ‘‘outside-in’’ region-
alization may turn out to be successful, such regionalization will fall short
of solving the basic and crucial issues of Northeast Asia.

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann

and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8
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Theoretical perspectives

The concepts of institution and institutionalization

‘‘Institution’’ and ‘‘institutionalization’’ are relatively difficult concepts to
define; similar concepts are used, such as international regimes, gover-
nance, organizations, etc., in addition to international institutions.1 Table
1.1 defines international institutions by showing different kinds and levels
of institutionalization.
Institutions are defined, at a minimum level, as patterned behaviour

among the members of a group. If nations repeat the same or similar be-
haviour in relation to each other, we can say that an institution exists.
This implies that if there is no patterned behaviour, if nations behave
solely on the basis of narrow national interests and thus if there is no pre-
dictability about national behaviour, we have no institution (A in table
1.1). But when nations repeatedly balance each other through alliances
to maintain peace, the balance of power is considered to be an institution
defined by patterned behaviour (B).2
In addition to patterned behaviour, nations forge sets of rules and

norms in specific topic areas, which are usually called international re-
gimes (C). An international regime usually consists of principles and
norms that lay down concrete rules of behaviour, rules for collective
decision-making and consequences for rule violations.3 International (re-
gional) regimes can frequently be found in relation to the international
topic areas of economics and the environment; the World Trade Organi-

Table 1.1 Levels of institutionalization

Levels of institutionalization Characteristics

A. No institution Independent action
Behaviour without predictability (no
patterned behaviour)

B. Least institutionalized institutions Patterned behaviour

C. International regimes in specific
issue areas

Rule-based behaviour
Cooperation to solve common
problems

D. International regimes in many
issue areas

System of policy coordination in
security and economic areas

Participation of non-state actors
Governance (without government)

E. Single body of decision-making
in economic and social areas

Government (without state)

F. State Common foreign and security policies
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zation (WTO) is a typical example. Peacetime alliances, if they last long
enough, can be institutionalized in the sense that a set of behavioural
rules among the allies will be developed. Some of the alliances that were
formed during the Cold War have lasted long enough to be called secu-
rity institutions, such as NATO and the US-Japan alliance.4 In addition
to alliances, a coalition of the willing – e.g. wartime coalitions like the
one in Iraq, the Six-Party Talks and the Proliferation Security Initiative
(PSI) – can be institutionalized through the creation of a set of rules
among the member states.

In addition to rules and norms, we can think of a framework to solve a
set of wide-ranging common problems through a variety of means and by
a variety of actors; this framework is called governance (governance
without government – D in table 1.1). If governance is taken further, we
achieve an authoritative decision-making body within a certain set of
issue areas (government without state – E) and, finally, an authoritative
decision body including foreign and military affairs that comes close to
the state (F).6

Institutionalization also differs depending on the category of institu-
tions involved. If we understand institutions as patterned behaviour, in-
stitutionalization will mean forging (more) stable patterns of behaviour.
We proceed from patterned behaviour to creating regimes by setting
rules. If we are talking about existing international regimes, then institu-
tionalization will mean the process of changing from a non-regime to a
soft regime (such as a set of declaratory principles), and from a soft
regime to a hard regime. When we reach the stage where the set of rules
is clearly stated in detail, where everybody complies with the rules and
where a third party decides the interpretation and application of the
rules, then we are at the highest stage of institutionalization within the
international regime category, i.e. legalization.7

Functions of institutions (or institutions as independent
variables)

Functions

Institutions are created, maintained and strengthened to achieve certain
common objectives and goals among the members. In addition to solving
specific issues within a certain topic area, institutions are evaluated
in terms of lowering transaction costs and creating infrastructure and
venues for member states to deal with a variety of issues cooperatively.
The latter may further include forming group identity among member
states. Given that the basic purpose of institutions is to achieve common
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purposes, we have to pay close attention to how institutions (a set of
rules and norms) influence the behaviour of their member states – which
is related to the issue of internalization of the norms and compliance with
the rules established by the institution.

Public goods perspectives (institutions as a means to provide
public goods)

Institutions differ depending on the nature of the common problems they
try to solve, and on how nations seek to solve them. The common issue
can be handling of public goods by all the nation-states within the institu-
tion. Public goods can be global, such as global warming, or regional,
such as economic stability.8
As a matter of fact, institutions are sometimes designed to provide

club goods rather than public goods, in the sense that the benefits of the
institution apply only to the members. Alliances are typical examples: the
deterrent benefits of an alliance are only applicable to the alliance mem-
bers.9 Free trade agreements (FTAs) are also institutions that provide
benefits to members but not (at least explicitly) to non-members. Even
when institutions are intended only to provide club goods to members,
they have positive or negative externalities to non-members or the region
as a whole: institutions designed to provide club goods may provide pos-
itive externalities. Thus non-inclusive institutions should be carefully
analysed, not only in terms of their internal mechanisms but also in terms
of their external effects and functions.

A typology of institutions

Table 1.2 shows a typology of institutions by utilizing two dimensions.
One is an inclusive-exclusive dimension, which is concerned with whether
the institution includes all relevant members or excludes some nations in-
tentionally. The other concerns whether the institution assumes a partic-
ular, fixed, built-in adversary/competitor within or outside the institution
(a competitive/non-competitive dimension).
Types A and D are contrasting types of institutions. Type A institu-

tions are exclusive and competitive; examples are military alliances
formed during the Cold War. For example, the US-Japan alliance and
NATO during the Cold War were exclusive and competitive, in the sense
that they excluded, and competed against, the communist countries.
However, they became exclusive but non-competitive in nature after the
Cold War (type B), in that they do not have any fixed adversary even
though they have to cope with varied threats outside their institutions.
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Type D institutions are all-inclusive and non-competitive in nature; ex-
amples include the ASEAN Regional Forum (ARF) and the Asia Pacific
Economic Cooperation (APEC), as well as such global institutions as the
United Nations and the WTO. For example, the ARF includes all the
countries (and the European Union) that have relevance to security in
the Asia-Pacific region and does not have any specific adversary within
or outside the ARF. Regarding Northeast Asia, a Northeast Asian FTA
between China, South Korea and Japan and an institutionalized North-
east Asian summit will be examples of this type, if they are indeed
created.

Type B institutions are those institutions that are exclusive but non-
competitive vis-à-vis excluded states. The US-Japan alliance and NATO
after the Cold War are typical examples of this sort of arrangement.
FTAs can be considered as this type of institution, since they are exclu-
sive but designed not to diminish the economic welfare of countries
outside the institution. Type C institutions are inclusive but based on
competitive aspects of international relations. The Conference on Secu-
rity and Cooperation in Europe (CSCE) during the Cold War is a typical
example, in that it included all relevant European countries as members
but it assumed adversarial relations between East and West. The six-
party talks can be considered another example of this type (or a harbin-
ger for such an arrangement in the Korean peninsula): all-inclusive in the
sense that all members concerned are included, but competitive in the
sense that we can assume there are competitive elements within (be-
tween the United States and North Korea, for example). As a matter of
fact, the Six-Party Talks could transform into a type D institution in the fu-
ture, where all the relevant countries participate without any adversarial

Table 1.2 Types of institutions

Competitive
(assumes built-in
adversary/competitor) Non-competitive

Exclusive Type A
US-Japan alliance and

NATO in the Cold War

Type B
US-Japan alliance and NATO
after the Cold War

FTAs

Inclusive Type C
CSCE
Six-Party Talks

Type D
ARF
OSCE
APEC
WTO
United Nations
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relations among them, just as the CSCE became the OSCE after the end
of the Cold War.
Type D institutions – all-inclusive and non-competitive – are the ideal.

However, which type of institution develops depends on the general
situation in international and regional relations and the particular con-
figuration of conflict and convergence of interests among the nations
concerned.10

Cross-level institutionalization: Institutions and regions

International institutions are created and maintained not only for differ-
ent issues, but also at different regional scales (including a global scope).
Since the major focus of this chapter is on institutionalization in North-
east Asia, we should briefly discuss the concept of ‘‘region’’ and related
concepts.
A ‘‘region’’ is a set of nations geographically located in a certain area,

and is usually given its name by geographers for geographic purposes.11
The nations in a region will have varying degrees of mutual interactions –
economically, politically, strategically and so forth – and will even have
some group (regional) identity. In this sense, a region will have some
state or level of mutual interdependence in terms of economics, security
and identity. In some geographical regions the degree of mutual interde-
pendence is low or none; in others, the nations involved may possess a
high level of mutual interdependence and have highly developed regional
institutions.
We may term these different states of mutual interdependence

‘‘region-ness’’, which is measured from low to high. Region-ness com-
prises both substantive and institutional factors. Substantive region-ness
refers to the level of mutual interdependence in economic, political, secu-
rity and psychological dimensions, while institutional region-ness is the
level of institutionalization in the region. In some regions there is neither
substantive nor institutional region-ness; these are merely geographical
regions. In other regions both substantive and institutional components
are well developed. In still other regions, institutions may be created
without substantive mutual interdependence. In these cases, institutions
are either uprooted (ineffective) or are demonstrative of governmental
efforts to promote substantive mutual interdependence by creating insti-
tutions first. Finally, in some regions, even though high mutual inter-
dependencies are observed, institutions are not sufficiently developed to
manage them.
Regionalization is a movement towards higher region-ness. There

are two types of regionalization in this context. One is substantive (a

26 YAMAMOTO



movement towards mutual interdependencies in economic, political, se-
curity and psychological areas), and the other is institutional (or regional
institutionalization). Economic regionalization will be promoted by the
cross-border activities of private companies and also by governmental
efforts.12 Regionalism means governmental and non-governmental ideol-
ogy and policy efforts to promote substantive regionalization and/or to
stabilize mutual interdependencies that already exist by creating institu-
tions (institutionalization).

Regions can be categorized not only by the state of internal region-
ness, but also by how they are related to larger institutions or systems in
terms of geographical scope. In relation to the global system/institutions
(or institutions with larger geographical scope), we have different kinds
of regions. One is a hypothetical case in which a region behaves inde-
pendently of global institutions; that is, some of the nations in the region
do not belong to (or do not follow the rules of) global institutions. Alter-
natively, the major countries in the region do not belong to important
global institutions and behave differently to the rules of the global insti-
tutions. Such regions may be termed independent regions, and sometimes
they might dominate the global scene. As a matter of fact, many different
global institutions exist, and countries may belong to some global institu-
tions but not to others.

A region may be subordinated to the trends in the global system.13
During the Cold War, Northeast Asia was divided according to the global
competition between the East (China and North Korea) and the West
(South Korea and Japan). Therefore there was no region-ness in terms
of economic relations and regional identity, even though (ironically) se-
curity competition was mutually interdependent. In the post–Cold War
era, the alliance structure still remains in the region. But since Cold War
global competition has become something in the past, the alliance struc-
ture has changed its meaning and function (see table 1.2). If, in the
future, FTAs are formed between South Korea and the United States
(as in June 2007) and between Japan and the United States, leaving
China out, and if the global economy were divided by FTAs, then North-
east Asia would be subordinated to the trends in the global economic sys-
tem of divided FTAs.

A region may be termed a dominated region: i.e. the region is domi-
nated by the universal rules of global institutions rather than by global
competition. If there is no region-ness (neither high mutual interdepen-
dencies nor regional institutions), the nations in the region may follow
the basic rules of the global institutions, such as those of the United
Nations or the WTO. Even if the nations in the region have no economic
integration scheme, they may still comply perfectly with the rules of
the WTO because they are dominated by global institutions.
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Some regions can be considered autonomous even though they are em-
bedded (nested) in the global system/institutions. The European Union
and ASEAN are now in a stage of high region-ness, and they develop re-
gional institutions that enable them to pursue autonomous regional poli-
cies, even though they observe the basic rules of the global institutions.
In this way, institutions in some topic areas are developed at different

geographical scales. In security areas there are global institutions such
as the United Nations and the Non-Proliferation Treaty (NPT), regional
institutions such as the ARF and smaller regional arrangements such
as ASEAN and the Six-Party Talks. In economic areas there are global
institutions such as the WTO and the IMF, regional institutions such as
APEC and smaller regional arrangements such as the ASEAN Free
Trade Area (AFTA). All these arrangements are nested upon one
another.14 In some cases smaller institutions are more developed than
larger ones; in other cases it is vice versa. In the former instance, larger
institutions will be more institutionalized by adopting the norms of
smaller ones, while in the latter case the smaller institutions will be fur-
ther institutionalized by borrowing the rules of the larger ones.
Many regional institutions are not nested with each other, but coexist

independently. In these cases, the less institutionalized institutions
may borrow the rules and norms of the more institutionalized ones.15
For example, ASEAN surely borrows from the European experience
when it tries to form and develop economic and social communities, in
addition to the security community which many think ASEAN has al-
ready achieved.16 Some may argue that Northeast Asia can borrow from
ASEAN in creating security and economic institutions.

Causes of institutionalization (institutions as dependent
variables)

What factors push forward the creation and promotion of institutions?
Power, interests, common knowledge, norms and crises are said to
play important roles, alone or in combination, in forming international
institutions.17

Power

Institutions (international regimes) can be created, on some occasions, by
a hegemonic power.18 If the preponderance of a hegemonic power de-
clines, then the institutions created by the hegemony will be destabilized
or collapse. However, the GATT trade system did not collapse (only the
monetary system collapsed) even though the relative economic power of
the United States declined.19
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Interests

Interests play an important role in forming institutions. Common inter-
ests are a basis for creating multilateral institutions. To avoid common
disasters, such as nuclear wars and environmental deterioration, nations
will form multilateral institutions. The structure of interests affects the
type and content of institutions.20 For example, when countries try to
form a set of rules to avoid inadvertent wars, cooperation is the most de-
sirable outcome for all the countries. In these cases, the most important
factor is transparency and exchange of accurate information about the
structure of interests. The set of rules will be complied with rather easily.

Another structure of interests that will require institution building is
termed ‘‘the prisoners’ dilemma’’. This is a situation in which, if every-
body cooperates, all enjoy beneficial social outcomes, but each has an
incentive not to cooperate. To solve the issue a stronger institution is re-
quired, particularly in terms of rule compliance.

As far as conflicts of interests are concerned, international regimes
are essential to solve what is called a ‘‘mixed-motive’’ game, where incen-
tives for both cooperation and discord exist. If the situation is strictly
zero-sum, however, international institutions are hard to come by. The
only way to deal with a zero-sum situation is to change the structure of
interests – i.e. to transform it into a mixed-motive game by, say, increas-
ing economic transactions.

Common knowledge

Common (scientific) knowledge also plays an important role in forming
international institutions. The call to ban ozone-depleting chemicals is
based on scientific knowledge, as is the international regime on climate
change. Common knowledge is produced and applied for regime creation
through what is called an epistemic community21 – a group of people
with scientific knowledge who have access to policy-making in their re-
spective countries and raise issues to the international community. Com-
mon knowledge includes not only pure natural scientific knowledge, but
also social scientific knowledge (such as economic science).

Norms

Norms underlie international institutions and regimes.22 They range
from inter-state to domestic, and from higher and moralistic norms to
instrumental ones.23 Inter-state norms are those that regulate inter-state
relations; they include respect for sovereignty (non-interference in do-
mestic affairs), a habit of dialogue, peaceful resolution of inter-state con-
flicts, compliance with inter-state norms and so forth. Domestic norms
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include democracy, human rights, freedom of information and gathering,
and so forth; these can become international norms.
Internationalized domestic norms differ from inter-state norms in the

sense that they are not the norms regulating inter-state relations per se.
Domestic norms differ vastly in Northeast Asia, and differences in do-
mestic norms can sometimes trigger conflicts among nations.24 Inter-state
and domestic norms sometimes collide with each other, such as in the
case of the collision between the non-interference principle and human
rights norms.
Inter-state norms and internationalized domestic norms can become

the objectives of international institutions. Common norms can also be
developed in particular issue areas (issue-specific norms). For example,
environmental protection and sustainable development are the norms
that are necessary for creating environmental institutions. Increases in
economic welfare through free trade and investment are an example of
norms that promote many economic institutions.
Even though norms are varied in nature, they are the basis for national

behaviour25 and for creating international institutions. If norms are de-
veloped and commonly shared through repeated interactions and social-
ization, institutions are ready to form; in turn, institutions make repeated
interactions and socialization possible.

Crises and perception of common problems

Shared concerns and problems must exist for the member states to create
institutions. The common problem can be most clearly perceived when
crises occur; this can apply for both inclusive and non-inclusive (exclu-
sive) institutions.
An example of crisis-triggered regime formation is the deepened eco-

nomic cooperation in East Asia after the Asian economic crisis of 1997.
The fact that the creation of some institutions is triggered by crises indi-
cates that they are designed to control the possible damage inflicted by
the crises, and that the damage is perceived to be common in the sense
that everybody (every country) will suffer.26
However, the damage can occur over a long period of time, so a feeling

of crisis may not exist – thus making it difficult to create an international
institution (or, at least, a strong one). Climate change represents such a
case. Despite this, institutions can be formed to promote long-term eco-
nomic and security interests. The ARF was started in 1994 when no crisis
feeling existed, and the participating countries looked for long-term secu-
rity stability in the region. In sum, crises are important in forging institu-
tions in the sense that they raise a sharp sense of a common problem,
but they are neither necessary nor sufficient conditions for institution
creation.
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The above-mentioned causes of regime formation and strengthening –
power, interests, knowledge, norms and crises – will provide the basic
guidelines for analysing institutionalization in the Northeast Asian
region.

Institutionalizing Northeast Asia

In Northeast Asia there are hardly any multilateral regional institutions.
Serious security flashpoints, such as the Korean peninsula and the Tai-
wan Strait, and several territorial disputes between countries within the
region, as well as what may be termed the problem of negative identity
(due to past history), have hampered the development of regional institu-
tion building. Thus, the region-ness of Northeast Asia is very low.

The nations in the region basically behave independently. The region
as a whole, however, is nested within (and at the same time penetrated
and divided by) global systems and institutions. All the nations are under
the global umbrella of the United Nations, e.g. the WTO and the NPT (at
least until North Korea withdrew from the NPT during the second nu-
clear crisis, and notwithstanding that North Korea did accept an IAEA
inspection in July 2007).

Economic domain

Even though the region-ness in Northeast Asia is very low, some substan-
tive regionalization has been advanced in economic areas, particularly
between China, South Korea and Japan.27 Japan and South Korea’s
trade with China has increased tremendously over the decade as China’s
economy has grown rapidly, surpassing their trade with the United
States, their number-one traditional trading partner. Therefore, strong
incentives exist for these three countries to liberalize and stabilize
economic relations further among themselves. FTAs between China and
Japan and China and South Korea are under consideration. Bilaterally
(not multilaterally), the three countries have forged a currency stabiliza-
tion mechanism within the context of the multilateral efforts to stabilize
monetary relations in East Asia.

Furthermore, the three countries have been forging bilateral and
multilateral cooperation mechanisms to cope with environmental issues
such as acid rain and deforestation. Cooperative efforts on environmental
issues have been made not only by the governments but also by private
organizations, such as NGOs and universities. One can say that regional
economic institutions are being forged at both governmental and non-
governmental corporate levels.28
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Security domain

Compared to the economic sphere, the security domain is not so condu-
cive to forming regional institutions among the Northeast Asian coun-
tries. Traditional alliance systems during the Cold War still exist in the
region and continue to play an essential role.29 While the Sino-DPRK al-
liance is still alive, at least on paper,30 South Korea and Japan are allies
of the United States. The most institutionalized relations in terms of
security are the US-Japan and US-South Korea alliances. There are no
other effective security institutions in this region which are all-inclusive
and totally regional in terms of membership.
Security relations have ameliorated after the end of the Cold War.

Bilaterally, between China, Japan and South Korea, what are termed
confidence-building measures have been developed; these include a secu-
rity dialogue and mutual visits of military personnel. Dialogue at the non-
governmental level has also been increasing. However, suspicions have
never dissipated among the Northeast Asian countries.
Institutions tend to be created to cope with crises, and we can observe

this dictum in the region. The Korean Peninsula Energy Development
Organization (KEDO) was established after the framework agreement
in 1994 between the United States and the DPRK in response to the first
North Korean nuclear crisis in 1993–1994. KEDO was, in effect, a multi-
lateral arrangement, but not all-inclusive in the sense that Russia and
China were not participants, and it was finally dissolved in 2006.
After August 2003, the Six-Party Talks were initiated to solve the sec-

ond, current, nuclear crisis of the DPRK. This arrangement is the first all-
inclusive multilateral security framework in the region.31 Even though
the Six-Party Talks focus on the DPRK’s nuclear issue, and even though
we do not know how successful the talks will be, they could become a
model for security institutions in this region.

Functional approach?

When we think about possibilities of institution building in the area of
economics, security and the environment, we have to pay attention to
the psychological and identity dimensions of the three countries. Recent
events also demonstrate that historical issues lie behind the relations
(and tensions) among the countries in Northeast Asia, with Japan’s be-
haviour in the pre-war period and during the Second World War being
the major issue.32 In order to have stable relations in this region – to say
nothing of institutionalization – the historical tensions must be overcome.
There seem to be three contrasting strategies related to cooperation

surrounding different topic areas. One is a realist strategy; this involves
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firstly creating stable relations in the area of security (‘‘high politics’’),
and then forging better relations in the fields of economics, the environ-
ment and identity (‘‘low politics’’). Another is a functionalist strategy;
this involves firstly cultivating better relations in areas such as economics
and the environment, and then moving into better security relations and
identity formation. The third strategy may be termed parallel (or prag-
matic), where efforts are made to create better relations simultaneously
in all areas of concern.

Given the configuration of conflicts of interests among the countries in
Northeast Asia, the most promising strategy should be functional and
bottom-up, because one can see a basic convergence of interests in func-
tional areas such as economics and the environment. Indeed, we recog-
nize more institutionalized relations in these areas than in any other
topics facing this region.

However, an important characteristic of cooperation and institutionali-
zation in Northeast Asia is that the state is strong. NGOs are not yet fully
developed in this region (see table 1.3). Therefore, even though private

Table 1.3 Some characteristics of Northeast Asian countries

China Japan
North
Korea

South
Korea

Military expenditure
(constant 2005, million
US$), 2006

49,500 43,701 NA 21,853

GNI (current million
US$), 2006

2,641,586 4,899,965 NA 856,564

GNI/capita (current US$),
2006

2,010 38,410 NA 17,690

Polity rating, 2008 PR 7; CL 6 PR 1; CL 2 PR 7; CL 7 PR 1; CL 2
Number of secretariats

of NGOs (density per
million population),
2002

105 (0.0) 263 (2.1) 1 (0) 51 (1.1)

Notes:
The data source for military expenditures is SIPRI Yearbook 2007, available
at www.sipri.org/contents/milap/milex/mex_database1.html. The data source for
GNI and per capita GNI is World Development Indicators Database, 2007.
The data source for polity rating is Freedom in the World Country Ratings,
Freedom House, available at www.freedomhouse.org/uploads/fiw08launch/
FIW08Tables.pdf, January 2008.
PR ¼ political rights; CL ¼ civil liberty; ratings are 1 to 7, with 1 being most free
and 7 being least free.
The numbers of secretariats of NGOs are taken from Kaldor, Mary (2003) Global
Civil Society, Oxford: Oxford University Press.
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companies and NGOs play important roles in the process of institutional-
ization in Northeast Asia, for the foreseeable future institutionalization
in the region will have a top-down nature (conducted by governments)
rather than a bottom-up nature (pursued by private entities).33

Within a wider framework – Asia-Pacific, East Asia and
global

As the Six-Party Talks suggest, Northeast Asian security should include
the United States and Russia (and maybe other countries, depending on
the situation or the issue at hand). Importantly, when we consider possi-
bilities of institution building, the issue of the decomposability of North-
east Asia as a region must be taken into account.
Northeast Asia is not perfectly decomposable, in either the economic

or the security domain. In order for potential institutions in the region
to work effectively, nations other than those located in Northeast Asia
must be (at least de facto) members of the institutions. This presents a
further paradox with respect to institutionalization in Northeast Asia:
while regional institutions will not, and cannot, be exclusive with regard
to extra-regional countries (a positive factor), this fact makes it very dif-
ficult to form autonomous regional institutions (which is, at least seem-
ingly, desirable).

East Asia

A possibility exists that the Southeast Asian cooperative framework
could be extended to Northeast Asia. The ASEAN+3 framework has
been increasingly institutionalized, with summits having been held since
1997. In effect, the ASEAN+3 framework became institutionalized in
1999, in the sense that the 1999 Joint Statement on East Asian Coopera-
tion set out the principles and purposes of cooperation in the region.
In December 2005, in addition to the ASEAN+3 summit, the East
Asian Summit (including Australia, New Zealand and India) was held
separately in Kuala Lumpur, Malaysia. ASEAN+3 and the East Asian
Summit definitely make efforts to promote economic cooperation (and,
eventually, a region-wide free trade area) as well as security and political
dialogue systems. The summits will provide another valuable forum for
discussion and cooperation among the leaders of the three Northeast
Asian countries.
The ASEAN+3 framework and the East Asian Summit are, as the au-

thor conceives it, an extension of ASEAN. This is clearly seen in the re-
cent joining of China, Japan, Australia and others in the Treaty of Amity
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and Cooperation (TAC); membership of the TAC is a requirement by
ASEAN for other countries to join the East Asian Summit. The TAC
posits that, inter alia, the members respect sovereignty and will resolve
conflicts peacefully.34

ASEAN+3 and the East Asian Summit look like a reversed hub-and-
spoke system centring on ASEAN; that is to say, ASEAN tries to extend
‘‘bilateral’’ relations with countries such as Japan, China and South
Korea as well as with Australia, New Zealand and other countries. These
‘‘spoke’’ countries do not usually have close relations among themselves
as compared to the internal relations within ASEAN. Regarding China,
Japan and South Korea, each has close relations with ASEAN, despite
not having a trilateral framework among themselves and despite the fact
that they are much larger and stronger than ASEAN economically.

However, it is difficult to judge to what extent ASEAN+3 and the East
Asian Summit can contribute to solving issues in Northeast Asia per se,
even though they may contribute indirectly to promoting cooperation
among Northeast Asian countries. This is one reason why we need the
region’s own institutions to solve regional issues.

While institutionalization is intended to promote cooperation, it often
begets competition. Both China and Japan have been trying to lead the
movement towards an East Asian community vis-à-vis the other, while
ASEAN tries to sit in the driver’s seat. The United States, increasingly
suspicious of being left out, has been trying to form its own FTAs with
some of the ASEAN countries and South Korea. However, ASEAN+3
and the East Asian Summit will definitely help in promoting cooperation
among the countries in the Northeast Asian region, despite this (soft)
competition.

The Asia-Pacific

We also have to pay attention to the position of (and institution building
in) Northeast Asia within the context of the Asia-Pacific region as a
whole. The late 1980s and early 1990s witnessed a formation of Asia-
Pacific region-wide institutions: APEC in the economic domain and the
ARF in the security domain.

APEC has played important roles in the areas of both economics and
security. China joined APEC in 1991, making the country a member of
the international economic community. The Bogor Declaration in 1994
set the roadmap for economic liberalization in the entire region, even
though the APEC liberalization process has been rather stalled in recent
years. Since 1993 APEC has held an annual informal summit meeting,
which provides a venue for the leaders of the Asia-Pacific region to dis-
cuss political and security issues in addition to economic matters.
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The ARF is the only region-wide security dialogue system in the Asia-
Pacific. It now includes the DPRK (as well as the European Union and
India). Even though the ARF has played an important role as a forum
for security discussions among foreign ministers, it has failed to
strengthen itself in dealing effectively with conflicts (both external and
internal). The ARF has, one must admit, played only marginal roles in
Northeast Asian security affairs.
Instead, the APEC summit meetings seem to have gained importance

in the area of security, since the top leaders are able to raise and discuss
freely issues of concern other than economic matters. The APEC summit
in Beijing in 2001 provided a forum for Asia-Pacific leaders to discuss
issues of international terrorism.
In the post–Cold War era, what are known as ‘‘second-track meetings’’

have proliferated bilaterally and multilaterally. Regarding security issues,
the Council for Security Cooperation in the Asia-Pacific (CSCAP) has
been the only region-wide second-track meeting in the area of security,
and arguably played an essential role in creating the ARF.35
In 2002 the London-based International Institute for Strategic Studies

(IISS) started to organize, with other private and governmental organiza-
tions, the Shangri-La Dialogue of defence ministers from the Asia-Pacific
region; at the sixth meeting, in 2007, 25 countries participated.36
This annual meeting has several interesting characteristics. Firstly, it is

attended by defence ministers and security advisers of the respective gov-
ernments, but sponsored basically by private organizations (with the IISS
taking the lead role). Thus it is not a purely governmental meeting, nor a
purely second-track meeting. Second, it is the first region-wide meeting
of defence ministers in the Asia-Pacific region (ARF meetings are at-
tended by foreign ministers). Third, the Shangri-La meetings are neither
confidence-building meetings nor venues for decision-making. They seem
to be a place where defence ministers can present the defence and secu-
rity policies of their countries. Their frank presentations will contribute
to mutual understanding among the participating countries regarding de-
fence and security policies.
While the thinly spread institutions of the Asia-Pacific region, such as

APEC and the ARF, have played important parts, they have failed to in-
stitutionalize themselves sufficiently to play significant roles in Northeast
Asian security and economic issues. Thus other institutions with a smaller
geographical coverage, such as the Shangri-La Dialogue, have attempted
to solve issues like trade liberalization and security.
Therefore, from the Northeast Asian point of view, even though

APEC and the ARF have helped in enhancing relations among North-
east Asian countries and in relating these countries to non-Asian coun-
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tries such as the United States, Asia-Pacific institutions may not directly
help solve issues of the Northeast Asian region.

Global institutions and Northeast Asia

For the time being, utilizing global institutions such as the United Na-
tions, the NPT regime and the WTO may have more relevance for the
countries in Northeast Asia to solve their issues than creating separate
regional institutions. Even though there are no regional trade institutions
yet within Northeast Asia, the basic rules of economic interactions
among the countries are those of the WTO. In this respect, China’s entry
into the WTO in 2001 marked an epochal turn in the international politi-
cal economy of the region, and greatly stabilized regional (as well as
global) economic relations.

The nuclear issue of the DPRK is indeed a concern for the NPT: re-
gional and issue-specific arrangements such as KEDO and the Six-Party
Talks were created because global rules were not observed. Thus it is
advisable to examine the relationship between global institutions on
the one hand and regional institution building in Northeast Asia on the
other.

Cross-level institutionalization – Autonomous, outside-in and
inside-out

As depicted in figure 1.1, the levels of institutionalization seem to go up
outwardly from the centre of the concentric circle (with exceptions).
Northeast Asia is the least institutionalized region. Wider East Asia is
already more institutionalized, as is the Asia-Pacific. The global institu-
tions, such as the United Nations and the WTO, are more institution-
alized than the Asia-Pacific and Northeast Asia. This image differs from
a commonly held perception that, for a given region, the centre is most
institutionalized, with a high level of region-ness, and the level of institu-
tionalization goes down as we go outwards from the centre of the circle.

The geographical area covered by an institution differs depending on
the nature of the issue, and the institutionalization takes different forms.
Furthermore, some regions forge regional institutions autonomously;
ASEAN and the European Union have tried to create regional institu-
tions autonomously from within. After successfully institutionalizing their
own regions, they try to project their institutional principles outwardly
(an inside-out institutionalization). For example, ASEAN has tried to ex-
tend its principles (the ASEAN way) to the outer world; and provided
the basis for the ARF, ASEAN+3 and the East Asian Summit.
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For the reasons stated above, it is difficult for Northeast Asian coun-
tries to form their own institutions autonomously (indigenous regional
institutions). Thus, one of the ways for them to institutionalize their rela-
tions is to adopt, or adhere to, the principles that have been developed
outside the region. This may be termed outside-in institutionalization.
There are different types of outside-in institutionalization. One, as al-

ready discussed, is to apply strictly the set of principles of global institu-
tions such as the United Nations, the NPT and the WTO to the region.
Another is for Northeast Asian countries to join existing regional institu-
tions. For example, if the three countries in Northeast Asia extended the
TAC principles to regulate their own relations, then we would see some
institutionalization in the region.37
If the outside-in type of institutionalization is the most probable and

effective way for Northeast Asia for now, the countries still have a chance
to create their own institutions autonomously, as demonstrated by the re-
cent developments of the Six-Party Talks. Since outside-in institutional-
ization, such as ASEAN+3, may not create institutions strong enough to

Figure 1.1 Spatial location of Northeast Asia in terms of international institutions
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solve crucial security and economic issues in Northeast Asia, we must
continue the efforts to forge the region’s own institutions. This does not
mean that we should take such broader institutions as ASEAN+3 and the
East Asian Summit lightly. What is important will be creating a network
of institutions relating to Northeast Asia in varied topic areas and with
differing members, including autonomous institutions among China, the
two Koreas and Japan. Just as any other region, Northeast Asia is ‘‘fuzzy
and leaky’’,38 and thus even though institutions limited to narrowly de-
fined Northeast Asian countries (i.e. China, the two Koreas and Japan)
are necessary to solve their own problems, a broader perspective is
always required.

Conclusions

Northeast Asia is the least institutionalized region in many topic areas,
and its region-ness is low. The basic pattern of national behaviour is for
the countries to behave rather independently from each other on the
basis of their national interests. However, given the problems and issues
that Northeast Asia faces, more institutions are needed to solve them and
maintain stability in the region.

To promote the autonomous development of regional institutions
in Northeast Asia, a multidimensional approach is required. Non-
governmental, bottom-up institutions must be forged in many functional
areas, such as surrounding economic activities and environmental issues,
while a top-down government approach is necessary to create security
institutions.

Nonetheless, it will not be easy to institutionalize international rela-
tions in the region autonomously in security, economic and other topic
areas. An alternative to autonomous institutionalization would be an
outside-in approach, i.e. the Northeast Asian countries would adopt the
principles of larger institutions under which they are nested. They might
adapt the TAC principles to their own relations, or join AFTA to create
an East Asian economic zone. Another way might be to adopt strictly the
principles of global institutions such as the United Nations and the NPT
in the security domain, and the WTO and the IMF in the area of econom-
ics. However, even though outside-in institutionalization is an effective
way to institutionalize international relations in a region, Northeast Asia
has its own issues, and the process and institutions must have tailored
rules and norms to solve them. By developing autonomous institutions
for Northeast Asia and connecting the region with larger existing institu-
tions (Asia-Pacific and global), we will have an effective network of insti-
tutions for Northeast Asia.
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2

Institutionalizing East Asia:
Learning lessons from Europe on
regionalism, regionalization, identity
and leadership

Richard Higgott and Martina Timmermann

Introduction

As processes of economic globalization deepen they need to be institu-
tionalized if they are to avoid increased hostile and negative social and
political responses. While the level at which these institutions will flourish
is yet to be determined, what is clear is that this cannot be either global
or regional. It is a multilevel enterprise in which the limits of institution-
alism at the global level are likely to enhance institutional thinking at the
regional level and make problem-solving here more attractive.

East Asia (foremost ASEAN Plus Three, but since the East Asian
Summits also Australia, New Zealand and India; with Russia in an appli-
cant’s position since 2007) shows a clear trend towards stronger regional
cooperation. This trend was first indicated by the development of the
ASEAN Plus Three (APT) processes in the late twentieth/early twenty-
first centuries, then strengthened by the Chiang Mai agreement1 and the
enhanced dialogue on monetary cooperation, and finally emphasized
by the most recent East Asian Summits held in Malaysia (2005) and the
Philippines (2007).

The interesting policy question is therefore no longer if East Asia will
become more institutionalized but rather what form that institutionaliza-
tion might take. The interesting scholarly question is what are the key
drivers that might assist or impede that process of regional institutionali-
zation? What are the prospects for regional institutionalization in East
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Asia in the early twenty-first century? These questions will be discussed
in a comparative context with Europe.
Starting from a general assumption that the need for institutions2 is

particularly important in those regions of the world in which the market
economy is less embedded, it is argued that East Asia may well learn the
principles of institutionalism that flourished in the twentieth century in
Europe; but this is not to suggest that their implementation will follow
the same modalities in the twenty-first century. Rather, what makes East
Asia so interesting is that it is a vehicle for the adaptation of, not adop-
tion of, some of the key principles of governance that developed coun-
tries took on board during the twentieth century.
In spite of the differences, however, there are some insights that East

Asia, being in its own process of institutionalization, can gain into the
role of institutions and institutional theory in Europe. How salient are
they in practical terms to an understanding of enhancing cooperation in
East Asia? Which lessons can provide guidance for developing plausible
suggestions on how to foster prosperity and stability in Asia?

The need for institutions in light of economic globalization

Social science has demonstrated the theoretical and practical importance
of institutions3 as:
� the reducers of uncertainty and transactions costs
� vehicles for ensuring learning and socialization
� shapers of collective identity and compliance
� deal-makers ensuring credible promises in adversarial situations.
But these principles do not give a complete definition of what constitutes
institutionalism as a trust-enhancing commitment or why it often lacks
support at the global level.
One reason for this has been that it is not so easy to distinguish, in

practice, between an institution and a ‘‘norm’’ of behaviour. It is there-
fore worth recalling the standard definition of multilateralism as the man-
agement of transnational problems with three or more parties making
policy on the basis of a series of acceptable ‘‘generalized principles of
conduct’’.4 These principles are indivisibility, non-discrimination and dif-
fuse reciprocity. It was expected that, over time, decision-making under-
written by these principles would lead to collective trust among players
within an institution. But a key element in the development of trust
must come from the willingness of the institutional hegemon(s) – that is
the strongest member(s) of the institution – to agree to be bound by
these principles.
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It is not sufficient, however, simply to identify the principles inherent in
multilateralism as an institution. It is also necessary to understand the
degree to which they coin the processes and deliver outcomes; the rhetor-
ical prominence of an international organization ( pace the United Na-
tions and APEC) does not always correlate with a high rate of success in
issue-specific problem-solving. The decreasing salience of the principal
multilateral institutions in the late twentieth century has been a factor in
the search for regional solutions to collective problem-solving action
since that time.

It is therefore important to add a fifth dimension to the theoretical and
practical importance of institutions: they also serve as ‘‘social’’ venues
rather than just capsules in which rational action takes place – with re-
gional dialogue forums, for instance, being prominent examples of this.

Observers of regional cooperation in Asia consequently need to recog-
nize the salience of the relationship between institutionalized interaction
on the one hand and the emergence of regional identities and interests on
the other. Strategic action by state actors is important, but such action
must continue to be placed within a wider complex of actors (both state
and non-state) and institutional venues that influence the development of
regionalism.5 It is in this context that the role of institutions, and indeed
institutional theory, is more important than traditionally thought in the
policy dialogue on regionalism that prevailed in Asia prior to the Asian
financial crises.

This is an important theoretical insight that, as yet, has only partially
found its way into the analysis of East Asian regionalism.6 But before
turning to East Asia it is useful to take a look at the theoretical insights
on regionalism and regionalization learned from Europe.

Regionalism and regionalization – Europe as a
reference case

Policy-makers invariably conceptualize regionalism with reference to Eu-
rope. This is especially so where it is seen as a response to globalization.
Whether viewed negatively or positively, the European experience looms
large.7 In fact, the European Union is the paradigmatic case of regional-
ism against which all other regional projects are judged. This dominance
of the European Union on our mental maps imposes an understanding of
regionalism as ‘‘formal institutionalization’’.

Consequently, the oft-repeated characterization of Asian regionalism
as ‘‘loose’’ or ‘‘informal’’ reflects a teleological prejudice informed by
the assumption that ‘‘progress’’ in regional organization is defined in
terms of EU-style institutionalization.
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At the heart of this thinking is the classic ‘‘Balassa’’8 model of Euro-
pean economic integration. Balassa suggested that the logic of accumula-
tion first drives countries to decide to create a free trade area, which is
followed by the creation of common external tariffs and a de facto cus-
toms union. To enhance efficiency further, the third step is the creation
of an internal common market. The cooperation within this common
market, again, would profit from use of a common currency – that is,
monetary integration. And finally, such developments would generate in-
centives for political integration.9
To equate mature regionalism with the creation of supranational

political institutions equivalent to the European Commission, the Euro-
pean Parliament and the European Court of Justice prejudices any judge-
ments we might want to make about the emergence of a world order
based on alternative forms of regional organization and cooperation.
Questioning these assumptions is therefore crucial to any comparative
analysis of the European and East Asian experience.10
Moreover, it is essential to take into account the changed features of

the ‘‘new regionalism’’ which has developed in response to the challenges
of economic globalization.
And finally, for any analysis of regional projects, it is essential to con-

sider the salience of extra-regional relations. Failure to do so was a prin-
cipal deficiency of early theories of integration. It is especially important
to avoid this mistake in the analysis of the East Asian region.

The ‘‘new regionalism’’ as a response to globalization

While early regionalism might have been identified as a ‘‘defensive’’
mechanism to reduce dependence on the international economy, the
‘‘new regionalism’’11 is seen as a forward-moving, proactive mechanism.
It is a means of gaining greater access to global markets, not regional
autarchy. Regionalism is more multidimensional than in the past. Where
the defensive legacies of the earlier phase still remain – among those po-
litical élites sceptical of the unregulated nature of contemporary global
capitalism – this does not imply a growing regional resistance to all ele-
ments of the globalization process. Rather, regionalism can be seen as a
pathway to globalization.
This is a key distinction between current and old explanations for

regional projects. Rather than building (or joining) regional arrange-
ments to enhance independence from the global economy (as was once
the case), many developing states now see regionalism as a measure
to continue participation in it, but within a meso-level comfort zone.
Regional projects are both a facilitator of globalization and a regional
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counter-governance layer in the world political economy. This relation-
ship between regions and neo-liberal economic paradigms and policies
stands at the heart of the new assessments of regionalism and regionali-
zation at the beginning of the twenty-first century.

In this context, simple dichotomies between regionalization and global-
ization, and ‘‘one-size-fits-all’’ explanations for change, are pointless. The
former explicit distinction between de facto and de jure regional activity
is no longer helpful. Rather, the interconnectedness of both processes
should be emphasized. While markets are the key drivers of regionaliza-
tion, state-led initiatives to enhance integration into the global economy
lead to the pursuit of more strongly politico-strategic regional policies.

While this reminds us of Balassa’s four-stage sequence of integration,
East Asia is unlikely, for a range of reasons, to repeat this process.

East Asian regionalism: Adaptation but no adoption of the
European model

The Asian regional experiment in the twenty-first century is, surprisingly,
less trade-led in a regional sense than the European project of the twenti-
eth century. Of course, de facto market-led integration is strong,12 but
such has been the success in liberalizing trade in goods under GATT
that the need to free up trade on a regional basis has become less press-
ing. This is not to suggest that trade is not a motor of growth in East
Asia. It remains so, but it needs to be considered a global activity more
than a regional one, and it is not the only motor of increasing regional
cooperation.13

Monetary cooperation but trade as the main incentive

The financial crises of 1997–1998 highlighted the manner in which dra-
matic increases in deregulated, unrestricted capital mobility can lead
to catastrophic volatility. As a consequence, two compatible trends have
emerged since that time. These are a gradual movement towards en-
hanced monetary cooperation in East Asia on the one hand, and the
growing interest in bilateral trading arrangements on the other (see also
Pempel and Iida in this volume). Several points about regional monetary
policy as an example of emerging institutional cooperation should be
made.14

Development of an East Asian interest in mitigating the prospects of
further financial volatility

Regional dialogue has moved dramatically since the time of the finan-
cial crises of 1997–1998. Before the crises, trade-led regionalism in the
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Asia-Pacific had been driven by the Caucasian members of APEC. For
the United States, APEC clearly ‘‘remains America’s primary vehicle
for advancing both economic cooperation and trade and investment lib-
eralization in the Asia-Pacific region’’.15 For Asian policy-makers, how-
ever, the tangible benefits provided by APEC are limited. Even prior to
9/11, resistance of Asian policy-makers to a strengthened APEC was
caused by their fear of American dominance.16 The manner in which
the United States has treated APEC in the wake of 9/11 has confirmed
such initial Asian perceptions.

Strengthening of bilateral preferential trade arrangements

As one of the consequences, there has been a strengthening of bilateral
preferential trade arrangements (PTAs).17 However, no state pursues
just a bilateral or a multilateral trade policy. The two arms are reinforc-
ing. Bilateral activity should be seen as a complement to other initiatives,
such as the development of an ASEAN Economic Community and
the APT, both of which have different but complementary agendas and
functions.18
Critics of bilateralism argue that such initiatives have the effect of

undermining the wider regional project in East Asia. Intellectual and
technical capability and political will (key components of institution
building) are finite resources that cannot be indefinitely subdivided with-
out diminishing their utility and effectiveness. Enhanced economic coop-
eration and integration at the regional level are a possible outcome of the
trend towards bilateralism, but this is not inevitable; countervailing ten-
dencies and alternative outcomes are possible. We have little or nothing
in the historical or scholarly armoury to make a strong prediction one
way or the other at this stage. The degree to which the positive outcome
might prevail will in part be determined by the success or failure of activ-
ities in other areas of the policy domain and with other putative eco-
nomic initiatives, such as monetary cooperation, where the collective
urge in East Asia is currently stronger.

Strengthening ‘‘East Asian’’ as opposed to ‘‘Asia-Pacific’’ understanding
of regionalism

The debate about ‘‘East Asian’’ cooperation, writ small to mean
ASEAN, continues with discussions about the creation of an ASEAN
Economic Community (AEC) to integrate the activities of the ASEAN
Free Trade Area (AFTA), the ASEAN Framework Agreement on
Services and the ASEAN Investment Agreement.19 But it is at the level
of East Asia – writ large to include ASEAN, the People’s Republic of
China, Japan and South Korea – that a dialogue on how best to mitigate
the kind of volatility experienced during the financial crises of 1997–1998
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developed most rapidly. Notwithstanding the failed attempt to establish
an Asian Monetary Fund (AMF) in 1998, the principle behind the pro-
posal did not die. The regular ASEAN summits were expanded by the
participation of Japan, the PRC and South Korea, the new body being
called ASEAN+3 (or APT).

A driving momentum was recognition of the need to cooperate in the
face of the shared problem of financial volatility. Emanating from this
mode of thinking, recent initiatives which aimed at reducing the distances
between individual national financial markets and exchanges show that
this is a stronger urge than any desire to liberalize trade on a purely re-
gional basis – a clear contrast to the European process.20 The Asian fi-
nancial crises demonstrated to policy élites that there was no consensus
on how to manage the international economic order in the closing stages
of the twentieth and the early stages of the twenty-first centuries.

The crises, however, also opened the way for clearer, less naı̈ve think-
ing about regionalism in East Asia21 and pushed states to think again
about how best to build a regional order capable of preventing financial
crises (or at least competent to deal with crises when they arise).22 Even
if such initiatives languish, the discussions that have taken place indicate
a growing regional self-definition of ‘‘East Asia’’ as a valid economic
space with a discernible political voice. Analytically, this suggests that
such policy initiatives do not arise merely as rational and functional
spill-over. Rather they depend upon an emergent sense of collective
regional identity23 that frames the way in which policy élites respond to
exogenous shocks, as caused for instance by the effects of globalization.

Regional identity building

At this point it is useful first to take a closer look at the role of identity
building in the process of regional institutionalization, and then embed
this discussion in the wider context of the ‘‘new regionalism’’ as a re-
sponse to globalization.24

At a time when the issue of identity has become a challenge to the
extended European Union, the development of an East Asian self-
definition suggests that ‘‘norm-based’’ and identity-stressing influences
have gained in momentum in East Asia.

Collective identity has been understood as a ‘‘bond’’ in the processes
of institutionalization at the national, regional or global level. But in spite
of the high importance ascribed to identity by scholars and practitioners
in international relations, there is as yet no unanimous definition.

The working definition here is that identity involves the rational and/or
emotional (self-)attachment/reference of a person or collective to a group
such as a nation or a region that is being demarcated from others (by the
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person/collective, a third person/collective or the nation or region itself)
because of its ideas and/or goals, values, activities, physical looks, lan-
guage and/or historical experiences.
What are the functions of identity for regional institutionalism and the

process of regionalization?

The function of ‘‘identity’’

With regard to Europe, some important functions of identity were dis-
cussed by Hermann Bausinger as early as 1978. He argued that identity
had only become a focus of attention since identity itself had become a
problem.25 His observations in the 1970s rested on the period of the Hel-
sinki process, when for the first time human rights were acknowledged to
be of major importance for security policy. The discussion on the mean-
ing of human rights centred on Western democratic and Eastern commu-
nist interpretations respectively, and the maintained specific identities
thereby gained a special significance. The respective interpretations of
identity became in fact an instrument of political élites to demarcate
East and West.
The discussion of Asian values and human rights mainly focused on the

quality and efficiency of different development models. The argument
was started by government élites from Singapore and Malaysia who op-
posed the Western understanding of democracy and human rights that
they felt was to be imposed upon their states. (For details on the debate
see the introduction in this volume.) This debate between Western and
Asian élites lasted until the middle of the 1990s and was mainly an inter-
regional discussion. With the beginning of the Asian crisis in July 1997
the discussion came to a halt, because the economic problems removed
the foundation for what had been suggested by the East Asian élites and
believed by many Western discussants.
The deliberate use of the variables ‘‘identity’’ and ‘‘values’’ in such

inter-regional discussions, however, was an important tool for both
inter-regional demarcation and the strengthening of regional unification.
This went along with a rhetorical upgrading of the Asian in-group and
the degrading of the Western out-group, and can be understood as an
additional important indicator of identity building within the process of
regionalization.
A more recent example of a demarcation between an East Asian ‘‘us’’

and a Western, or mainly US, ‘‘other’’ can be found in the shifting per-
ceptions within the framework of APEC. APEC, rather than being a po-
tential instrument for trade liberalization at the Asia-Pacific level, has
come to be seen in large sectors of the policy communities of East Asia
as an additional site at which the United States might promote its own
agendas for capital market liberalization and, since 9/11, a vehicle for
advancing the US security agenda.26 The fear of being on the receiving
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end of asymmetrical agreements in times of low trust in the multilateral
trading system has seen governments in East Asia developing stronger
bilateral strategies, especially in the trading domain. Thus the United
States – while still regarding APEC as the main regional venue in the
Asia-Pacific in both economic and military terms – has actually become
an unwitting exogenous catalyst in the ‘‘East Asianization’’ of the West-
ern Pacific seaboard.

The function of identity in processes of institutionalization

Mead proposed a concept of reflexive identity where the subject and the
object of identification are the same.27 A person (subject) identifies with
a group (object) because of her or his feeling of sharing ideas, goals,
values, physical looks, language, activities and/or history. (An example
could be somebody who perceives him/herself as a human rights activist.)
Such reflexive identity does not develop by itself but in discourse with the
social environment (Mead, emphasis by the author). ASEAN and APT
summits and the more recent East Asian Summits, as any other regional
conferences, offer such social environments.

In terms of the actors involved in this process, it is also important to
keep in mind that there has been an increasing involvement of non-
governmental actors in agenda setting, counselling and monitoring the
results of regional conferences. This may well lead to an even stronger
discourse at the regional level, resulting in the strengthening of self-
identification with the region and perceived regional values.

And, further, when do such identities influence actions? When and
how do they influence the process of regionalization in East Asia?

Identities and actions

The theory of social identity proposes that individuals in specific social
contexts attach themselves to groups with whose members they can iden-
tify. This attachment to a group, however, can change depending on the
situation. Several identities can become relevant in different situations
and settings. They may also compete or clash with each other.

So why is it that in some cases the self-categorization of a group is so
strong, whereas in others it is denied?

An answer is offered by the theory of self-categorization, which postu-
lates that actors compare the differences between the in-group and out-
group and draw the conclusion that the differences within the in-group
are not as strong and costly as compared to those with the out-group(s).

In sum, the identity approach should be of particular value for any
analysis of the future perspectives of Northeast Asian regionalization
and institutionalism. The relationship between the PRC, Japan and the
Republic of Korea, for instance, is coined by several unresolved conflicts
on history, territories, economy, environment and human rights, among
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others (see for instance Berger, Harris, Rozman, Iida, Weiss, Takagi,
Ohta, and Akaha and Ettkins in this volume), that need to be addressed
in order to progress successfully with regional institutionalism. Such ap-
proaches will be framed by those identities coming up, competing or
clashing in different situations and different environments. Among them
the issue of sovereignty will no doubt be vital.

The sovereignty issue

If we look at the European Union, a major purpose of it as an institution
has been to create ‘‘credible commitments’’ among members in areas
where collective-action problem-solving is needed. It has done so via
a pooling and delegation of sovereignty. This is the main difference
between the European Union and other regional integration schemes.
Pooling and delegating sovereign decision-making has created a quasi-
integrated governance system. This system has institutional capacity, a
degree of democratic legitimacy and, through the European Court of
Justice, a substantial legal framework.28 In individual policy areas (for
example, trade and competition policy) Europe has a sophisticated regu-
latory framework that is unequalled at the global level. The European
Union, for all its shortcomings, has managed to instil a spirit of coopera-
tion among a diverse group of member states, showing the benefits of
cooperation for its members and proving that cooperation need not
be zero-sum and can be learned.
In East Asia, in contrast to Europe, the intellectual leap over the more

bounded notions of sovereignty that beset decision-makers in the region
has still to be made. The repressive potential of the state remains consid-
erable, especially given the changing dynamics of international security
post-9/11.
It is therefore unlikely at present that East Asia will follow the Euro-

pean model of ‘‘sovereignty pooling’’. Rather, we are seeing the rise
of what some call ‘‘regulatory regionalism’’29 as state actors develop se-
lective, issue-specific strategies to enhance regional stability and com-
petitiveness in the face of recognized limitations in the institutional
structures of global economic and political management in the late twen-
tieth and early twenty-first centuries. Leadership in and for this process
will be essential.

Regional leadership and regulatory regionalism in East Asia

Leadership is not the same as hegemony; that is, leadership is not just
economic and military preponderance. Leadership can be intellectual
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and inspirational. In the development of the European Union we can
see both kinds of leadership over the life of the organization, pace
the intellectual leadership of figures such as Schuman and Monnet in the
crucial agenda-setting period of the 1950s and the quasi-cooperative
hegemony of France and Germany as the economic core of Europe in
the following era.

From where will the leadership come to take the cooperative dialogue
in East Asia forward at this time? Where are the necessary actors to be
found? What are the structural constraints on actor-based leadership?
Can they be overcome? The leadership and political resolve seen in
Europe in the second half of the twentieth century have yet to emerge
in East Asia. Will the United States play as supportive a role in building
East Asian cooperation in the twenty-first century as it did in building
European cooperation in the twentieth century? Can the PRC and/or
Japan play the role in Asia that Germany and France played in the
evolution of the European Union?

The role of the United States

To talk of regionalism in East Asia without addressing the role of the
United States is to miss the wider context since the Second World War,
especially when compared with its role in the reconstruction of Western
Europe. In historical terms the US role as an exogenous actor in the de-
velopment of a European Community was pivotal.30 Within a Cold War
context, US foreign policy proactively supported the European project.
This is not the contemporary case in East Asia. Beeson argues that one
reason for slower economic cooperation in East Asia has been the con-
straining role played by the United States in the Cold War context.31

Whereas the European Union sprang from a highly successful attempt
to reconstruct Western Europe on a new integrated basis, in East Asia
American foreign policy is having a more ambivalent impact on the re-
gion that is gradually moving it to assume greater autonomy despite,
rather than because of, American policy.

If the Cold War in Europe was centripetal, in East Asia it was centrif-
ugal. For 50 years US policy split the region along ideological lines and
built a structure of bilateral hub-and-spoke relationships between it
and its major East Asian partners that rendered impossible any leader-
ship pretensions of the region’s two major powers. For the second half
of the twentieth century Japan subordinated any leadership ambitions to
its asymmetrical bilateral relationship with the United States. Its rise
to become the world’s second-largest economic power in the 1980s and
1990s was achieved at the expense of its own regional leadership ambi-
tions. The PRC for ideological reasons and Japan for its own particular
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debilitating historical reasons were effectively denied regional leadership
roles. US attitudes towards regional projects are now ambiguous, to say
the least. Thus in the twenty-first century the bilateral strategic architec-
ture of the region is undergoing a process of gradual dismantlement that
requires us to think positively about regional leadership issues, especially
as the relationship between the United States and East Asia becomes
more economically symmetrical.
US GDP in 2003 was only 80 per cent of that of East Asia. East Asia’s

share of total world trade is, at approximately 25 per cent, almost double
that of the United States at 13 per cent. As of 2005, East Asian exports
are double those of the United States; inter-regional trade in East Asia is
strengthening rapidly, and the US share of East Asian export trade has
declined to 25 per cent. Holdings of foreign currency reserves in East
Asia are now more than 20 times those of the United States.32 As a con-
sequence, the ability of the United States to set the regional agenda is be-
coming less convincing than at any time in the last two decades. The
likelihood that it will actively support greater institutional cooperation
in the region should not be taken for granted.33
Of course, quantitative indicators alone are not definitive. East Asia

cannot axiomatically secure enhanced political leverage over the United
States given that ‘‘the region’’ does not formulate policy towards the
United States in a way that reflects any such aggregate interest.
Decision-making resides firmly at the level of the constituent states. The
agenda-setting abilities of the United States far outweigh those of any
single East Asian state. For East Asia to narrow the asymmetry with the
United States, it needs to enhance its collective institutional decision-
making capabilities. For this to occur, endogenous regional leadership
needs to strengthen. How this might be achieved is the most important
regional policy issue for the future.

The leadership issue in and for East Asian cooperation

Japanese and Chinese regional leadership aspirations continue to grow,
and the discursive practices of regionalization in East Asia continue to
evolve in a non-trivial manner. Consider the endeavour to develop en-
hanced monetary cooperation, especially since the Chiang Mai Initiative,
as the major exercise in regional cooperation in the twenty-first century.
In this initiative we see, in contrast to the development of APEC, a posi-
tion where both the Japanese and the Chinese are supportive of this re-
gional project. For sure, they are not engaged in coordination of their
foreign policies, but both powers recognize that the agenda for enhanced
monetary policy coordination can be supported, comfortable in the
knowledge that it is a positive-sum, not zero-sum, game. This suggests
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that where Japanese and Chinese interests coalesce, this can be a force
for regional cooperation. How the relationship between the PRC and
the rest of the region plays out is the long-run key to security, coopera-
tion and institution building in East Asia.

This issue is best approached by posing a question: ‘‘Do increased
wealth and power lead to greater cooperation or greater competition?’’
A perennial question of international relations, it is central to the rela-
tionship between the PRC and Japan. The evolution of their respective
economies, over the last two decades at least, has been complementary
rather than competitive.34 Longer term, however, it is likely that the eco-
nomic relationship will become increasingly competitive (both bilaterally
and with the United States), especially in the search for energy and other
resources. Moreover, there are also still strong residual nationalistic
antagonisms between the two countries. While Aaron Friedberg’s sugges-
tion that the region is ‘‘ripe for rivalry’’35 could be countered by Pem-
pel’s more recent cogent suggestion that the region could just as easily
be ‘‘ripe for cooperation’’,36 how it turns out will depend on how the re-
gional conversation is managed in the coming decades.

The worst-case scenario

In a worst-case scenario, contemporary strains in the relationships be-
tween the regional great powers are seen as fundamentally irresolvable.
There are two factors that we might anticipate in this scenario.

The unwillingness of policy-makers to distance Japan sufficiently from
the atrocities of the Second World War persists, and remains unaccept-
able to the rest of the region. In a way that has long ceased to be the
case in Germany’s relationships with the rest of Europe, these historical
roots continue to cast long policy shadows over Japan’s relationships
within the region (see Berger in this volume).

A conflictual rather than a peaceful outcome to the increasing contest
for energy supplies among the United States and the PRC (and Japan)
may become more likely. Demand in these countries and in the region
in general (not to mention India) will grow rapidly. Provided the in-
creased pressure is ‘‘lateral’’, bringing on gradual structural reform of
the system rather than provoking confrontation between the hegemon
and the rising great powers, there is hope for a non-conflictual outcome
(see Harris in this volume).

The worst-case scenario also assumes certain courses of action by the
United States regarding greater regional economic cooperation in East
Asia. Successful economic integration in Asia today by the PRC (more
so than Japan) is a challenge to US competitiveness (and for some ana-
lysts its security). Indeed, Asian regionalism is seen by much of the cur-
rent US policy community as just a vehicle for China’s ambitions. The
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Sino-US relationship does not have to be zero-sum,37 but how the United
States takes it forward is still to be determined.38

The best-case scenario

Thinking more positively, there is an alternative, more favourable sce-
nario that can be developed around the rise of regulatory regionalism.
The key elements are enhanced regional economic dialogue and interac-
tion both among the states of Northeast Asia (the PRC, Japan and South
Korea) and between them and the states of Southeast Asia through the
development of the APT process.
In a best-case scenario, a regulatory regionalism will develop that links

national and global understandings of regulation via the region at a
‘‘meso’’ level. It is a multilevel exercise reflecting several trends.
� Policy coordination to mitigate risk at the regional level is delegated
to the state. It is sovereignty-enhancing, with a strong relationship
between state form, the global economic and political orders and the
emerging regional governance. Compromise is inevitable if the tension
between nationalism and regionalism is not to jeopardize the coopera-
tive endeavour.

� The meshing of multilevel processes of regulation reinforces con-
nections between the international institutions (especially the IMF
and the World Bank) and regional institutions such as the Asian
Development Bank (ADB) and the emerging instruments of regional
regulation such as the ASEAN surveillance process (ASP) and the
regularized meetings of regional central bankers.
The transmission of internationally agreed codes, emanating from the

perceived best practice of international institutions, helps enforce market
standards.39 The key to regulatory regionalism is closer integration
through the development of common, but nationally driven, ‘‘regulatory’’
action. This carries fewer negative connotations for sovereignty and re-
gime autonomy than regional institution building. Institution building
throughout the pre-crisis days in East Asia carried with it the implica-
tions of sovereignty pooling of the European Cartesian legal formalist va-
riety that alarmed Asian regional élites. Regulatory regionalism in Asia
carries no such implications. While it reflects a different understanding
of regionalism to that which prevails in Europe, it nevertheless demon-
strates a greater interest in the development of regional institutions and
inter-regional relationships to enhance collective-action problem-solving
under conditions of globalization than is found in contemporary US
foreign economic policy. While the growth of bilateral initiatives may be
suboptimal in terms of pure economic theory, they should not cause
alarm if they lead to competitive liberalization, domestic reform and en-
hanced regional knowledge and transparency. This is the positive gloss
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that might be put on the ‘‘Sino-Japanese FTA race’’.40 When looked at
collectively the processes in train in East Asia may actually represent a
more systematic package of regional governance activities than would at
first sight appear to be the case. The APT process is being institutional-
ized through the evolution of an overlapping multidimensional process of
regional conference diplomacy strengthening and creating links between
the states of Northeast and Southeast Asia.41

The regional discourse

Of course, the future of the regional discourse is dependent on both the
Japanese and the Chinese; especially the willingness of the PRC to con-
tinue its new-found regional cooperative economic role that has devel-
oped since 1997. If this continues in a positive way and trust can be built
in the region between the major actors, then regionalism will grow as
an important meso-level expression of the desire to optimize sovereign
decision-making by states confronting the rigours of global competition.
If Japanese and Chinese instrumental interests can be privileged over
their cognitive differences, this could be a massively powerful force for re-
gional cooperation in East Asia. The extent to which either major player
is committed remains problematic, and for both, but especially Japan, it is
in part a function of their relationship with the United States. Japan re-
mains a reluctant regional institutionalist, and the United States does
nothing to dissuade it from that position.

These alternative scenarios are not merely determined regionally.
They need to be located in the wider discussion of globalization and re-
gionalization in the early twenty-first century. There is a general principle
that we can draw about power and regionalism from a comparative dis-
cussion of Europe and Asia. Again, it is better put as a question than of-
fered as an assertion. ‘‘Is it likely that we are entering an era where large
sections of the global community look less to the major multilateral
institutions – so much the playthings of the major powers – as vehicles
for collective-action problem-solving and more towards the development
of regional activities and communities?’’ If so, then the growing salience
of the regional dialogue is a positive trend in international relations in
general and in East Asia in particular.

Regionalism is an effort to transcend a unipolar world in which the
United States is reluctant, in contrast to times past, to engage as an ‘‘al-
truistic’’, as opposed to a ‘‘selfish’’, hegemon. To this extent, although
this is not the intended outcome, contemporary US foreign policy can
act as a catalyst to regional consolidation in Asia. Taken to extremes, it
is not impossible to envisage a situation in which the world does become
more multipolar, in the sense that the United States becomes somewhat
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less salient as an actor in the activities of other regions. That we can even
raise this proposition is testament to the magnitude of change that has
taken place in thinking about the strength of the glue holding contempo-
rary global order together in the early twenty-first century.
None of this should allow us to underestimate the continuing power

and influence of the United States in East Asia. A growing Asian rhetor-
ical resistance to US policy in the region should not cause us to neglect
the residual and still strong structural influences from the United States
– what Nye would call ‘‘soft power’’42 – and especially a shared support
for the broad neo-liberal economic agenda. Moreover, for most states
of the region, notwithstanding the increasing role of China, the United
States remains the major bilateral relationship, even though for many of
them it is not an easy one; indeed, the second Bush administration has
been the most self-regarding US administration any Asian post-colonial
leaders have known.

Conclusion: Towards regulatory regionalism in East Asia
in the twenty-first century

Both the practice and the theory of regionalism are undergoing a period
of significant change. The key element has been a shift from a Cold War
to a post–Cold War/globalization era. During the Cold War, regional
theory was statist, European-influenced and stressed intergovernmental
bargains. In the era of globalization it has become more complex, multi-
dimensional and, despite the increased salience of security issues post-
9/11, still primarily economically focused. In the first era, the ‘‘economic’’
and the ‘‘political’’ were largely treated as separate issue areas for inves-
tigation and action. In the second era, politics and economics are more
clearly linked. In addition, as the relationship between state authority
and market power becomes fuzzier, the state is joined by a series of other
significant non-state actors in the practice of regionalism.
The early Balassa model, based on a reading of the evolution of the

European Union, no longer stands scrutiny in the context of globaliza-
tion. Guarding against the volatility and erratic mobility of capital is in
many ways now a factor of as great, if not greater, regional concern than
guaranteeing the openness of the trade regime. Balassa-style theory pays
insufficient attention to the possibility of different routes to, or different
agendas for, regional cooperation. It is also silent on the significance of
socio-cultural factors, especially the role of identity and norms in region
building. In this sense, the contemporary discussion in East Asia illus-
trates the differences between the two eras and two approaches to theo-
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rizing, and offers us an alternative reading of regionalism in a wider
global context.

East Asia is a region of economic experimentation. The glue of region-
alism at the level of the Asia-Pacific – embodied in APEC – has come
unstuck since the time of the Asian financial crisis. Events post-9/11 ex-
acerbated this trend. Moreover, Asian policy communities have learned
that globalization and regionalization are not mutually exclusive activ-
ities, but rather exist in a dialectical relationship. Regionalism is not an
alternative to globalization. Following this logic allows us to explain the
emergence of a multiplicity of policy responses to recent economic issues
in the Asia-Pacific.

The regionalism we see in East Asia in the twenty-first century is
not regional cooperation with a strong European intellectual pedigree.
Rather it is a ‘‘regulatory regionalism’’ that links national and global
understandings of regulation via the intermediary level. This regulatory
urge is not simply restricted to trade. Indeed, it is in the area of monetary
regionalism that it is advancing most rapidly. In discursive terms, ‘‘re-
gional regulation’’ carries fewer negative connotations for sovereignty
and regime autonomy than ‘‘regional institution building’’.

In the absence of consolidating global structures of economic gover-
nance we must expect policy-makers to explore regional alternatives.
Traditional state-centric, power-politics approaches to the management
of the world order under conditions of economic globalization persist,
but they are becoming less salient. More diffuse networked understand-
ings of power, with loosely institutionalized regulatory actions providing
a modus operandi for cooperation, are becoming increasingly attractive.

In this context, the role of institutional capacity – especially institutions
as transaction cost reducers and vehicles for the enhancement of trans-
parency and norm compliance (but not sovereignty pooling) – casts in-
creasingly long policy shadows over current regional activities in East
Asia. It is here that the current discourse on regionalism (and multilevel
governance) offers the bones of an alternative model. The European ex-
perience, or that of the multilateral international organizations, is not
simply an ‘‘off-the-shelf’’ export model. Some key elements, especially
those of a sovereignty-pooling nature, will be resisted. But other ele-
ments will be adjusted and/or localized in a specifically East Asian fash-
ion. The degree to which East Asia can develop institutional capacity in
the absence of some sovereignty pooling is the key research and policy
question for the future. Meso-level regulatory regionalism can enhance
cooperation only so far. East Asian regionalism will not mirror the Euro-
pean institutionalism of the second half of the twentieth century, but nei-
ther will it be trivial.
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3

Normative regionalism in East Asia

Baogang He

Normative regionalism has been largely overlooked and ignored; and
normative questions concerning regionalization are deemed unimportant,
idealist and irrelevant to Asia. This is mainly due to the domination of
realism, pragmatism and functional approaches, thus inhibiting the sub-
stantial progress of regionalism in East Asia. It is time that scholars and
policy-makers take normative orders of regionalism seriously.

This chapter examines the state of normative regionalism and its im-
pact in East Asia through an overview of the historical evolution of the
concept of regionalism, the meanings of and variations in Asian regional-
ism, and the impact of all these on regional cooperation in East Asia.
It examines the old pan-Asianism, the advocacy of ‘‘re-Asianization’’ in
Japan, Mahathir’s idea of neo-Asianism in Malaysia and the ideas of
regionalism developed in Korea and China. This examination provides the
basis for a discussion of the normative order of East Asian regionalism
by addressing a set of questions concerning national sovereignty, nation-
alism, democracy and regional identities.

In particular, this chapter will examine how Asian nationalist and sta-
tist normative thinking influences various ideas of regionalism and con-
strains the development of genuine regionalism in East Asia.

Normative regionalism

Four approaches to regionalism have been summarized in the preceding
chapter (see Higgott and Timmermann in this volume).

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann
and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8
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� De facto regionalism is concerned with informal, market-led economic
integration and takes a rationalist-economic analytical orientation.

� De jure regionalism is about formal, rule-governed, state-led institu-
tional cooperation, and takes a legal-political analytical orientation.

� Instrumental regionalism focuses on identifying the interest to be
gained by the development of a common policy towards third parties
in a given topic area.

� Cognitive regionalism builds on shared cultural, historical and emo-
tional affiliations that distinguish ‘‘insiders’’ from ‘‘outsiders’’.
While these four stances are comprehensive enough to cover almost all

approaches to regionalism, there is still room to add another substantial
approach: namely, normative regionalism that focuses on shared values
and provides conflict-resolution mechanisms. Normative regionalism is
extremely important, for four reasons.
First, any regionalization involves substantial changes in normative

thinking and behaviour (particularly in adjusting national norms and es-
tablishing regional identities and values). If regionalization is possible in
East Asia, the development of regional norms and values is an essential
precondition.
Second, normative regionalism has constructive roles to play in guiding

directions, providing visions and setting up the principles of organizing
and creating a regional community.
Third, normative regionalism is required because of the insufficiency

and inadequacy of instrumental or functional regionalism. Economic
trade and cooperation have been an engine of Asian regionalism. Func-
tional regionalism, however, is limited to a few selected areas and is
based on the calculation of economic interests. It is unstable and has an
inherent limitation in developing effective and good governance on a re-
gional basis. Shared values are essential for solid normative regionalism.
A fourth reason for normative regionalism is the challenge of the EU

normative model for East Asia. Do the European practice of regionalism
and its normative assumptions provide a successful model for East Asia?
Is the application of EU standards appropriate for East Asia?
The state of normative regionalism and its impact in East Asia will be

analysed through an examination of Asian ideas of regionalism and their
associated normative assumptions.

Japan’s ideas of Asianism

As early as 1916, Odera Kenkichi (1878–1949) elaborated the idea of
Greater Asianism as a tool of racial unity to confront the White Peril.1
Pan-Asianism held the view that East Asians are of the same yellow
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race, in opposition to the white race, and that Japanese, Chinese and
Koreans should unify to establish a new order and an East Asian Co-
Prosperity Sphere. Rin Kaito, a publicist, called for a spirit of Japanese
pan-Asianism: ‘‘For over a century-and-a-half, the Asiatics have been
pressed down by the Whites and subjected to Western tyranny. But
Japan, after defeating Russia, has aroused the sleeping Asiatics to shake
off the Western tyranny and torture.’’2

The idea became increasingly popular. Major-General Kenji Doihara,
who had the reputation of being one of Japan’s most astute military dip-
lomats and experts on the Asian mainland, was an avowed advocate of
pan-Asianism. The doctrine of ‘‘Asia for the Asiatics’’, according to Doi-
hara in an issue of Dai Asia Shugi (a magazine devoted to expounding
pan-Asian ideas), ‘‘is based on the supreme principle that Asia must be
safe-guarded and maintained by Asiatics’’.3 In other words, the Occiden-
tals should go – from China, first of all, and then from the Dutch East
Indies, the Philippines, India and other parts of Asia. Under the condi-
tions at that time, however, ‘‘Asia for the Asiatics’’ was in practice synony-
mous with ‘‘Japan over Asia’’, or Japanese supremacy in Asia through
the withdrawal of the influence of the West.4

General Iwane Matsui also described ‘‘an Asiatic League of Nations’’
as one of the ideals of his organization. He declared that pan-Asianism
had won followers in China, India, French Indo-China, the Philippines
and Afghanistan.5 On 3 November 1938 Japanese Prime Minister
Konoye Fumimaro proclaimed a New Order in East Asia, and on 1 August
1940 Japanese Foreign Minister Matsuoka Yosuke made public the con-
cept of a Greater East Asia Co-Prosperity Sphere.

If pan-Asianism took the form of religious spirit and non-violence in
India, it assumed a military and violent form in Japan. This difference
was reflected in the different understandings of ‘‘spirit’’, which the Japa-
nese usually thought of as bushido, or the martial ethos of the samurai
warrior class that had dominated Japanese society until its class privileges
were abolished in the late nineteenth century. The businessman Kuni-
hiko Okura, for example, defines the ‘‘national spirit’’ as complete loy-
alty to the state and all its activities: ‘‘The Japanese Spirit consists in
realizing the glory of being a subject of the Emperor.’’6

Military pan-Asianism contributed to Japan’s drive for expansion. Jap-
anese pan-Asianism justified the war against Korea and China by sug-
gesting that the objective was to safeguard the ‘‘Japanese spirit that we
have cultivated for thousands of years’’ against the threat of communism.
For Okura, it was the war of ‘‘Asia’’ with ‘‘each person of the country
doing his own bit for the realization of idealism’’ and, as a result of the
war, the Japanese had grown ‘‘spiritually strong and true’’.7

Re-evaluation of the Greater East Asia Co-Prosperity Sphere began
in the early 1950s, and continued through the 1960s and into the 1990s.
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Kobori Keiichi, a professor at Tokyo University, believed that there
would come a time to return to the idea of pan-Asianism. Former Japa-
nese Prime Minister Takeshita expressed his affirmative view of the
Greater East Asia War. Although the idea of pan-Asianism is not likely
to have much impact on Japanese policy, the idea lies beneath the surface
of popular consciousness like an unexploded bomb.8 An increasing num-
ber of Japanese scholars have identified a ‘‘re-Asianization’’ of both
Japan and the region. Increasingly it is argued that a shared set of values,
which include respect for personal relationships, cooperation, balance,
harmony and non-contentious consensus building, signify an emerging
sense of pan-Asianess.
The economic dynamism of the Pacific-Asian region and the end of the

Cold War facilitated a search for a new conception of regionalism. The
‘‘new Asianism’’ was promoted mostly by economic rather than geopolit-
ical élites. Kobayashi Yotaro, the president of Fuji Xerox, encouraged
his country to undergo ‘‘re-Asianization’’.9 Japan’s Economic Planning
Agency identified Japan, the NIEs and ASEAN as potential forces to
form one organic unit, and called for the formation of a regional organi-
zation.10 Under the Hashimoto cabinet, the ASEAN-Japan Multina-
tional Cultural Mission was established to create a contemporary Asian
culture.11 Toshio Watanabe, an economist at the Tokyo Institute of
Technology, points out that ‘‘Japan’s new nationalism is real, and it is in-
timately linked with Asianism’’.12
This new Asianism has cultural normative implications and represents

Asian culture as a counterpoint to Western culture. Shintaro Ishihara, a
Japanese parliament member between 1968 and 1995 and author of The
Japan That Can Say No, asserts:

The end of East–West ideological conflict has finally enabled Japan to start to
disengage from the West. Given the historical forces at work, our sojourn was
unavoidable, but now we must free ourselves from delusions fostered by the
Cold War. We can begin with self-awareness. Under the Japan-US mutual se-
curity treaty, the Self-Defense Forces are a battalion on call to the Pentagon.
Japanese are Asians related to this region by blood and culture, and Japan is
an Asian country.13

In December 1990 the Malaysian Prime Minister Mohamad Mahathir,
in his first proposal for an East Asian Economic Group (EAEG), which
subsequently became the East Asian Economic Caucus (EAEC), gave
Japan the prominent role of being the ‘‘voice of Asia’’ in the G7 meet-
ings.14 Such a role would enhance Japan’s international position and con-
tribute to its independence from the United States.
Japan has been ambivalent about the EAEC. It was constrained by

US policy and did not have full autonomy on regional issues. Since the
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United States rejected the EAEC and supported APEC, Japanese Prime
Ministers Miyazawa, Hosokawa, Hata and Murayama have placed the
highest priority on multilateral forums that included the United States
and promoted ‘‘open regionalism’’. In February 2002 Japanese Prime
Minister Junichiro Koizumi proposed an open regional partnership with
Southeast Asia, China, South Korea, Australia and New Zealand, there-
by making ASEAN+5 practically no different from APEC.

Malaysian ideas of regionalism

Malaysia initiated the Association of Southeast Asia in 1959, and Maphi-
lindo (Malaya, Philippines, Indonesia) in 1963. Although both organi-
zations disintegrated, they were illustrative of Malaysia’s attempts at
regional coalition building. At present, Malaysia participates in two
major regional organizations: the Association of Southeast Asian Nations
(ASEAN) and the ASEAN Regional Forum (ARF).

The ARF provides an important security forum for Malaysia. It illus-
trates the fact that ‘‘the states of East Asia are viewing their security in-
creasingly in regional, rather than global, terms, as the region becomes
ever more distinct as a differentiated security complex’’.15

Mahathir’s proposal of the EAEC in 1990 was the boldest and most as-
sertive attempt to build an exclusive Asian regional bloc. It provided an
‘‘Asian-only’’ alternative to APEC: Malaysia criticizes APEC as being
too large to be effective and dominated by Australia and the United
States.

The EAEC was also designed to act as a counterweight to the power-
ful, competing organizations of NAFTA and the European Union. Maha-
thir said, ‘‘We think the EAEC will prevent domination of world trade by
any one bloc, enhance East Asian prosperity, and contribute to regional
stability and peace.’’16 He stressed Asia’s own regionalism, indepen-
dence and dignity. His proposal was a significant indication that some
Asian countries increasingly wish to be seen as a single, coherent re-
gion.17

His version of Asianism implicitly or explicitly adopts the doctrine of
defending traditional culture and resisting the penetration of Western
culture, and had a strong anti-US element. It even implied that Australia,
if it wanted to be a part of Asia, must not follow the policies of the
United States.18

Mahathir’s proposal deliberately excluded the United States, which
supports APEC. In turn, the United States has marginalized the EAEC
project and prevented an East Asian economic ‘‘bloc’’ from emerg-
ing. The proposal thus not only overlooked the overlapping patterns of
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economic development in the late twentieth century, but also the reluc-
tance of East Asian states to exclude important trading partners such
as the United States from regional organizations. Moreover, East Asian
security relies heavily on the United States; China and Japan have felt
more comfortable with Western countries than with each other; and
Southeast Asian countries are worried about Japan-led regionalism.
On the whole, the EAEC has not developed into an institution, and

has not gained the approval of as many countries as Mahathir wished.
Nevertheless, its putative membership has emerged as ‘‘ASEAN Plus
Three’’ (China, Japan and the ROK) and it has reinforced regional coun-
tries’ affinity with, and commitment to, the concept of East Asia – albeit
without creating a political and ideological identity.19

Korean ideas of regionalism

In line with Mahathir’s position, Koo Jong-suh proposes a Korean ver-
sion of pan-Asianism for the primacy of East Asia. He argues that the
current unipolar system, with the United States at its apex, will be re-
placed by a multipolar system wherein East Asia, Western Europe and
North America will share international hegemony. He even imagines
that a global order could be dominated by East Asia at the end of the
twenty-first century. For such a grand agenda, Koo suggests that a pan-
Asianist movement should take a fresh approach, with Korea’s mission
being to build a Northeast Asian community of cooperation.20
Ahn Byung-joon from Yonsei University does not favour Malaysia’s

re-Asianization approach. He argues that ‘‘re-Asianization’’ actually
means ‘‘de-Westernizing’’ Asia, or ‘‘de-Americanization’’, and that South
Korea has supported the Pacific view of open regionalism as a counter-
balance to the more conservative assertions of Asianism. Ahn suggests
that the United States, Japan, China and other actors should share lead-
ership in facilitating regional cooperation, with Japan taking a leadership
role in economic regionalism and the United States taking a lead in secu-
rity regionalism.21
Rhee Sang-woo from Sogang University discourages the competition

between China and Japan for hegemony in East Asia, and welcomes the
formation of a new Asian community based on cooperation. In his con-
ception of a new order for an East Asian Community, he suggests that
China and Japan should build an economic community through integrat-
ing their economies, developing a joint security system, promoting cul-
tural exchange and developing a new East Asian culture.22
In pursuing EU-style economic integration, Chang-Jae Lee, director of

the Center for Regional Economic Studies at the Korea Institute for
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International Economic Policy (KIEP), suggests that the Korean govern-
ment should propose the formation of a Council for Northeast Asian
Economic Cooperation to discuss economic cooperation and major eco-
nomic issues among China, Japan and South Korea.23 In Singapore, on
27 November 2000, President Kim Dae-jung proposed that the current
ASEAN+3 be transformed into an East Asian Summit that would even-
tually develop into an economic community, leading to Northeast Asian
economic regionalism.24

Churl-Jin Suk proposes that China, Japan and South Korea should im-
itate the European integration model to overcome their unpleasant his-
tory by establishing a prospective East Asian Community. He suggests
that these three countries should establish regional goals based on com-
mon ideas and develop a sense of community in East Asia through cul-
tural exchange among the younger generation and knowledge-based
information exchange. Additionally, he says that East Asia should de-
velop regional security cooperation, like NATO, to implement common
foreign and security policy.25

Chinese ideas of regionalism

Mahathir tabled his EAEG proposal during a meeting with the then
Chinese Premier, Li Peng, in 1991. In the face of Chinese opposition,
the idea of including Chinese Taipei was dropped.26 Although Chinese
leaders such as Li Peng and President Jiang Zemin supported the
EAEG,27 China, which has to balance its relationship with the United
States, did not endorse Mahathir’s exclusive regionalism against the
United States.

China has been reluctant to accept Asian multilateralism. It was not
a founding member of APEC, and it initially opposed the concept of a
‘‘Pacific Community’’. China was also reluctant to engage in multilateral
security dialogue such as through the ARF. For China, however, the po-
litical costs of non-participation in the ARF are large: ‘‘China will find it
far more difficult to spurn US initiatives to define a set of ‘rules of accept-
able behaviour’ if these rules are institutionalized through the ASEAN
Regional Forum.’’28 Although its position on the ARF has warmed up,
China still wants the forum to remain a consultative body rather than
for it to develop as a mechanism for conflict resolution.

Regionalism, however, is a recent phenomenon in China. It does not
have a larger view of regional development and cooperation. Chinese
intellectuals seldom talk about great visions of regionalism or, if they
do, they tend to criticize pan-Asianism or neo-Asianism.29 Instead, they
more often speak of ‘‘Greater China’’.30
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Unlike the middle powers of Malaysia and South Korea, China’s status
as a big country and big power in Asia reduces its incentive to establish
regionalism for its survival and influence. The domination of Chinese
nationalist discourse gives little room for genuine regionalism; rather,
regionalism is used as a tool to build the Chinese nation-state. Chinese
nationalist grievances about historical humiliations make it difficult to ac-
cept multilateral cooperation with Japan.31 The self-perceived centrality
of China in its long history creates a psychological barrier for the Beijing
leadership to get out of a China-centric framework to embrace regional-
ism and grasp and meet any peripheral challenges.32 China’s tribute sys-
tem consisted of a series of bilateral relations, thus it lacks experience
of multilateral diplomacy. Confucian diplomacy tended to take interna-
tional relations as interpersonal rather than inter-state.33 All these fac-
tors have hindered China’s role in developing regionalism.
Nevertheless, Chinese cultural attitudes and values are changing. Pro-

fessor Zhang Xizhen of Beijing University has argued that China should
support Japan in playing a leading role, and that Japan and China should
be the core nations in building East Asian regionalism. They can check
and balance each other, and prevent the formation of hegemony in the
region. Equally Professor Liang Yunxiang, also of Beijing University,
suggests that China and Japan could find common interest with the con-
struction of Japan- and China-led East Asian regionalism.34

Normative order of Asian regionalism

Diversities and differences still overshadow the development of an East
Asian regional identity. East Asians may agree on peace, coexistence,
prosperity and progress, but they disagree, for instance, on human rights
and democracy. The above discussions of Asian ideas reflect a normative
order of East Asian regionalism with several features: democracy is not a
normative value for regional organizations; national sovereignty should
not be sacrificed for a regional order; and Asian regionalism is a process
of an élite-led, market-driven and ideologically biased movement against
the West.
These Asian normative ideas have informed and affected regionaliza-

tion in East Asia, as illustrated by the developments in Asian inter-
governmental forums like the ASEAN Free Trade Area and the ARF,
and informal networks between non-governmental organizations. Such
forums have increasingly assumed and promoted shared economic, polit-
ical, social and cultural agendas. But are there any prospects for a norma-
tive development towards the acceptance of pooling sovereignty, as seen
in the case of Europe?
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Pooling of sovereignty and unanimity

In the maturation process of the European Union, nation-states have
pooled their sovereignty in certain areas to form a great union. Such
sacrifice of national sovereignty is a new normative order for the greater
unification of the EU member countries.

The development of East Asian regionalism reveals a completely dif-
ferent order. Rather then pooling sovereignty, national sovereignty has
been strengthened in the process. From the beginning, East Asian re-
gionalism has been based on respect for and consolidation of national
sovereignty. The mutual recognition of national sovereignty and the
statist emphasis on the principle of non-intervention have been pre-
requisites for joining ASEAN, as evidenced by the Treaty of Amity and
Cooperation (1976).

In the early stage of development of East Asian regionalism, the con-
solidation of national sovereignty was an attractive incentive to encour-
age national leaders to support and push regionalism. Any early attempt
to sacrifice national sovereignty would have caused panic among these
leaders and invited resistance to regional integration. The pooling of sov-
ereignty would therefore be an option only at a much later stage.

Whereas the European Community inspired the leaders of Southeast
Asia to emulate European integration in the 1950s through to the 1970s,
in the 1980s Southeast Asian leaders realized that the concept of Euro-
pean integration meant a partial transfer of sovereignty and a strong
institutional framework. They stressed that ASEAN never intended to
follow the example of European integration.35

Their colonial past has made East Asian states sensitive to relinquish-
ing any degree of national sovereignty, and, given their current weak po-
sition in world politics, sovereignty is seen as necessary to prevent foreign
powers from intervening in their domestic affairs. In this historical and
political context, most leaders in East Asia are reluctant to initiate or ac-
cept regional cooperation.

Asian consensus (or unanimous decision-making) has been another
main principle in Asian regional cooperation. Unanimity guarantees that
a nation-state could block regional decisions in safeguarding its sover-
eignty and defending its political fate, but such a process of decision-
making is slow and consensus almost impossible to achieve.

This strong commitment to national sovereignty and the rule of un-
animity has prevented ASEAN, for example, from developing an effec-
tive regional response to regional environmental problems,36 the Asian
economic crisis and the East Timor crisis. Realizing that the rule of un-
animity no longer works, the notion of ‘‘flexible consensus’’ and the idea
of ‘‘concerted unilateralism’’ were proposed.37
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Nationalism: Driving force for East Asian regionalism

The development of Asian regionalism did not begin with reducing na-
tional sovereignty, but with supporting it.
East Asian regionalism, moreover, needs to be understood in the con-

text of nationalism. In fact, the key to understanding Asian regionalism
lies in nation-states. The core element of Asian regionalism is the central-
ity of the nation-state. While regionalism is an application instrumental
to nation building, nationalism is always of the essence. Asian nation-
states are the driving forces for regional development, as in the case of
the competition between Japan and China which led to the rapid devel-
opment of a regional free trade proposal, agreement and implementation
from March 2001. East Asian countries support regionalism for national
interests and issues of state power. Asian regionalism never significantly
challenges the nation-state system. Respecting and strengthening na-
tional identity will be the key to the success of any project of regionalism.
Gilbert Rozman, who examines flawed strategies of regionalism in

Northeast Asia, strongly argues that nationalism stands in the way of
East Asian regionalism.38 Indeed, nationalism seems to be fundamen-
tally antithetical to the creation of a regional polity and has little sympa-
thy for regional identities. It can therefore be regarded as a significant
obstacle to the promotion of genuine regionalism.
An East Asian, however, might hold a different view, and might make

a distinction between several types of nationalism. While an inward-
looking, narrow and irrational nationalism is dangerous and constitutes
an obstacle to regionalism, an outward-looking, rational and legitimate
nationalism is concerned with national status and interest. Such a consid-
eration, taken seriously by nationalists, is the norm in the practice of East
Asian regionalism and constitutes a positive force for regionalism. This
kind of nationalism is perfectly compatible with East Asian regionalism
because such regionalism clearly demonstrates a different normative
logic of development.
Consequently, East Asian regionalism is a process of intergovernmen-

tal collaboration on a geographically limited basis. It involves no more
than regional material exchange, free trade agreements and a security
dialogue among countries, with no intellectual or political commitment
to a greater union.
Mahathir, for instance, proposed the EAEC idea in order to promote

Malay nationalism. He played an assertive role in voicing Malaysian
views in the international arena and successfully raised the country’s in-
ternational profile.39
Malaysia as a ‘‘middle power’’ has to build up partnerships with its

neighbours of similar size in order to increase its influence. The growing
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regional consciousness and continued enmity between the region’s great
powers suggest the construction of a multilateral regional political associ-
ation centred on the small and medium powers, and drawing the great
powers into a framework of voluntary restraint. The aim is to increase
the voice of small and middle states in international affairs. Regionalism
gives the smaller countries or middle-power states a say in the nature of
the regional arrangement and its strategic organization.

Another example is China’s attempt to constrain Chinese Taipei
through regional organizations. Beijing’s proposed FTA between China
and ASEAN excluded Chinese Taipei (by contrast, Chinese Taipei is a
member of APEC). Economically, Chinese Taipei is an indispensable
member of an East Asia Free Trade Agreement.40

The question of Chinese Taipei, however, poses a significant challenge
to East Asian regionalism. Chinese Taipei demands regional membership
in its own right, but Beijing sees it only as being a part of China. If na-
tionalism seems to be compatible with regionalism in Southeast Asia, it
certainly contradicts regionalism in Northeast Asia, as evidenced by the
Chinese Taipei membership question.

Democracy and regionalism

The European Union has required democracy as a necessary precondi-
tion for its members. Thus, EU expansion has been a process of spread-
ing democracy in Europe. The entry of Turkey into the European Union
has been delayed largely due to its regime system (and, to some de-
gree, its Islamic culture). Western commentators have consequently
suggested that the expansion of ASEAN should take a democracy re-
quirement seriously. ASEAN, however, against heavy criticism, admitted
a military-dominated Myanmar as its newest member in 1997 and fos-
tered regional relations with the authoritarian state of China.

Asian pragmatism thereby won out over normative requirements in
order to push East Asian regionalism. Mainland China, North Korea,
Viet Nam and Myanmar have not been democratized, Singapore, Malay-
sia and Cambodia have only an electoral form of democracy. This uneven
political development has ruled out a democracy requirement for East
Asian regionalism. One also needs to bear in mind that East Asian de-
mocratization only started in the Philippines, South Korea and Chinese
Taipei in the 1980s, and in Indonesia in the 1990s, while most EU states
have been democratized for decades.

In addition, historical legacies can play a more important role in the
development of regional cooperation than the nature of the political re-
gime. Japan and South Korea are both democracies, but their conflict
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over the history textbook issue has substantially inhibited the develop-
ment of regionalism in Northeast Asia (see Berger in this volume).
Nevertheless, East Asian regionalism has incorporated the idea of de-

mocracy in recent years. The year 2005 was a watershed in the history of
East Asian regionalism. The Kuala Lumpur Declaration on the Estab-
lishment of the ASEAN Charter embodied the first written requirement
for the promotion of democracy and human rights, and obligations for
transparency, good governance and strengthening democratic institu-
tions. It was signed at the Thirteenth ASEAN Summit in Singapore in
November 2007.
The ASEAN way is strikingly state-centric, but the statist norm has

increasingly been challenged by networks of non-governmental organiza-
tions that have advocated the principle of ‘‘people-hood’’, or a people-
centric approach to regionalism. In order to build a people-centric order,
civil society groups demand more funding from, and representation in,
various regional governmental bodies. For example, it was argued that
non-governmental organizations should be accredited or granted ob-
server status at the East Asian Community Summit. Regional coopera-
tion among civil society groups within Asia complements regionalism at
the non-governmental level, and there is a need to develop closer coop-
eration between NGOs and governments.41
In response to mainland China’s blockage politics, several democracy-

centric organizations (reaching beyond East Asia) have been established
under the sponsorship of Taiwan, which has been excluded from some re-
gional organizations.
The Democratic Pacific Union was established in 2004 and aims to

safeguard human rights, democracy and the rule of law; ensure the
peaceful resolution of regional disputes and the protection of human
security; and promote maritime culture and sustainable development in
the Pacific region.42 The World Forum on Democratization in Asia was
founded in 2005, with the objective of pledging solidarity and support
for Asian democracy activists struggling against autocratic forces in the
region.43 In addition, the Initiative and Referendum Institute Asia
(2006) and the Global Forum on New Democracies (2007) were sup-
ported by the Taiwan Foundation for Democracy to advance constitu-
tional reform and promote new democracies.

Asian culture is problematic for Asian regionalism

Shared cultural heritages have facilitated the formation of the European
Union. But is a common regional cultural identity indispensable for a re-
gional group?
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Mahathir’s proposal assumed a common regional identity and culture
to justify the formation of the EAEC. The emphasis on cultural homoge-
neity limits membership, resulting in a greater role for regional actors. By
restricting membership in this way, power can be concentrated within the
region while avoiding Western influence and dominance. Mahathir tried
to argue that regional cultural identity is the basis for Asian regionalism.

Yet Mahathir’s cultural identity argument cannot hold. Anti-West sen-
timent is the pitfall of Asian regionalism. The idea of opposition between
West and East is unworkable because of the penetration of Western in-
fluence,44 the domination of the United States and the overlapping of
communities. Asia has undergone a process of Westernization and/or
modernization; Marxism and liberalism are mixed with Islam, Confucian-
ism, Daoism and other traditional beliefs. Around 30 per cent of the
South Korean population, for example, are Christian. Singapore is best de-
scribed as an immigrant and commercial society, or a legalist-controlled
and Chinese-dominated community where Western capitalism, the rule
of law and diverse cultures coexist. Asian culture as a mechanism for
regional identity does not constitute a strong basis for regionalism. As
Anwar points out, ‘‘Asia has not a settled identity at present. It is in the
process of coming into being.’’45

Take, for example, the proposal that China and Japan be treated as
part of the same civilization, with common features such as a Confucian
value system and the same written characters, and that this commonality
could provide a foundation for regionalism. This is not a viable proposal,
however. Some Japanese nationalists emphasize the uniqueness of Japan,
while Chinese nationalists take little interest in any such regional iden-
tity. In addition, mainstream opinion in China harbours strong resent-
ment against Japan.46 In fact, it was the competition between Japan and
China that ASEAN countries were able to draw on as an incentive to
speed up regional cooperation. The fact that Japan and China competed
with each other to push for a free trade agreement with ASEAN is evi-
dence of this.

Although the diversity in Asian cultures is problematic for providing
common ground for a single regional identity, the cultures do play impor-
tant roles in building East Asian regionalism. First, they tend to prevent
Australia from participating in East Asian regionalism, simply because
Australia is not regarded as being a part of Asian culture. Second, di-
verse Asian traditions play a part in the construction of regional orders.
Japan has taken a leading role in developing a great vision of Asian
regionalism, and this has been associated with its tradition of pan-
Asianism. China’s conception of regional order is a remnant of a post-
tribute system in which China attempts to pacify neighbouring countries
through a trade surplus with China. And the historic rivalry between

NORMATIVE REGIONALISM IN EAST ASIA 75



Japan and China has continued to play various roles with regard to the
development of regionalism. East Asian regional order has been, and
will continue to be, rooted in its history and culture.
Certainly, Asian conceptions of regionalism are constrained by geo-

politics, and by historic and economic factors. What underlies Asian per-
ceptions of regionalism is the awareness of a dominant US power in
Asia. The unipolar system, under which US power is felt in East Asia
and maintains the fragmentation and division of East Asia, has made it
difficult (if not impossible) for a common Asian identity to emerge.
Washington has defined the basic norm of East Asian regionalism: that

such regionalism should be open, inclusive and transparent. This is de-
signed to preserve American domination in the region, and explains why
the United States supported APEC but rejected the EAEC.
Washington promotes Asia-Pacific regionalism that centres on the Pa-

cific Ocean. It is an open regionalism associated with the values of human
rights, democracy, individualism and free trade. The governments of the
United States, Australia, Japan and South Korea support this concept.
The competing normative regional order is based on pan-Asianism and
is centred on the Asian continent. It is a closed regionalism, restricted
to Asians themselves and associated with Asian values and cultures.
Malaysia, some sections of the Japanese business élite and some Korean
scholars support this kind of regionalism. These two competing orders
are divergent and in conflict, and they create different expectations and
visions of how the East Asian region should evolve.
In this context, there are enormous challenges to normative rethinking

of Washington’s leadership. The arrogance of the position that East
Asian regionalism achieves nothing if it lacks American endorsement
and support is unproductive, and the argument that Asian regionalism
should not alter or undermine the bilateral agreement between the
United States and South Korea (or Japan) is problematic and unhelpful.
The traditional divide-and-rule strategy does not help to promote a cohe-
sive regionalism in Asia. It is time for Washington to accept that certain
forms of strong and stable Asian regionalism are in the greater interest of
the United States. The policy-makers in Washington will regret in the
future if the United States inhibits or destroys East Asian regionalism.
At the same time, the recent development of East Asian regionalism

demonstrates the increasing influence of China’s regional power and the
slow erosion of US power, as evidenced by the exclusion of the United
States from ASEAN+3, the Asia-Europe Summit, the SCO and the
GMS summit, and by the decline in the importance of APEC. The grad-
ually declining American influence on various regional organizations and
summits, the increasing critique of the application of the EU model in
East Asia and the increasing self-confidence of East Asian countries –
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plus the rise of China’s power – will dictate the future of East Asian
regionalism.

Conclusion

East Asian regional development has been measured against the bench-
mark of the European Union, which for a long while has offered inspira-
tion, hope and standards. But an examination of different normative
orders of regionalism in East Asia and the European Union reveals that
simply borrowing the ideal order of the European Union is superficial.
European regionalism and East Asian regionalism have several different
normative elements and tensions. The normative foundations of the Eu-
ropean Union are democracy, human rights, individual liberty, the reduc-
tion of national sovereignty and the rise of regional organizations that
are able to override national governments. The normative foundation of
Asian regionalism is a nationalist doctrine with a clear and unvanishing
focus on sovereignty, statist power and Asian culture or values.

The Asian pragmatic and functional approach is problematic, and es-
pecially inadequate to deal with international normative challenges. One
thing is certain, however: the Asian normative order of regionalism will
strengthen national sovereignty through the strategic use of nationalist
ethos and forces. At the same time, East Asian states will need to be flex-
ible enough to surrender a portion of their sovereignty to regional organ-
izations in order to make regionalism effective. So far, the East Asian
preoccupation with (and overcommitment to) national sovereignty and
the approach of unanimous voting make it impossible to develop a pow-
erful regional organization to tackle intra-regional common issues. It is
time for East Asians to go beyond existing intellectual constraints and
search for an appropriate order that is suitable for the region.

The question of how to strike a healthy balance between the under-
standable desire for national sovereignty and the needed willingness to
give up some sovereign powers in order to respond better to global and
regional challenges will be a thorny one for East Asia.
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Northeast Asian regionalism
at a crossroads: Is an East Asian
Community in sight?

Gilbert Rozman

When the first East Asian Summit (EAS) met in Kuala Lumpur in De-
cember 2005 in the wake of the ninth meeting of ASEAN+3, many
asked: are the Northeast Asia (NEA) three really serious about forging
an ‘‘East Asian Community’’ with each other, let alone with the 10 states
of Southeast Asia (SEA) and the new EAS trio of India, Australia and
New Zealand? Events soon suggested that they were not. On security
matters, the Six-Party Talks limped along in 2006 without any meetings
until December, as North Korea registered its frustration with a barrage
of missile launchings and finally a nuclear test in October, while Japan’s
tough tone contrasted with South Korea and China’s renewed determina-
tion to achieve a compromise. On the matter of regional leadership and
inclusiveness, the widening rift between China and Japan, and South
Korea’s declining patience in dealing with Japan, left growing doubt that
differences could soon be resolved.1 Economic affairs were also troubled,
as exemplified by the dour mood over prospects for completion of a free
trade agreement (FTA) between Japan and South Korea, planned for
2005. While the situation improved in 2007–08, severe cultural barriers
remain.2 Forming a community is unlikely soon; only by learning the les-
sons of past failures might a roadmap be found to do so after a consider-
able transition period.3

Boosters of regionalism have long claimed that much progress is being
made, citing the goal-setting activities of think-tanks and governments
alike. Yet strategic discord, intensified historical differences, national emo-
tions aroused against each other and lack of cultural consensus continue
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to demand a sober outlook. With no breakthrough in sight, the most
urgent priority is to create a framework which enhances confidence in
the process for moving forward towards regionalism that befits the name
‘‘East Asian Community’’.
The goal under consideration here is the establishment of an institu-

tionalized community that signifies regionalism in East Asia, taking
China, Japan and South Korea as the core. By regionalism is meant a
group of countries that share five attributes: strong and rapidly increasing
economic ties; substantial and growing political ties; advancing social in-
tegration; shared consciousness of regional identity; and a broad security
agenda. A community of nations exists when there is agreement on a
mixture of universal values, shared historical understandings and cultu-
ral priorities that promise to draw people closer together and avoid
exacerbating their most sensitive concerns. In contrast to functional
cooperation, institutionalization of regionalism is marked by formal estab-
lishment of organizations and rules that separate the new entity from the
outside world.
Apart from accelerating economic ties centred on China, there was

scant good news for the fundamentals of regionalism in 2005–2006, even
as agreements to pursue it went forward. Indeed, three of the six coun-
tries active in NEA had turned decidedly more negative. Under George
W. Bush the United States became suspicious of regionalism as a vehicle
for China’s rise, advising Japan to limit its role and, at a minimum, to
press for a diffuse, inclusive organization.4 Under Junichiro Koizumi,
Japan in turn narrowed its support, rejecting any institutional approach
that aimed for a comprehensive framework in the near future and hinting
at only modest functional steps.5 On the sidelines of this process, North
Korea under Kim Jong-il chose to flex its nuclear weapons despite the
availability of an integrated regional approach to economic reform if it
were to dismantle them. In various respects, these three leaders left no
doubt that other priorities stood in the way of regionalism, no matter
how eagerly some may pursue it. Regardless of how much true sup-
porters of regionalism object to the extreme positions of each, all three
recalcitrant regimes have good reason to seek more reassurances before
they cast their lot with regionalism. They have yet to hear a strong case
for trust in regionalism in the context of other issues that matter: renewal
of security, revision of history and reunification of territory. This was the
case even after the situation brightened somewhat when Bush opted for
multilateralism in the February 2007 Joint Agreement at the Six-Party
Talks, Hu Jintao wooed Koizumi’s successors—Abe Shinzo and Fukuda
Yasuo—, and Lee Myung-bak was elected president of South Korea as
Kim Jong-il faced a reasonable offer but also concerted pressure should
he insist on keeping his nuclear programs and weapons.
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The United States and Japan had alternatives to suggest. In November
2006 Bush made the case for APEC as the unit for economic regionalism
based on a wide-ranging FTA, while his administration gravitated to-
wards a kind of NATO East centred on Japan, as it drew Australia closer
and reached hopefully to India as well as at least one or two states in
SEA. One former US official even warned South Korea that if it did not
join this budding regionalism, rooted in universal values, it would risk
isolation.6 Japan, in turn, proposed establishing an ‘‘arc of freedom and
prosperity’’, ranging across the southern periphery of Asia and through
the Caucuses to the Baltic states. The overlapping US and Japanese ideas
called for open regionalism centred on US security leadership and asser-
tiveness about values, rather than on the type of regionalism that had
led to the formation of the EAS. The latter combined idealism with
economic pragmatism, while the former touted alliance security and
universalism.

The champions of idealistic regionalism have not done enough to help
their cause. South Korea is the natural centre of Northeast Asia and is
best positioned to draw others together.7 President Kim Dae-jung be-
came the leading advocate of ASEAN+3 and also the EAS, and Presi-
dent Roh Moo-hyun took office making a strong appeal for regionalism
in NEA. Yet Roh concentrated on reasserting his country’s leadership
role in the nuclear crisis, while losing a moderating role vital to the coun-
tries that have grown nervous about regionalism.

Russia has failed to encourage foreign investment that could integrate
the Russian Far East into NEA, even as it has drawn closer to China and,
in some contexts, seconded its approach to regionalism.8 Relying increas-
ingly on China’s leadership, as in the Shanghai Cooperation Organization
(SCO), and no longer showing keen interest in Japan or the United
States as essential regional partners, Vladimir Putin appears to lack a
strategy for either securing the Russian Far East or forging a region
whose balance offers a guarantee for the future. High energy prices re-
duce the urgency of creating a favourable regional climate. Yet in 2007
Putin grew increasingly assertive about extending Russia’s influence, as
a new programme for the development of the Russian Far East offered
some possibility, if suitably funded, that Vladivostok would become a
‘‘window on the East’’.9 This thinking may have reflected a growing in-
terest in the East as Russia seemed to be stymied in the West,10 but it
lacked the trust in globalization essential for today’s regionalism.

Finally, China has given priority to the recovery of Taiwan and security
of access to energy and natural resources without sufficiently following
through on the promising 2003 slogan of ‘‘peaceful rising’’.11 Instead of
exploring political reform at home, it has backed political oppression
in places such as Uzbekistan and Myanmar. Such actions set back any
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chance for even partial agreement on common values along the path
towards regionalism. Hu Jintao looked to the Asian continent to bolster
China’s competitive standing, which appears to lay the foundation for re-
gionalism but actually alienates vital forces for realizing that objective.
Events in NEA will determine if regionalism can succeed. North Korea

could continue to be a pariah state with regionalism proceeding around
it, or could become part of a regional plan for integration of the Korean
peninsula that takes its transformation as a signal of rising regionalism.
The United States may stay adamantly against any regionalism that could
limit its control, maintaining Japan’s backing as it continues to resist ac-
knowledging its weakened position in Asia. Most critically, the successor
to Fukuda will have to decide whether to follow his lead by redoubling
efforts in Asia, including support for more progress in regionalism. Rus-
sia could be just an outlier, using energy power to resist integration oc-
curring near its eastern border, but it may eventually seek to convert
its energy assets into a springboard for regional cooperation consistent
with globalization. Lee Myung-bak may set a new course, re-establishing
balance in relations with Japan and trust with the United States without
diminishing South Korea’s voice in regionalism. Finally, Hu Jintao’s con-
solidation of power in the fall of 2007 after improving ties to the United
States through the North Korean nuclear crisis may signal realization that
despite the short-term gains already achieved, making regionalism a real-
ity demands a more long-term and global approach. With regionalism
still facing resistance from hesitant states and struggling to overcome the
myopic approach of others, a comprehensive case is needed for all to
grasp in one interconnected process.
Success for the EAS requires that NEA does not remain merely an ap-

pendage of ASEAN, but that regionalism gains ground there as well.
Even if the 10 states of ASEAN remain a core of regionalism, the anom-
aly of the NEA economic giants and champions of market economics
constantly deferring to a motley group, including states with little taste
for globalization, should end. The fate of the EAS depends more on the
NEA 3 than on the ASEAN 10. Yet, given Japan’s hesitation and South
Korea’s divided loyalties, the United States has to play an active role in
the process. On security matters it must be fully included. On economic
issues it must have full confidence that the standards of globalization are
kept in the forefront. Finally, on values the United States needs reassur-
ance, as do many residents in the region, that the models of the SCO,
where human rights do not matter at all, and ASEAN+3, where they
receive some lip-service but not serious attention, are not followed.12 At
last in 2008 separate three-way meetings of leaders from China, Japan
and South Korea were on the agenda, but the long-term prospects were
unclear.
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Steps that would help the states of NEA advance towards regionalism
include being forthright in identifying the barriers while looking for
bridges that ameliorate them; exploring steps towards a functional
approach without losing hope in institutionalization; and striving to im-
prove the overall context in which regionalism is pursued, preparing for
a decade of transition before even declaring that any East Asian Commu-
nity is in place. This is not likely to happen without consensus on some
sort of security framework, inclusive of managing North Korea, and re-
newed focus on cultural barriers with some recognition of the importance
of acknowledging universal values.

Acknowledging barriers and building bridges to regionalism

Few would disagree that managing Sino-Japanese relations is the heart of
the regional challenge. If these two Asian great powers agree, then South
Korea is likely to fall in line and the United States, as an outsider, would
not have a convincing case to block a deal. Even if Japan would be
unlikely to proceed without US understanding, we should turn first to
Sino-Japanese relations to comprehend the prospects for regionalism.
Apart from the security dimension, we observe rival forms of nationalism
at work. It seems obvious that without agreements between leaders of
these two countries to meet some concerns of the other side by checking
the advance of nationalism, there is little prospect of a regional commu-
nity. Since many of the same nationalist themes operate in Japanese-
South Korean relations, we should acknowledge that community building
must proceed in the NEA 3 apart from ASEAN+3.

On the one hand, the countries have distinct advantages: a shared Con-
fucian heritage, extraordinary results of economic dynamism and integra-
tion, and well-established grassroots networks. More than any other
states, they also face the challenge of enticing North Korea into the re-
gion or, if need be, containing its challenge. On the other hand, this is
where tensions over regional leadership and historical identity are most
pronounced.13 No matter how much effort is put into broad mechanisms
in ASEAN+3 or the EAS, they cannot get very far without complemen-
tary efforts on a bilateral or trilateral basis among China, Japan and
South Korea. The character of US-Japanese and Sino-US relations mat-
ters most for this trio, and they also have a value dimension that could be
addressed simultaneously with important effects for regionalism.

At least four confidence-promoting measures would confront serious
barriers that operate in the path of regionalism. One is to shift attention
from mistrust over history to the promise of future cooperation. A second
is to manage territorial disputes in a manner where they do not heighten
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tensions while showing the way to cooperation. A third is to strike a bal-
ance between open and closed regionalism in terms of who should be in-
cluded and functional and institutionalized regionalism in terms of what
aims should be set. Last, with China and Japan sharing leadership it is
essential to consider how ‘‘bridge’’ countries, especially South Korea
and the United States, can play a constructive role in the process.
Refusal to remove history as a sore spot will doom regionalism. If

Bush’s cavalier treatment of global values and trust has lulled Japanese
leaders into thinking that the way is open for special ties based on com-
mon values, they would be well advised to put more credence on explor-
ing more diverse shared values with Asians as well. South Koreans need
to hear from Japan that it is a partner which can be trusted not to revise
history. In 2007 Shinzō Abe’s mishandling of the comfort women issue
and the US House of Representatives resolution calling for Japan to
apologize over this issue demonstrated anew that Japan’s leaders were
isolating their country by dwelling on history. Kim Dae-jung’s October
1998 agreement with Prime Minister Obuchi Keizo can serve as a model
which China’s leaders appear inclined to accept. If Japan will not stir up
emotions about revising the verdicts over history – through visits of the
prime minister to the Yasukuni shrine, change in coverage of sensitive
issues in school textbooks and statements by cabinet members – then
China and South Korea should pledge that on an official level they will
not raise the history issue and in addressing public opinion they will
not arouse emotions. At the same time, the leaders should agree on a
forward-looking agenda focused on working together. Fukuda’s visit to
the inauguration of Lee in February 2008 indicated progress along these
lines.
A second confidence-enhancing move would be to find an interim

approach that can keep territorial disputes from stirring emotions. In the
fall of 2004 the Kuril Islands/Northern Territories dispute between Japan
and Russia flared up again, as Koizumi made a well-publicized tour by
boat in the vicinity and Putin responded by drawing the line at the return
of only two islands. In February 2005 a downward spiral in South
Korean-Japanese relations started with the rekindling of the Dokdo/
Takeshima question, as Japan’s Shimane prefecture declared a ‘‘Take-
shima Day’’ and Roh rallied a receptive Korean public against irreden-
tism as well as the entire process of normalization from 1965. And when
history did not take centre stage in Sino-Japanese relations, troubles over
the territorial division in the East China Sea that permitted energy explo-
ration brought the dispute over the Senkaku/Diaoyu Islands back to the
fore in 2005.
Previous understandings that had allowed all of these unsettled matters

to be set aside for the time being or to be handled quietly were called
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into question. As long as nascent nationalism focuses on these issues in
each country, it seems unlikely that quiet diplomacy will be as effective
in the future as it was in the 1990s. Territorial disputes require a more
direct approach, involving compromises that were postponed when they
would have been easier. This is not to suggest that any of these disputes
is likely to be resolved soon. It should suffice to find ways for joint use of
the water and natural resources in the disputed areas. Since there are
various past agreements along these lines, especially on fishing rights, a
spirit of compromise may suffice to produce similar arrangements in the
coming years.

The geography of Asian regionalism remains complicated. Many in
Japan sought regionalism in the first half of the 1990s as a mechanism to
confirm their country’s lead in Asia. It offered a short cut to ‘‘re-entering
Asia’’ and reducing dependency on the United States. Yet by 2005 the
reality was that China was outflanking Japan along its borders. A
broader approach is needed, opening the door to states that would bal-
ance China in one manner or another. This requires a functional path to
regionalism that leaves the members of the EAS to be decided on the
basis of specific objectives, an unusually open form of regionalism. China
favours a more institutional approach with less room for the United
States to dilute its leadership. South Korea is in between, suspicious that
Japan with US support was really trying to block regionalism. In Decem-
ber 2005 Japan was pleased that India, Australia and New Zealand were
added to the EAS, but China had its way in ensuring that ASEAN+3
would take charge of any plans for an East Asian Community. In the
January 2007 EAS, postponed from December 2006, little progress was
achieved in moving beyond this divide. Yet the establishment of a work-
ing group on forging a multilateral security framework as part of the joint
agreement at the Six-Party Talks in February boosted the chances in NEA
for proceeding on parallel tracks. Multiple working groups with varying
membership had different functions, while the United States agreed to a
security discussion that reached beyond its alliance system. This may
point the way to open regionalism in which the US role is considerable,
even as, in some areas, a more closed form of regionalism just centres
on states in the region. Russia’s role may also be conditional on the func-
tions identified for particular regional working groups.

To the extent that progress towards regionalism has been realized, it
has come through the leading role of bridge countries. The great powers
of NEA require a bridge to advance their ties beyond bilateralism. The
most important bridge has been ASEAN, allowing the NEA 3 to make
progress towards regionalism. Why was ASEAN a safe choice? Econom-
ically, it is relatively weak in total output but parts of it are readily avail-
able for increased trade, leading the three core NEA states to compete
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for markets without fearing serious rivalry. Politically, it operates by con-
sensus, meaning that an unwieldy group of 10 will avoid abrupt moves or
even pressure on those joining with it. The idea that ASEAN can serve as
a kind of Benelux (bridging the gap between France and Germany)
gained currency. Even in Japan, where some decided that Japan is falling
too far behind China to allow this sort of balance, others pointed to a
GNP still three times that of China as well as to confidence that SEA
states are eager for balance. They argued that ‘‘community’’ is within
reach.14 Yet in the background is widespread awareness that despite the
name ‘‘ASEAN+3’’, the weight of the NEA 3 dwarfs that of ASEAN.
The SEA bridge worked for a time, but it seems unlikely to carry region-
alism much further.
The only country that has the potential to bridge China and Japan

is South Korea, but it has recently failed in that role. Neither China nor
Japan gave it much opportunity, and its priority became North Korea in-
stead of regionalism. Also, Roh Moo-hyun in 2005–2007 showed impa-
tience in the face of serious challenges from George W. Bush and Kim
Jong-il, losing the prospect of earning the trust of all sides. Yet there
was probably little that could have been done, since no other state was
eager enough for regionalism in NEA to accept South Korea in the role
of mediator. Seoul must strive to regain the bridge role as a facilitator,
but without exaggerated ambitions for becoming a balancer if regional-
ism is to succeed, and Tokyo and Beijing should help it. Lee Myung-bak
is starting on this track.
China and the United States put supporters of Asian regionalism in a

bind. If they approved China’s assertive, exclusive approach, they would
be leaving their countries vulnerable to dependency on that rising power
without any balancing force. If, however, they accepted the US logic
against regionalism, there would be no regional force to limit US power
or stabilize China’s exercise of power, and it would mean further confu-
sion. As in the stand-off between the United States and North Korea
over the nuclear crisis, states in search of compromise solutions find little
room for manoeuvre.
Ultimately, the United States is the most promising bridge to regional-

ism. If it has success in new ‘‘security dialogue’’ with China and receives
suitable Chinese assistance in dealing with North Korea, Iran and other
challenges to security, the United States may back away from its one-
sided support for Japan that from 2001 has contributed to the divisive
atmosphere. Yet the United States, even under a more multilateral pres-
ident than George W. Bush, is not likely to become a strong supporter of
regionalism in Asia. Its bridging role would make it easier for China and
Japan to work closer together, but others inside the region would have to
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make their own contributions. In addition to ASEAN and South Korea
resuming their active roles, India and Russia are two great powers whose
interest would be served.

In 2005 reform of the UN Security Council caused China and South
Korea to respond to Japan’s aspirations to become a permanent member.
Both actively opposed the move, insisting that they disapproved of
Japan’s quest because it had failed to draw appropriate lessons from its
period of twentieth-century aggression. Many also suspected that China
was selfishly safeguarding its privileged position in the Permanent Five
and that South Korea, advancing its own proposal for reform, was de-
fending the middle powers which were unwilling to see a line drawn be-
tween a wider circle of recognized great powers and themselves left just
below the dividing line. Differences over this reform effort, which failed,
reflected sharp divergence in reasoning about the security priorities in
East Asia. In 2005 these came to the surface in the Six-Party Talks,
where the United States and North Korea struggled to win support from
the other parties. The rift over the United Nations further damaged the
atmosphere for regionalism.

Focusing on functionalism but failing to narrow the
cultural divide

East Asian regionalism was born of economic crisis in 1997–1998. Thai-
land, South Korea and Indonesia were left to the mercies of the Interna-
tional Monetary Fund (IMF), while the countries of SEA and NEA
reacted to the enormous US power in deciding the fate of their regions.
There were at least four important consequences. First, APEC, the fa-
vourite mechanism of the United States, lost support, as America’s strug-
gle against protectionism there was seen as an extension of the methods
and goals that had produced the crisis and made its resolution unsatisfac-
tory. Second, Japan accepted the need for a regional entity exclusive of
the United States, first with its proposal to establish the Asian Monetary
Fund (AMF) and, after that was blocked, with its enthusiasm for
strengthening ASEAN+3 and giving the NEA 3 an annual summit of its
own in 1999. Third, China found a mechanism to win trust in SEA and,
before long, to put pressure on Japan to keep pace. Fourth, birth of a
new organization in a time of economic crisis narrowed attention to func-
tional steps to advance towards regionalism, even if all three NEA mem-
bers had broader goals in mind. Despite much talk of moving beyond this
legacy, it requires support from the country most nervous about region-
alism. That is Japan, with encouragement from the United States.
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More than any other country, Japan holds the fate of regionalism in its
hands. At the end of the Cold War the Japanese insisted that their coun-
try was poised to ‘‘re-enter Asia’’, embracing the countries in its region in
pursuit of joint economic advantage and some sort of regional coopera-
tion that would produce political clout in a world being redrawn into re-
gions. To the extent that Japan’s concern was to reduce dependency on
the United States, the goal of regionalism offered hope that a strategy
was within reach. In the Asian financial crisis Japan’s focus remained on
positioning itself between the United States and the IMF, which were
seen as having made undue demands on the states caught in the crisis,
and states such as South Korea and Thailand, which expected to benefit
if Japan’s proposal for an AMF was adopted. Yet domestic nationalist
priorities took precedence over gaining the trust of South Korea or con-
centrating on a forward-looking agenda with China on each occasion
when relations stumbled. In 2004–2005 the message from Japan was
qualified support for the establishment of the EAS, stressing openness
and flexibility – a ‘‘functional approach’’ towards regionalism. After the
EAS membership was chosen, with three additional countries appealing
to Japan, its interest grew even if it seemed to be opposed to ASEAN+3
as regionalism which China could control.
By a ‘‘functional approach’’, Japanese mean selective cooperation

with varying combinations of countries on limited issues, ranging from
economic to non-transitional security ties. Of the latter, we see examples
in counter-piracy and counterterrorism initiatives as well as tsunami
relief and environmental preservation programmes. A major role in
‘‘soft-power regionalism’’ would also be granted to development assis-
tance. Yet increasingly this is steeped in a struggle over the direction
of economic growth and integration across SEA. China concentrates
its assistance on north-south axes, allowing access to the sea from its
south-western provinces and also inland Guangxi, while Japan gives pref-
erence to east-west axes, smoothing the movement of goods along the
coasts.
In 2003–2005 China’s more active diplomacy on North Korea, Russia,

Central Asia and Taiwan included a major drive towards regionalism in
multiple directions. In 2003 China pressed to go forward with the estab-
lishment of the EAS, calling without success for the first summit to be
held in China in 2004. This was also the year China signed the TAC
with ASEAN and formed strategic partnerships in SEA, putting Japan
on the defensive until December, when it hosted the Japan-ASEAN sum-
mit and signed the TAC too. Hu Jintao’s entry as China’s leader came
not only with reassurances about ‘‘peaceful rising’’, but also with asser-
tiveness on how it could lock in place regionalism to draw nearby coun-
tries into a close embrace. This path towards accelerated regionalism left
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both Japan and the United States wary, while not resolving doubts in
parts of SEA about excessive dependency on China. China became the
champion of regionalism without reassuring Japan.

Experts in China recognize that getting far in front in pursuit of region-
alism can produce a backlash. They accept the need to start the EAS
with concrete projects and limited fanfare, but insist on maintaining
ASEAN+3 as the core. Such reasoning accepts assurances to the United
States that it can be part of the process, if not formally in the region, and
puts principles of globalization in the forefront. More effort is needed to
show that the main thrust of Chinese policy does not belie this cautious
thinking.

Three different types of community are at stake in manoeuvring over
regionalism. Consensus is greatest over the advantages for all from an
economic community, although there remains some caution over how
far China’s rise may impinge on essential sectors of other countries’
economies. The Asian financial crisis of 1997 is recalled as a formative
event for achieving consensus on the need for an economic community.
The goal of a security community is more controversial. While some in
Japan see 11 September 2001 as an event parallel to 1997 and are seeking
consensus on steps that lead to a security community, others in the re-
gion, especially in China, do not accept the assumptions of aggressive
US security leadership based on existing alliances – as embodied, for in-
stance, in the new Proliferation Security Initiative (PSI). Left almost as
an afterthought is the third goal of a socio-cultural community. Even as
anxieties about security stayed in the limelight in 2005, differences over
history and other matters linked to national identity played the leading
role in spreading distrust in NEA. Clearly, pursuit of a community based
solely on economics would not succeed. Functionalism cannot proceed by
ruling out community building of a diverse character and denying the
goal of institutions.

In the three core countries of NEA we can discern three different ori-
entations to culture as a force in regionalism. Japan in 2005 became more
assertive in pressing for universal values, arguing that China would have
to pass the test of democracy before it could be trusted. In turn, China
has remained resistant to such values, instead stressing that Japan would
have to pass the test of historical contrition before it deserved trust.
Finally, South Korea was divided as the Roh administration was obsessed
with not giving offence to North Korea while intensifying the critique of
Japan’s handling of history. Old themes of Confucian traditions, Asian
values and joint struggle against terrorism paled before this widening
cultural divide. Institutional expression of regionalism is blocked by this
chasm. ASEAN+3 can only limp along, while there is no mandate for the
new EAS.
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Ideas for improving the overall context for regionalism

The security dilemma in NEA pits China and Russia against the United
States and Japan, with differences that were hardening in 2003–2005 de-
spite a basic consensus that North Korea should dismantle its nuclear
weapons programmes. On the one side are those who joined the Bush
administration in 2001 convinced that the US military role in NEA and
SEA is widely appreciated and serves as the ‘‘glue for peace’’.15 Without
it, stability in the region is in danger of unravelling. Handling of the
North Korean nuclear crisis has been undertaken in this spirit. On the
other side are Chinese officials, and Russians as well, who deem the US
approach that is now supported by Japan to be self-serving pre-emption
of the rise of China, possibly aimed at regime change in North Korea and
independence for Taiwan. Their strategies towards the North Korean nu-
clear crisis reflect such doubts.16 Given these differences, forging a secu-
rity community is not easy. Perched between these clashing positions,
South Korea has tried to find room to manoeuvre.
In the summer and fall of 2004, after the foreign ministers of

ASEAN+3 had indicated their willingness to plan for the EAS in 2005,
American diplomats turned their attention to regionalism in Asia. The
outcome was a victory for a group that concentrates on parallels with
Europe in the Cold War and a defeat for ‘‘Asianists’’, who seek some
accommodation with the aspirations in the region for a post–Cold War
framework that does not revolve around US alliances. Until late 2004
there was no indication from officials that the United States opposed
the agenda of the EAS, but that was soon to change. As the old State
Department team for Asia headed by Richard Armitage left at the con-
clusion of Bush’s first term, new faces replaced the ambassadors and
high-up officials managing diplomacy in the region. The new team started
by rejecting a more compromising stance in the Six-Party Talks and
declaring its opposition to the East Asian Community. In March 2005,
on her first visit to the region as Secretary of State, Condoleezza Rice
delivered this sober message. In May Armitage, now retired from the
government, went to Japan with a message reinforcing opposition to re-
gionalism. These warnings suggested that regionalism is a Chinese plan
to exclude the United States and dominate Asia, and the United States
and Japan had to put on the brakes. Japanese officials agreed that the
Pax Americana had been the key to European cooperation, and would
have to be the key in East Asia as well.
The Japanese were working with the United States on an alternate

strategy for regionalism, more supportive of the EAS but in a manner
that would not appear threatening to the United States or beckoning to
China. The election of a new president in Indonesia offered reason for
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hope. In the years since the Asian financial crisis Indonesian diplomacy
had grown more passive, but now a democratically elected leader with a
bolder vision was drawing rapt attention in a country that, in terms of
population and shared expectations, is the natural leader of the region.
Japan saw Indonesia as supportive of regionalism, but in favour of cau-
tion in order to balance China and Japan as well as China and the United
States. Given nervousness about the great clout of the Chinese commu-
nity in the country, as well as the foreign policies of the PRC toward Tai-
wan and the South China Sea, Indonesia again appeared to be justifying
the hopes Japan had placed on it prior to 1998 and the East Timor crisis
of 1999. It remains, with India, the top recipient of Japanese ODA.
Above all, rising hopes for Indonesia, along with confidence in Singapore
and Viet Nam as well as some other states of SEA as unlikely to accept a
Chinese-centred community, gave Japan an opening for moving forward
with the EAC. Even Thailand, under an ethnic Chinese businessman
seen as sympathetic to the PRC, was perceived as wavering towards
China after the start of an FTA brought a surge of Chinese imports with
little growth in Thai exports.

Population realities coupled with economic development changes in
Asia suggest complex balancing acts to ensure that regionalism does not
mean one state’s domination. Now that China’s huge population is rein-
forced by its economic dynamism, expectations about Japan’s economic
clout becoming an effective counterweight to China’s centrality are no
longer applicable. Two other balancing notions have drawn some atten-
tion. The first is for Japan to rally the countries around China, including
Russia and much of ASEAN including Indonesia, but Tokyo has lost
ground in the competition with Beijing in these areas. The second is for
the United States to play a large role in regionalism, providing necessary
balance to China. To date, this smacks more of containment in which
China is outgunned and regionalism is hobbled than of actual balancing.
A US strategic shift beyond alliances to regionalism would be needed.
The expanded EAS is one step for Japan to find balance and the United
States to find reassurance. Never before have East Asian countries joined
in a regional system that does not involve the hegemony of one or an-
other country (China, Russia/Soviet Union, Japan and the United States
have all played the role of leader). While China may one day assume that
role again, the only realistic path to regionalism at this time is for it to
accept Japan’s insistence on balance, allowing a major role for the United
States in security and some other matters.

Through functional and flexible regionalism Australia, as a proxy for
the West, and India, as a rising power on its own, may operate as demo-
cratic bookends at opposite ends of SEA, checking China’s rise. Given
the vast ODA sent to India and new-found determination inside Japan
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to develop an alternate destination for industrial investment, there
should be confidence in India’s rising economy. Yet a lack of business or
security interest in Japan (there are no Indian correspondents stationed
there, in contrast to more than 50 from China, and only one sister-city re-
lationship compared to about 230 with China) leaves the Japanese won-
dering if the warmth expressed in Indian public opinion will at last help
to bring the two states closer. Moreover, India’s still-hesitant economic
reforms and unwillingness to choose sides in regional arguments leave
Japan without any prospect of bypassing NEA.
A search for ‘‘community’’ means recognition of the need to seek com-

mon values. The United States and Japan lack the credibility to make the
case for ‘‘universal values’’ without facing doubts about their own com-
mitment to values that matter in the region. China and Russia cannot
continue to oppose ‘‘universal values’’ without reviving memories of their
own past outrageous abuses of human rights. South Korea’s elaborate
dance between the North’s appeals for joint nationalism and US appeals
for human rights as a priority leaves it with little to say about values. At
the end of 2005 the values stand-off in Northeast Asia had reached its
most intense state just when talk of the East Asian Community was on
the agenda. In 2008 this stand-off is less serious, but new ways to address
it are needed.
Ignoring values in order to concentrate on economic integration does

not offer a way forward. Instead, a joint effort in Northeast Asia should
seek consensus on essential values for regionalism, with perhaps a
decade-long timetable divided into three stages. In the first stage, partic-
ipating countries should agree to minimize clashes over values by taking
care not to give offence in four sensitive areas: revisionist history; chal-
lenges to universal values; exacerbating ethnic and territorial controver-
sies; and emotional appeals to nationalism over other matters. In the
second stage, confidence-building measures should turn to finding com-
mon ground, highlighting similarities and identifying how trust can be
enhanced. Finally, in the third stage, the nature of the East Asian Com-
munity could be clarified with joint statements on the values that would
reinforce regionalism. If all of this sounds unlikely, it was so in 2005–
2006 and may still be. Even a transition of one decade seemed too opti-
mistic in the environment of sharp tensions over history and failed six-
party talks. Yet in 2007 the United States changed course, Sino-Japanese
relations were at least stabilized and the Six-Party Talks offered a posi-
tive example of multilateralism. Uncertainties over security will endure,
but that does not preclude moves to build confidence towards a shared
future. This might come in the form of a Northeast Asian Summit
(NEAS) taking stock of how the Six-Party Talks have evolved and aim-
ing for a charter setting forth forward-looking values. The US presence is
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essential, but it is not likely to mean that the ideal of an East Asian Com-
munity will not benefit as well.
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5

Overcoming a difficult past:
The history problem and institution
building in Northeast Asia

Thomas Berger

One of the principle obstacles to the building of strong institutions in the
East Asian region has been the persistence of deep-seated nationalist
rivalries focused on sharply diverging interpretations of Asian history.
In the media and government circles this issue is commonly referred as the
‘‘history problem’’.1 In particular, Japan’s brutal history of expansionism
and colonialism in Asia between 1894 and 1945 has left behind a legacy
of mutual recrimination and suspicion that periodically has roiled rela-
tions between Japan and its neighbours, especially China and South
Korea, but also Russia, Southeast Asia and even the United States.2
It is tempting to dismiss these disputes over history as purely symbolic

in nature, populist tempests in an East Asian teapot that mask fundamen-
tal disputes over concrete economic and security interests. Yet the inten-
sity of the passions inspired by these disputes is impressive, to say the
least, and many informed observers feel that the history problem is one
of the principle obstacles to the creation of a more cooperative pattern
of regional relationships.3 Time and again, disagreements over historical
issues have disrupted regional diplomacy, most recently when Prime
Minister Koizumi’s trips to Yasukuni brought a halt to all high-level
meetings between Japan and China for five years, between 2001 and
2006. Tensions over history also exacerbate territorial disputes and have
complicated efforts at working out equitable solutions for clashes of eco-
nomic interests, such as the exploitation of oil and gas resources in the
East China Sea. More alarmingly, they have heightened fears regarding
Japan’s long-term geopolitical ambitions, caused tensions within the
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regional alliance structures and heightened the possibility of military
clashes.4

Little wonder, then, that disputes over history have hampered the de-
velopment of regional integration. To put it quite simply, countries which
find it difficult to talk to one another, which disagree over their territorial
boundaries and which fear that they may once again become military
rivals are unlikely to agree or be able to come to an agreement on the
creation of binding international institutions.

The existence of historically grounded antagonisms, of course, does not
rule out substantial institutional development. As many authors in this
book point out, regional cooperation is already quite advanced in many
areas, such as the environment and trade (see for instance Rozman, Pem-
pel, Iida, Weiss and Ohta in this volume). Moreover, there have been
other instances where historically grounded antagonisms were overcome,
most dramatically in the case of Western Europe. Yet clearly, the history
problem sets boundaries for the level of cooperation that can be achieved
in the Asian context. As long as the major countries in the region –
especially China and Japan – are unable to resolve their differences over
the past, the kind of deeper institutional development that has been
achieved in Europe or even Southeast Asia is likely to remain out of
reach (see Higgott and Timmermann in this volume).

This chapter will explore the question of why history has become a
pressing issue in Asian affairs, and investigate the ways in which disputes
over the past have disrupted regional diplomacy and institutional devel-
opment. The central thesis is that powerful secular trends at the levels of
both the international system and domestic political systems of key Asian
nations – China, Japan and South Korea – have politicized differences
over history to an unusual degree. Internationally, the emergence of
what could be termed a nascent ‘‘historical justice’’ regime has legiti-
mated criticisms of how history is dealt with inside other countries.
Domestically, the pluralization of politics in China and South Korea has
allowed the emergence of nationalist forces that for historical reasons
tend to be anti-Japanese, while simultaneously in Japan conservatives
are trying to rally nationalist support for an expanded security role.
These domestic and international trends have come together in a sort
of ‘‘perfect storm’’ of nationalist passion that is undermining efforts
at fostering regional cooperation and potentially threatening regional
stability.

These forces need not lead to a breakdown of international political
order in East Asia. There are powerful counterbalancing forces that pre-
vent an outright clash between the countries of the region – including a
stable balance of military power and a widely shared regional commit-
ment to improving the standard of living through trade and investment.
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The improvement in Sino-Japanese relations under the Abe administra-
tion demonstrates that tensions over the past can be contained. Political
leaders, however, should not neglect the history issue and the intense
emotions that it ignites. The underlying structural forces that made his-
tory such a contentious issue between 2001 and 2006 remain, and could
easily be revived. Sustained efforts need to be made by all the govern-
ments of the region – including Japan, but also China and South Korea
– to contain nationalist sentiments within their own countries and pro-
mote mutual understanding.
Since the issue is a new one for most analysts of international rela-

tions,5 this chapter will begin by briefly reviewing the underlying nature
of international disputes over history. Next it will trace the evolution of
the disputes in Asia since 1945, and identify the factors that have made
for the emergence of the history problem in increasingly acute fashion
since the 1980s. In conclusion, the practical implications of the analysis
will be drawn out, with special reference to the larger question of how
to promote regional cooperation and the building of regional institutions.

The origins of the history problem

Internationalized disputes over history are rooted in the first instance in
differences in the ways in which the past is depicted in different countries,
both at the level of the official historical narrative6 – i.e. the way govern-
ments and political leaders talk about the past and deal with historical
issues through policy – and at the level of the broader collective memory
of society.7 What factors shape the ways countries view the past is a mat-
ter of some dispute. Generally speaking, three types of variables are
believed to play a critical role: historical experiences; societal and state
interests; and the cultural prism through which history is viewed. Each
of these factors interacts with one another to shape historical memory
as a discourse – i.e. an ongoing and evolving set of beliefs and practices
regarding the past.
First, historical memories typically have their source in the original ex-

periences that a society has had of an event. While it is possible, in prin-
ciple, for both societal and individual memories to be manufactured and
manipulated in various ways, human beings do have some capacity for re-
membering the past, and societies have some capacity for preserving and
sharing those memories. However, depictions of the past should never be
accepted as accurate reflections of the actual historical events. A large
body of work by historians and sociologists on the way in which collective
memory functions has turned up ample evidence that various social
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forces inevitably reinterpret memory to reflect the more recent experi-
ences and concerns of those who do the remembering.

Second, it is evident that historical memory is frequently and deliber-
ately shaped by state and societal interests. Since time immemorial, polit-
ical authorities have sought to create official historical narratives that
legitimize their existence and can mobilize historical resources to serve
their interests. In pluralistic political systems, non-state actors – such as
political parties, political lobbies, newspapers and publishing houses, and
so forth – also seek to shape the collective memory of society in ways that
serve their interests, and to anchor their preferred versions of the past in
the official historical narrative of the state.

Third and finally, collective memory and the official historical narrative
do not exist in a cultural vacuum. They are part of a larger cultural sys-
tem of norms, beliefs and values that inevitably colour and shape the way
in which the past as well as the present is viewed. Some of these beliefs
and values may be embedded in the society in terms of fundamental reli-
gious beliefs.8

It is important to remember, however, that the broader culture in
which collective memory and the historical narrative are embedded is
never completely static. Cultures change and evolve in response to both
their own internal dynamics and developments such as the passing of
generations, political pressures or changes in the socio-economic basis of
society. Thus cultural determinist arguments should be viewed with ex-
treme suspicion.

While in any given instance the role of one of these three sets of factors
– the memory of historical experiences, political interests or the broader
cultural system – may have relatively larger impact than the others, all
three elements interact to shape the ongoing evolution of the collective
memory of society and the official historical narrative presented by the
state.

The task of the analyst seeking to unravel the evolution of interna-
tional disputes requires a painstaking analysis of the way in which these
disputes have emerged over time, paying attention to all three sets of var-
iables. Within the boundaries of the space available here, the following is
intended as a first stab at providing an overview.9

The genesis of the history issue in East Asia: The Cold War

War and brutality are hardly strangers to Asian history. In the contempo-
rary context, however, memories of past injustices have taken on a par-
ticular significance because of two developments: the emergence of the
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modern nation-state and the post-1945 campaign to enforce universal
standards of conduct through international legal mechanisms.
Nationalism and the nation-state – i.e. the doctrine that the political

unit and the cultural unit should be the same – are a modern invention
that took hold in Asia only in the latter part of the nineteenth century.10
Asian élites, struggling to modernize and reform their countries in order
to catch up with the West, seized them as a way of mobilizing societal
resources. Central to the nationalist project is the creation of a national
history, and Asian élites – beginning in Japan – were quick to promote
national narratives that harked back to a glorious past, one replete with
great triumphs as well as terrible tragedies.11 The memory of the struggle
against imperialism became a particularly central feature of the national
identities of virtually all modern Asian countries. Yet while the West
comes in for a large portion of the blame for imperialism, arguably in
China and Korea (but not so Southeast Asia) nationalism defined itself
even more strongly vis-à-vis Japan, which by the early twentieth century
had become the dominant imperial power in Northeast Asia.12
While many in Japan subscribe to the view that the people of Asia ben-

efited from Japanese rule,13 throughout the imperial era Japan faced
constant resistance in the areas it conquered. As indigenous Chinese
and Korean nationalist movements took off, increasingly the Japanese
found that they could maintain control only through the application of
brute force. The two seminal moments in the development of modern
Chinese and Korean nationalism – the May Fourth and March First
movements respectively – were both anti-Japanese uprisings that erupted
in 1918 in protest over concessions made to Japanese imperial interests at
the Paris Peace Conference ending the First World War. The brutality of
the Sino-Japanese war that broke out in 1937 and the increasingly harsh
character of Japanese imperial rule in Korea added to the legacy of
resentment that would later hamper relations between Japan and its
neighbours.
The way in which the Japanese imperial era came to be defined in the

collective memory of the Asian nations had three important long-term
consequences. First, in China and Korea there emerged a powerful asso-
ciation between patriotism and anti-imperial, anti-Japanese sentiments.
Second, it helped create a deep and lasting gulf between the ways in
which the Japanese and their neighbours understood the past. Third and
finally, the events of the 1930s and 1940s left millions of Asians with first-
hand memories of Japanese brutality. Thus, in terms of the first dimen-
sion of collective memory – the level of impact of actual historical events
– all the elements for a powerful anti-Japanese mass movement were in
place in East Asia already in 1945.
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This potential for conflict, however, would not be realized for most of
the Cold War period, and the differences between how Japan and its
neighbours viewed the history of their relationship were papered over
for several decades. To understand why history did not become an issue
earlier, it is necessary to examine the second dimension of collective
memory – the role of political interests in shaping and guiding the official
historical narrative. Three factors in particular deserve attention: the im-
pact of the Cold War on US grand strategy and on Japanese domestic
politics; the prevalence of authoritarianism in Asia during the Cold War;
and the low level of regional interdependence.

In the immediate aftermath of the Second World War, and as the
world came to appreciate the full scale of the atrocities that had been
committed by Germany and Japan (although the two differed in many
important respects),14 the United States and its allies sought to establish
criteria for the conduct of international affairs that coincide with higher
universal moral principles. One of the first steps in this campaign was
the establishment of war crimes tribunals in Germany and Japan for the
purpose of holding the top leaders of the defeated powers responsible for
their transgressions.

Despite numerous shortcomings,15 Nuremberg and Tokyo set a num-
ber of important precedents. Of particular relevance to the present dis-
cussion is the fact that they established an official version of history that
was sanctioned internationally and anchored in law. Under the terms of
the 1951 Treaty of San Francisco that officially ended the state of war be-
tween Japan and the United States and its allies, the Japanese govern-
ment agreed formally to accept the verdict of the International Military
Tribunal in the Far East. In return, the United States gave up possible
claims for getting compensation from the Japanese government – a policy
that was followed by many of its allies. Henceforth any Japanese chal-
lenges to the version of history established by the Tokyo tribunal could
be interpreted as a challenge to the post-1945 international order. The
Tokyo trials, together with Nuremberg, helped establish international
norms concerning historical justice that would eventually help make the
issue of Japanese responsibility for past atrocities far more salient than
was true in earlier eras.

At the same time, however, the Treaty of San Francisco also effectively
ended significant pressures from Japan’s principal ally, the United States,
to pursue historical justice issues, and henceforth would provide Japan
with a legal basis for rejecting demands for compensation for damages in-
flicted by the war. With the development of the Cold War, national secu-
rity concerns dominated the international as well as Japanese domestic
political agendas.
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In this context, the United States looked to Japanese conservatives, in-
cluding former supporters of the imperial order, to help stem the spread
of socialism and communism in Japan and create a strong domestic polit-
ical support base for Japanese participation in a US-led alliance system
in Asia.16 The conservative Liberal Democratic Party (LDP), which
dominated Japanese politics from 1955 to 1993, promoted a historical
narrative that emphasized Japanese suffering as a result of the war and
downplayed the issue of who was responsible for the disaster (sensōseki-
nin). The issue of Japanese responsibility for the suffering inflicted on
other peoples hardly entered into the discourse at all.
For its part, the Japanese left, while highly critical of the Japanese con-

servatives and their connections to the imperial regime, were complicit in
promoting a narrative of Japan as a victim rather than a perpetrator. The
left-wing leaders of the Japanese peace movement chose to concentrate
on Japanese victimization at the hands of the Allied powers – powerfully
symbolized by the atomic bombings of Hiroshima and Nagasaki –
calculating that by so doing they would be better able to mobilize Japa-
nese popular support for their campaign against Japanese rearmament
and the alliance with the United States.17
In this the left was aided and abetted by the People’s Republic of

China (PRC). During the first part of the Maoist era, China’s leaders
identified the Japanese people as victims of Western imperialism in order
to mobilize them against the US-Japanese alliance. After its rapproche-
ment with the West in 1972, China needed Japanese assistance in rebuild-
ing its moribund economy too much to allow questions of historical
grievances to come up.18 The authorities in Beijing even prohibited the
publishing of historical studies by Chinese scholars detailing the Nanjing
massacre and other atrocities. Other Asian countries were similarly cir-
cumspect, whether for ideological reasons (to support the creation of a
strong anti-communist network in the region) or out of a desire for eco-
nomic gain.
Second, the strongly authoritarian character of most Asian govern-

ments during the 1950s, 1960s and 1970s enabled them to squelch popu-
lar pressures that might have made for the emergence of the history
issue. In 1965, for example, the dictatorial Park Chung Hee government
was able to ignore the student-led street riots that broke out in Seoul
to protest the normalization of diplomatic relations with Korea’s erst-
while colonial master. Criticism of the United States and other former
imperial powers was generally suppressed, or at least contained, by anti-
communists in East and Southeast Asia for similar reasons. Strategic cal-
culations of interest thus helped discourage raising the issue of Japanese
wartime activities throughout the region.
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Third, and finally, the low level of regional interdependence for much
of the Cold War in Asia gave Asian governments little leverage to pursue
the history issue with Japan or other countries, even if they had desired
to do so. Unlike Western Europe’s extensive and complex network of
regional institutions, the Asian region was characterized by a network
of loose and highly compartmentalized bilateral relations between the
United States and its Asian allies – the so-called ‘‘hub-and-spokes’’
system.

In sum, for the first half of the Cold War a combination of domestic
and international political factors allowed for the emergence of a more
or less stable equilibrium – a balance of interests – regarding questions
of Japanese responsibility for atrocities in the pre-1945 era. Inside Japan,
the political left and right settled on a historical narrative that empha-
sized Japanese victimization – although awareness that terrible things
had happened elsewhere in Asia was widespread and increased after the
normalization of relations with China. Other Asian countries had neither
the inclination nor the leverage to pursue the issue. As for the United
States, the primary concern was with keeping Japan firmly in the anti-
communist camp.

The evolution of the history problem – The post–Cold War
era

By the late 1980s the three conditions that had helped contain frictions
over history – dominance of national security concerns, the authoritarian
character of regional governments and a low level of regional integration
– began to change.

With the end of the Cold War, the battle against communism became
a far less overriding preoccupation for the international community,
and other foreign policy issues – trade, the environment, migration and
human rights – gained increased priority on the international political
agenda. The increased worldwide prominence of human rights in particu-
lar had far-reaching consequences for the history issue. Logically, it is
only a small step from trying to prevent human rights abuses in the pre-
sent to trying to press for remedies for human rights abuses in the past.
Indeed, the two issues are intrinsically linked for a variety of reasons,
since it can be argued that redress for past wrongs is itself a fundamental
right, without which the victims of abusive regimes can never fully re-
cover from their traumatic experiences.19 In addition, it is widely be-
lieved that only by punishing past human rights abuses will it be possible
to deter their reoccurrence. As a result, starting in the 1990s governments
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as well as political activists around the world began to press for the
institutionalization of a criminal justice regime. In the early 1990s these
sentiments led to the establishment of ad hoc international war crimes
tribunals to deal with atrocities in the former Yugoslavia and Rwanda
(based on the precedents set at Nuremberg and Tokyo half a century ear-
lier) and later culminated in the movement to create an International
Criminal Court attached to the United Nations.20 These developments
were central elements in the emergence of what could be called a global
normative regime regarding historical justice issues, and, while still
poorly defined and institutionalized, its development legitimated popular
pressures in Asia and elsewhere to address the unfinished business of the
past.21
The end of the Cold War also weakened the rationale for maintaining

authoritarian regimes. In large parts of Asia authoritarian regimes began
to crumble and were replaced by more democratic governments. Even in
the PRC, where the government succeeded in squelching pro-democracy
forces at Tiananmen in 1989, a significant softening of the political system
ensued. With hard-line Marxism-Maoism on the wane, the Chinese
leaders of the post-Maoist era turned to nationalism in their search for
the ideological glue that could hold the country together. A new and
potent Chinese nationalism opened the doors for various groups inside
and outside the government to use the history issue as a tool for critique
of those trying to promote closer relations with Japan.22 Consequently,
the ability of Asian governments to ignore popular sentiments on issues
of history declined precipitously. Not only Japan but also the United
States in the Philippines and South Korea became the targets of unprece-
dented levels of criticism based on unresolved historical grievances.
Third and finally, the exponentially increasing volume of intra-Asian

trade and investment stimulated the creation of new highly integrated
multilateral institutional arrangements in Asia. Already clearly in evi-
dence by the late 1970s, this trend intensified significantly after the end
of the Cold War and stimulated the emergence of new regional institu-
tions such as the Asia Pacific Economic Cooperation (APEC) and the
ASEAN Regional Forum (ARF).
In short, a variety of structural changes in the international system

were propelling the history problem on to the diplomatic agenda. Al-
ready in the early to mid-1980s, Japan began to be sharply criticized for
its alleged failure to face up to its troubled past, starting with a contro-
versy over Japanese school textbooks in 1982, followed by a sharp flare-
up of tensions between Tokyo and Beijing and Seoul when Nakasone
Yasuhiro became the first Japanese prime minister officially to visit the
Yasukuni shrine in Tokyo, where the spirits of Japan’s war dead were en-
shrined, including the 10 class A war criminals who had been condemned
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to death at the Tokyo tribunal.23 In the 1990s a host of issues related
to the history of Japanese transgressions, such as the ‘‘rape of Nanjing’’
and the fate of the ‘‘comfort women’’, gained increasing international
attention.

The calculus of interest that had kept the history issue in check in
Japan changed as well, and in the early 1990s a growing number of Japa-
nese business and political leaders came to the conclusion that Japan had
to address the issue far more intensively than it had in previous decades.
Increasingly, the Japanese economy was becoming dependent on main-
taining good relations with its Asian neighbours. In addition, there was
considerable concern at the time that with the disappearance of the
Soviet Union, the United States was likely to downgrade its commitment
to regional security and Japan would need to promote the development
of regional institutions to deal with potential security problems as well
as economic, environmental and other ‘‘low’’ political issues.24

Starting in the early 1990s, Japan mounted a diplomatic campaign
aimed at reconciling the history issue with its neighbours. A succession
of Japanese prime ministers, beginning with Kaifu Toshiki in 1990,
offered increasingly clear and direct apologies for its pre-1945 history of
aggressive expansionism and colonial domination. The Japanese govern-
ment offered limited compensation to Korean and Taiwanese forced la-
bourers and former comfort women. School textbooks began to increase
their coverage of the darker sides of Japanese history. These changes in
the Japanese official narrative were underscored by a proliferation of
television programmes, books and historical exhibitions devoted to these
subjects.25

The net result of these activities was mixed. On the level of Japanese
public opinion there was a marked shift towards greater openness on the
history issue than was true in the past. According to public opinion data,
a substantial majority of Japanese agreed with the statement that Japan’s
expansion into Asia was an act of aggression, and awareness that Japa-
nese forces had committed atrocities was widespread. At the same time,
although the calculus of interest had changed on a national level, the dis-
course of Japanese victimization lived on, and the popular perception
that the Japanese people had been among the primary victims of the
war remained strong.26

On a diplomatic level the Japanese campaign to seek reconciliation
with its neighbours did manage to score some notable successes. The visit
of Kim Dae-jung, the president of Korea, in 1998 was of particular signif-
icance. Not only were apologies offered by Japanese Prime Minister
Obuchi Keizo, but the apologies were accepted. At the same time, Japan
was considerably less forthcoming in addressing the history issue in the
Sino-Japanese context, and Jiang Zemin’s visit to Tokyo a few weeks
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after Kim Dae-jung’s was widely viewed as having been an utter failure
in this regard.
Efforts by the Japanese government to project a more open attitude on

the unresolved issues of the past were considerably undermined by inter-
nal bickering within Japan over what type of apologies were in order
and whether apologies were even necessary. Conservative Japanese poli-
ticians and opinion leaders, including members of the ruling cabinet,
repeatedly criticized the government’s diplomatic efforts as historically
unfounded, unnecessarily self-flagellating and damaging to the morale of
the nation. The foreign media, including the Chinese and South Korean
press, frequently reported such criticisms as evidence that Japan’s
remorse was not genuine. Outbursts of foreign criticism, in turn, fed a
growing perception in Japan that the Chinese and Koreans were implaca-
ble on the subject of historical transgressions. By the late 1990s a growing
number of commentators warned that a mood of ‘‘apology fatigue’’ was
taking hold in Japan.27
Beginning with the election of Prime Minister Junichiro Koizumi in

2001, conflicts over Japan’s official historical narrative began to dominate
the diplomatic agenda. In his campaign to win the LDP nomination for
prime minister, Koizumi reached out to the powerful Mori faction –
which traditionally has contained many politicians with a revisionist view
of Japanese history – by promising to visit the Yasukuni shrine every
year in his official capacity as prime minister. Despite repeated warnings
from Beijing and Seoul, after being elected Koizumi made good his
promise by visiting the shrine on 13 August, predictably sparking a storm
of protest throughout the region. In retaliation, Beijing suspended direct
bilateral meetings between the two heads of state, instead relying on
lower-level meetings and contacts in such multilateral settings as APEC
to do business with Japan. For its part, Seoul suspended military-to-
military talks between Japan and Korea, the ban on Japanese cultural
items – which had been lifted after Kim’s 1998 visit – was reimposed and
the South Korean ambassador was temporarily recalled to Seoul for
‘‘consultations’’.28
Spurred by the need to coordinate policies in response to 9/11 and the

war on terror – especially with respect to North Korea – China, Japan
and South Korea managed to patch over their difficulties and resume
some sort of normalcy in their diplomatic relations.29 Intra-regional trade
and investment continued to boom, and important steps were taken to
strengthen the economic side of the relationship, most notably in the con-
text of economic cooperation and the formation of the new ASEAN Plus
Three (APT) framework for dealing with regional financial issues.
Politically, however, Japan’s relations with its two most important

Asian neighbours would continue to spiral downward for the next five
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years, spurred by Koizumi’s continued visits to Yasukuni and an increase
in nationalist public sentiment in all three countries. Beginning in 2003, a
series of anti-Japanese incidents occurred China, fed by growing public
anger over Yasukuni and the Japanese Ministry of Education’s certifica-
tion of revisionist textbooks. These incidents culminated in April 2005,
when an internet campaign to collect signatures opposing Japan’s bid for
a permanent seat on the UN Security Council (reportedly over 30 million
were collected within a year) escalated into country-wide riots in which
Japanese shops and diplomatic facilities were pelted with stones and gar-
bage and several Japanese citizens were injured in attacks by Chinese
mobs.30

Initially the Chinese government was slow to respond to these de-
velopments, in part for fear that intervening to defend Japanese inter-
ests could backfire, turning an anti-Japanese popular movement into
one aimed against the CCP. Yet alarmed by the escalating violence, and
mindful of China’s substantial economic interests in maintaining ties
with Japan, the communist authorities finally acted, in the name of
‘‘maintaining social order’’, restricting the publication of potentially
inflammatory news items and using the authority of the Chinese Commu-
nist Party to quell the protests.31 At the same time, the Japanese govern-
ment took measures to calm popular tensions over history, and in April
Koizumi made a strong speech at the Asia-Africa summit in Bandung,
Indonesia, in which he apologized for Japan’s history of aggression and
colonialism in Asia and called for improved diplomatic relations.32

A similar deterioration was to be observed in Japanese-Korean rela-
tions. Kim Dae-jung’s successor, Roh Moo-hyun, entered office promis-
ing that he would not seek to make history an issue between the two
countries. An escalating war of words between the two ensued, over first
the revisionist textbooks issue and then the Dokdo/Takeshima Islands in
the Sea of Japan – a small group of 33 uninhabited islands controlled by
Korea since 1952, but claimed by both sides. On the Korean side, a cam-
paign to rename the Sea of Japan the ‘‘East Sea’’ and the issuing of a
Korean postage stamp commemorating the islands enraged nationalist
sentiment in Japan. When in March 2005 the Shimane prefectural
government declared 22 February to be ‘‘Takeshima Day’’, a major dip-
lomatic crisis ensued. President Roh stressed that from the Korean stand-
point Tokudo, which had been incorporated as Takeshima into Shimane
prefecture in 1905, had been the start of the annexation of Korea and
therefore had a symbolic and historical significance that far outweighed
its economic or strategic importance. Japan’s stance, he claimed, was an
effort to legitimize its policies of expansion and colonialism in Asia. Roh
went on to declare the ‘‘diplomatic equivalent of war’’.33 Thereafter,
China and South Korea began to work together to oppose Japan in a
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number of international settings, including opposing its bid for a perma-
nent seat on the UN Security Council and frustrating it on trade and
other issues in APEC and other regional forums.34
As in China, domestic political developments in Korea contributed sig-

nificantly to the escalation in tensions. The Roh government appointed
a special Truth Commission to investigate the family backgrounds of
Korean lawmakers in order to determine whether they had collaborated
with the Japanese during the imperial period. It soon turned out that
many prominent members of his own party came from families that had
prospered under Japanese rule.35 In this atmosphere, and frustrated by
his failures in other policy areas, Roh tried to harness the nationalist pas-
sions stirred by the Takeshima/Dokdo dispute in order to bolster his flag-
ging political fortunes.
Tensions between Japan and its two Asian neighbours took on a dan-

gerous new dimension in 2006, as nationalism threatened to spark major
diplomatic and potentially even military crises involving disputed territo-
ries. In April 2006, after Korea threatened to rename oceanographic
features surrounding the disputed Takeshima/Dokdo Islands, Japan an-
nounced that it would send survey ships from the Japanese Maritime
Safety Agency to map out the area. In response, Korea dispatched a
flotilla of gunboats to the islands and threatened to respond with force
if Japan sent the survey ships. Meanwhile, from autumn 2005 China and
Japan engaged in an escalating war of words over the definition of the
‘‘exclusive economic zone’’ and the nearby Diaoyutai/Senakaku Islands,
which are claimed by both nations. Both Beijing and Tokyo were inter-
ested in asserting their claims to the potentially large reserves of natural
gas believed to lie beneath the ocean floor in the area, and both sides
began to send armed patrols into and around the disputed area. While
last-minute diplomatic efforts, including strong behind-the-scenes inter-
ventions by the United States, managed to contain the crises, none of
the three Asian governments showed great willingness to compromise
on an issue that had assumed a symbolic political significance which argu-
ably far outweighed the economic stakes involved.36
The downward spiral in Japan’s relations with its Asian neighbours

began to provoke anxiety in many quarters. Naturally, the Japanese For-
eign Ministry was deeply perturbed by Japan’s growing diplomatic isola-
tion in the region.37 The Japanese business community was concerned by
the potential damage to Japan’s rapidly growing economic trade in the
region. By 2006 China had become Japan’s number-one trading partner,
outstripping the United States, and by some estimates as much as half the
increase in Japan’s economic growth since 2002 can be attributed to
exports to Asia. The United States also began to signal to Tokyo its con-
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cern over what it saw as a potentially dangerous deterioration in regional
relations.

After Koizumi stepped down in September 2006, his successor, Shinzō
Abe, quickly moved to improve relations with Beijing and Seoul. Even
before he became head of the LDP, Abe indicated that he was eager to
resume high-level meetings with China, tacitly promising in return to halt
official visits to the Yasukuni shrine. Instead, he adopted what might be
called a stance of strategic ambiguity, neither confirming nor denying that
he visited the shrine, but tacitly signalling that he continued to make
visits as a private citizen but not publicly in his official capacity as prime
minister.38 The Chinese government chose to accept Abe’s method of
de-escalating of the issue, inviting him to visit Beijing and meet with his
Chinese counterpart, Hu Jintao, in October 2006.39 In spring 2007 Chi-
nese Premier Wen Jiaobao reciprocated by visiting Japan. Despite lack
of progress on other issues (Taiwan, territorial disputes and so forth),
Wen made defusing the battle over history the main focus of his trip.40
In a major speech before the Japanese Diet – one that significantly was
televised in both Japan and China – Wen struck a conciliatory tone.
After mentioning the traumatic effect of Japan’s war of aggression
against China, he absolved the Japanese people of any guilt for the war,
blaming ‘‘a handful of militarists’’ instead. Stressing that Japan had con-
tributed greatly to China’s modernization and that the Japanese govern-
ment had on many occasions apologized for the past, Wen said that the
two countries hoped to work together for better relations.41

Wen’s visit was widely viewed as a success, and public approval of the
Abe administration showed a significant boost after the visit, reflecting a
general sentiment that improved relations with Japan’s Asian neighbours
were in the national interest.42 While overall Abe’s administration was
an unsuccessful one – within a few months of Wen’s visit he left office over
scandals involving corruption and mismanagement of public pensions –
his pragmatic stance on the history issue and his efforts to rebuild Japan’s
ties with its Asian neighbours were viewed as one of his chief accomplish-
ments. Abe’s successor, Fukuda Yasuo, promised to continue this part of
his predecessor’s agenda.

Whether this tentative suspension of mutual recrimination over the
past will continue, much less open the door to a lasting settlement of the
issue, remains doubtful. Within Japan, conservative forces favouring a re-
visionist stance on history continue to be influential. Even as Abe sought
to reduce tensions over Yasukuni, his efforts to demonstrate to his con-
servative supporters his continued commitment to promoting a patriotic
version of Japanese history sparked new controversy when he appeared to
deny Japanese government involvement in forcibly recruiting prostitutes
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for the imperial army during the Second World War.43 Fukuda, although
long known for having a moderate approach on the history issue, is
bound to face pressure from conservative voices inside his own party.44
Similarly, nationalist sentiments in China and South Korea have not dis-
appeared, and significant differences remain on a variety of issues of both
symbolic and geo-strategic importance – Taiwan, territorial disputes such
as Dokdo/Takeshima and Diaoyutai/Takeshima, and so forth. The way in
which interest and identity (see also Oshimura in this volume) have been
constructed in China, Korea and Japan suggests that there is plentiful
material for future conflict over the past. Moreover, worldwide there is a
continued emphasis on addressing past injustices in the name of promot-
ing reconciliation and deterring future crimes against humanity. Under
these conditions, a re-emergence of the history issue in Asia seems to be
only a matter of time.

Practical implications: Can the history problem be
overcome?

It is difficult to be overly sanguine regarding the short- to medium-term
prospects for a resolution of the history issue. The main political actors
have driven themselves into an impasse over the issue, and the prospects
for outside mediation or the creation of multilateral mediation mecha-
nisms are dim at best. For the time being, a bilateral approach appears
to offer the only hope for progress. As tensions over the history issue
continue to simmer, leaders throughout the region are conscious of the
need at least to contain these issues, and where possible to advance the
cause of broader inter-societal understanding and reconciliation.
The prospects for doing this, however, vary according to the relation-

ship. The best opportunities probably lie in the context of Japanese rela-
tions with South Korea. In recent years there has been a flowering of
cross-border contacts between the two countries, and a general softening
of popular attitudes, particularly in Japan. Domestic political factors in
the two countries, however, have prevented these developments from
leading to a deeper reconciliation. The change of government in Tokyo,
and the possible change of government in Seoul, offer hope that the sig-
nificant improvement in bilateral relations that began in 1998 after the
Kim Dae-jung government and continued through 2001 with the success-
ful joint Korean-Japanese management of the World Cup games can be
resumed. In the case of China, making progress is likely to be more diffi-
cult. Differences in Chinese and Japanese national interests over issues
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such as Taiwan and the US-Japanese alliance will complicate any sus-
tained effort to promote reconciliation on historical issues. In addition,
the fact that China is a non-democratic nation is likely to be a factor. Chi-
nese leaders are more likely to resort to nationalist appeals – which in the
Chinese context are prone to be anti-Japanese. For their part, the Japa-
nese public are likely to find it difficult to see Chinese leaders – who rose
to power through an authoritarian Communist Party apparatus that in
the past was responsible for killing millions of its own citizens – as credi-
ble representatives of the Chinese people as a whole.

To what extent should we be concerned about the history issue?
Despite occasional upward spikes in tensions, cooperation on the non-
governmental level has proceeded unabated. Intra-regional trade and
investment remain strong. Japanese and Korean pop culture is avidly
consumed throughout the region, including in China. Millions of Chinese,
Koreans and Japanese visit each other’s countries as students, tourists
and on business trips. And regional integration has managed to move for-
ward on a number of levels despite the tensions.

On a political level, however, the character of regional integration has
been coloured by deep mutual suspicion throughout its history. In con-
trast to Europe and Southeast Asia, where regional integration has been
seen as a way of overcoming potential strategic rivalries,45 integration in
the Northeast Asian context has been purely tactical in nature, aimed at
providing short-term solutions to specific problems, usually economic in
nature. While fortunately the regional balance of power has been by and
large stable (despite tensions over North Korea and Taiwan),46 beneath
the surface nationalist rivalries simmer on. If the root causes of mutual
suspicion cannot be tackled by the region’s leaders, the prospects for the
creation of a genuine security community in the Asian context are likely
to remain dim.
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30. Asahi (2005) ‘‘Tomoranu Chūgoku Han Nichi’’, Asahi satellite edition, 9 April, p. 2;
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34. Asahi (2005) ‘‘Ajia tono ‘wakai’ tōku’’ (‘‘Reconciliation with Asia Remains Far Off’’),
Asahi satellite edition, 10 May, p. 2; AFP (2005) ‘‘APEC Meeting Sees Splits Over
Trade, Japan’s Past’’, AFP, 15 November, available at http://asia.news.yahoo.com/
051115/afp/051115085837.business.html.

35. Lee, Eun-Jeung (2006) ‘‘Kampf um die Vergangenheit in Südkorea: Alte und Neue po-
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The function and dysfunction of
identity in an institutionalizing
process: The case of Northeast Asia

Takashi Oshimura

Issues surrounding Northeast Asian identity

Issues of identity in international relations are of great concern for ob-
servers of the post–Cold War world. Yet it is no easy task at this particu-
lar moment in time to speak of a regional identity for Northeast Asia.1
Journalists say that the Sino-Japanese relationship is currently at its
worst stage since the restoration of diplomatic ties in 1972. Anti-Japanese
sentiment erupting in South Korea and China, in reaction to former Jap-
anese Prime Minister Koizumi’s unique philosophy about war victims,
has made it unlikely that a regional identity will emerge in the medium
term. Among other relevant factors are the limping and often deadlocked
Six-Party Talks2 and Washington’s negative comments on an East Asian
Community, not to mention Japan’s reluctance in resolving issues related
to past atrocities.
In such changing circumstances – evidently changing for the worse –

the majority of commentators tend to deny any empathy for an overarch-
ing regional identity. They have good reason to be sceptical, to the extent
that the above-mentioned factors are usually accompanied by a number
of more general impediments: a difficulty in adjusting national identities,
the asymmetric structure of power, a large gap between differing world
visions, no experience of being unified under the same authority and
weak incentives to think of Northeast Asia as a distinct region. Given
such impediments, we are inclined to give up on conceiving any shared
identity in this geographical space. Instead, open regionalism in East
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Asia or the Asia-Pacific seems to be more attractive, in so far as this
framework can attenuate national rivalries among Northeast Asians by
extending the pie in a horizontal direction so that it may accommodate
the ASEAN Regional Forum (ARF), Greater China and even the
United States.

This chapter is primarily concerned with exploring how the fostering of
an overarching identity may or may not contribute to regional institution-
alization. It also responds to the above-mentioned scepticism and at-
tempts to relativize the denial of an overarching identity for Northeast
Asia. The point to be emphasized is that, although it was plausible before
we witnessed the recent rise of anti-Japanese sentiment in neighbouring
countries that Northeast Asian regional cooperation would gradually
evolve into regionalization or institutionalization (for definitions see
Yamamoto and Higgott and Timmermann in this volume) without any
cognitive moment, the newly emerging context urges the various key
actors (including governments and civil society) to foster a cognitive kind
of regionalism in the form of identity and consensus.

An unwillingness to tackle the issue of identity may be based on a sim-
plistic or impressionist logic: it is more prudent to avoid sensitive topics,
like identity or values, in order to keep functional economic cooperation
operating. However, the depressing result of a poll by Asahi Shimbun in
2005, contrary to all expectations, casts doubts on this prospect for a self-
evolving process.

The poll was jointly conducted in Japan, South Korea and the Republic
of China; in response to the question ‘‘What country will be the most
important economic partner in coming years?’’, 34 per cent of Koreans
said ‘‘the United States’’, 45 per cent said ‘‘China’’ and just 6 per cent
said ‘‘Japan’’. Among Chinese, 37 per cent of respondents said that the
United States will be the most important partner, while 29 per cent said
the European Union, 16 per cent said ASEAN and 6 per cent said
Japan.3

The poll is illustrative of the fact that, even in the economic domain,
awareness lags far behind the reality of interdependence and coopera-
tion. What is the explanation for this gulf between ‘‘the way it is’’
(reality) and ‘‘the way one looks at it’’ (perception)? One constructivist-
oriented interpretation would be that since most Chinese do not wish to
see their country relying on Japan, they subconsciously dent the reality of
the interconnectedness. Also interestingly, according to a poll, two-thirds
of Chinese are unaware that Japan is a great donor of official develop-
ment assistance (ODA) to China.4

Thus the current evolution reveals that, unless all major players
(Japan, the People’s Republic of China and South Korea) turn their at-
tention to ideational variables such as norms, culture and identity – in
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search of a common awareness of geography, values and way of life –
further regionalization, or regional institutionalization, is less likely to
be successful even in the economic sphere. As Michael Yahuda has
argued, despite booming economic relations and deepening economic in-
terdependence, ‘‘there has been no corresponding improvement of rela-
tions in other spheres, as followers of the liberal persuasion would have
expected’’.5
Methodologically, the realist and politico-economist approach alone

provides us with a poor insight into identity problems, as far as it has
presupposed power-oriented (or material-based) relationships among
nation-states. A more relevant approach here is a constructivist one, to
the extent that constructivists have begun to apply their arguments to
ASEAN, asserting that norms other than self-help have underpinned
ASEAN’s security behaviour, and that the ASEAN member states now
hold consensus over key norms and collective identities.6 Similarly, the
future of the ARF will be dependent largely on how successful its mem-
bers are in attaining that kind of consensus.7 In consequence, we have
a full research motive for applying this method to identity issues in
Northeast Asia on the working assumption that, for Northeast Asian in-
stitutionalization to be achieved, we should raise such issues as mutual
understanding, identity sharing and the acknowledgement of economic
interconnectedness. Thus a substantial part of the chapter is aimed at ex-
ploring in what ways, and by following what steps, regional consciousness
can come to be cherished.
In pursuit of this goal, the remainder of the chapter is organized

into four sections. It first explores some major theoretical aspects of iden-
tity and undertakes a critical examination of the conventional discourses
of Northeast Asian identity from a theoretical perspective. It then intro-
duces a comparative and cross-regional approach in reference to Europe,
with the object of casting a new light on the issue of Northeast Asian
identity. The third section examines the role of identity in institutionaliz-
ing regional interactions, while the final section suggests some factors
that would contribute to inventing a core of shared identity in this region.

Defining identity

Prior to embarking on a search for an overarching identity in Northeast
Asia, we need to deal with a set of theoretical problems. We must take
this step of theorizing identity because the way in which we define the
term ‘‘identity’’, as made clear in the constructivist approach, may deter-
mine the reality of identity itself. Thus, the basic assumption is that the
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way identity looks is largely dependent on the way that we conceptual-
ize it.

Collective identity is a wide-ranging concept that may encompass fam-
ily ties, ethnic belonging, citizens’ affiliation, nationalism and regional
solidarity through Kantian cosmopolitanism. Some think that people
tend to unite because of something they have in common (blood, birth,
land, memory), while others say that people need to unite for a common
pursuit (survival, wealth, prosperity, security). Still others consider that
people consolidate themselves against an outward threat (a belligerent
neighbour, an oppressive majority).

These various patterns of manifesting identity imply that it can hardly
be understood as an innate component of human nature; an identity,
whether personal or collective, is not in the least imprinted in human in-
stinct. In fact, a greater number of psychologists and sociologists today
hold to the basic principle that identification is a social construction, in
the sense that the collective identity of one group is contingent on the
nature of, and the relations with, other surrounding entities. In their
understanding, the sense of collectivity is not essentially an unchanged
mind-set but rather a changing (or changeable) idea over time.

Placed into the Northeast Asian context, this newly formulated con-
cept of identity suggests that identities in this region may fluctuate in re-
sponse to the intra-regional and inter-regional circumstances. Identities
operate, at first sight, as a convergent rather than a divergent moment in
the region. Northeast Asian countries have a slight memory of once
being a main or peripheral part of the Chinese empire. People living in
this region have a sense of belonging to the same civilization, categorized
as Confucianism. If we speak broadly, they are partially committed to
a common set of values, norms and aspirations. Moreover, as a result
of the emerging middle class in China and South Korea, a new type of
interaction among people (connected by the internet, consumerism and
modern cultural experience) has come to form an additional network of
regional ties.8

Undoubtedly, the nations in Northeast Asia also have their own na-
tionally defined identities, which are so persistent that these identities
are likely to collide.9 Obsessed with internal ethnic fragmentation,
Beijing is making every effort to forge a Chinese national identity; by ap-
pealing to identification with past China as a victim of foreign aggressors,
Chinese officials and opinion leaders so far have been successful in build-
ing nationalistic feeling. Similarly, a sense of national insecurity or
vulnerability has resulted in Japan’s defence policies, which assume an
ever-growing China to be an unstable factor and even a potential threat
to Japan.
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This volatile nature of nationalized identity seems to support the scep-
tical view mentioned above about Northeast Asian identity.10 Obviously,
the identity shared across nations can be denied on the assumption that
nationally differentiated factors like culture, language and values are im-
pediments to regional integration. Even if we confine our scope to Con-
fucianist civilization, people living there now have tremendous diversity
in religion and culture. Hence there is a conviction that each culture
must have its core, one which is irreducible to others: a Japanese culture
that is unique in its heritage is untranslatable into any other culture.
Understood in this way, diverse cultures are bound to be in conflict with
each other. This zero-sum view of cultural clash may be defined as
‘‘essentialism’’.
However, essentialism seems to have confused a nation’s security and

diplomatic stance (leading to a ‘‘threat game’’) with identity problems,
and thus fails to grasp Northeast Asian historical dynamics since cultural
identity in each part of Asia is a compound one: Chinese civilization is
understood to be a hybrid of different cultures. Also misguided are those
commentators who argue, based on essentialism, that a human being can
embrace only a single identity, not plural ones. If someone assimilates
himself as an Asian, according to their view, he could never embrace a
European – French, German, Italian, etc. – identity without psychological
anomaly. Therefore, if he chooses to be assimilated into a European
identity, he must give up being an Asian. This formula is all the more
plausible when we think, by analogy, that no one is, in principle, per-
mitted to possess several nationalities simultaneously.
Nevertheless, put in the Asian context, this view seems to be both ill-

founded and unable to reflect true cultural dynamism. It is an undeniable
fact that in Northeast Asia the Western way of life that has penetrated
into most Asian value systems in the state-modernizing process has con-
stituted part of Asian identity. Viewed from this perspective, each na-
tional identity in East Asia is inherently a multiple identity.
Given that the above theoretical considerations, indicating that one na-

tion’s identity can never be regarded as a pure kind, offer a better insight
into identity issues, a cross-regional analysis will provide a seminal tool
for looking more closely at the changing face of regional identity.

Use and limits of the European analogy

Some observe that Europeans are all committed to Christian values,
whereas Asians do not share a common system of comparable values.
Others argue that ‘‘Europe’’ is a value-oriented concept while Northeast
Asia is, at most, a geographical framework. In either discourse, the Euro-
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pean analogy tends to be invoked as an exception that can never be
applied to other regions, least of all Northeast Asia. Based on these
comparisons, both academics and practitioners concerned with regionali-
zation in Northeast Asian are, for the most part, less enthusiastic about
the EU model.

Moreover, by having recourse to the European analogy, some claim
that European nations are living under similar types of a pluralistic
regime, while political systems in Northeast Asia remain hopelessly
diversified, with autocracy, authoritarian government and parliamentary
democracies, each having a root in national tradition. Thus, Peter J. Kat-
zenstein and Rudra Sil are sceptical about extending European insight
to Asia precisely because the history of the Asian state system was, in
contrast to Europe, ‘‘shaped for many centuries by the principle of suzer-
ainty’’.11 They go on to point out that ‘‘most Asian states were located at
the European periphery and deeply affected by colonial experience that
was simply absent in the relations among the imperialist powers in the
European core’’.12

However, the view of Western Europe as an exceptional case inappli-
cable to Asia can be challenged based on the following rationales. Be-
hind its common appearance of Christianity, when we look back at its
genesis and evolution, European civilization also manifests itself as a hy-
brid type. With heterogeneous continental geography, and diversity of
peoples and identities, European civilization is understood to be a fusion
of the complexity of ancient Greek and Roman heritage, Celtic tradition,
Germanic feudalism, Slavic and Jewish civilizations and many others. In
the case of the European Union, since an overarching identity was not
conceived until the economic and political arena of the European Union
was sufficiently demarcated, an emerging EU identity cannot be regarded
as the cause but rather a by-product of political integration.

If we assume that cultural conformity alone facilitates regional integra-
tion, then we fail to explain the difficulty that confronts some Central and
South American nations in undertaking regional consolidation despite
their having a Spanish tradition in common. In consequence, it can be
argued that Asian diversity in culture is not to be automatically regarded
as detrimental to regional integration. In fact, Southeast Asia, long
described as the Balkans of Asia (having ethnic, linguistic, cultural and
religious diversity), has borne witness to the most successful regional
cooperation – in the form of ASEAN – of the non-Western world.13

Rather, the contrast worth noting is that the Cold War in Europe was
fought in a way that enabled a sense of unity to be mobilized among
Western Europeans in opposition to the communist bloc. Asian coun-
tries, on the contrary, have never taken such advantage of the Cold War
(which is not yet completely over in the Korean peninsula).
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Nevertheless, it should be noted that the Europe to which Asians
looked as a model in the past was not really Europe as such, but an ideal-
ized Europe. In retrospect, Asian people, whether colonized or not, at-
tempted to create a centralized nation-state in the European image by
overcoming an enduring and deep-rooted intra-state diversity. In this
way, Europe has invariably offered a creative pattern of linkage between
geographical renegotiation and identity sharing. With all this taken into
account, the identity sharing in the European Union may provide, if
Northeast Asians are not unwilling to learn a lesson from Europe, a new
pattern of interaction among people and places.
The successful output of rationalized relations among the European

states suggests that the European dimension of identity does not replace
national or local identities, but can be added to already complex formula-
tions and layers of identity. With regard to the apparent sameness ob-
served in European nations, it hardly represents a cultural commonality.
Instead, it seems to be a product of a commonly embraced belief that the
peaceful world outside the state is ultimately shaped by intra-state
democracies.
The lesson to be learned from European inter-state relations would be

that the liberal democracy practised in each national unit needs to be
complemented by peaceful external relations with other countries. This
awareness led Europeans to a consensus that lawful and institutionalized
relationships among nations were a prerequisite for domestic well-being,
and that neighbouring nations are, in this sense, an indispensable part of
each nation’s identity. In this process, a legal norm (or the rule of law)
was internalized so that all nations adopted the same kind of regime as a
quasi-universal standard. Therefore what Asians see from the outside as
the common characteristics of European political regimes is procedural
democracy emerging out of the political effort, not in the least as a reflec-
tion of cultural uniformity.

Northeast Asian regionalism: An ideational construction
rather than a self-evolving process

Those who rely on overlapping economic incentives tend to think that
renegotiation on sensitive issues, like a common past and history, may
hamper rather than facilitate regional identity building. In their under-
standing, by virtue of a driving force often referred to as ‘‘spill-over
effects’’, nations can gradually cultivate economic exchange from below,
from ‘‘low politics’’, while abstaining from committing to controversial
‘‘high politics’’. This prudentialism – seeking not to disrupt economic
relationships – most often leads to status quo thinking in high politics.
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Since political discourses are considered as something to be avoided, a
neo-functionalist would think it desirable to focus (in avoiding the politi-
cization of issues) on concrete economic interactions from a technical
viewpoint. The firm conviction is that two nations, even those with mu-
tual hatred and antagonism for whatever reason, will equally benefit (in
theory) from economic cooperation. However, a solid counter-argument
was raised by Michael Yahuda, who said:

notwithstanding the close and significant economic interdependence between
China and Japan, there is no corresponding spill over into social, intellectual
or security engagement. The result is that the two societies have not come
closer together. The recurring disputes about school history textbooks such as
the one that emerged in the spring of 2001 are not caused by ignorance of each
other’s processes of decision-making on the issue. They stem from a failure of
empathy on both sides.14

In conclusion, he writes:

The tremendous expansion of economic exchanges has not led to the emer-
gence of constituencies that have publicly taken a stance in favour of promot-
ing closer ties and against manifestations that evoke hostility towards the other.
As we have seen, the contrary seems to be happening as recent trends seem to
be driving the two countries further apart.15

In the Northeast Asian context, two regional particularities, or Euro-
pean and Asian differences, which prevent the spill-over effect from op-
erating at full scale should not be overlooked. In other words, devoid of
any support in ‘‘high politics’’, both ‘‘low politics’’ and ‘‘middle politics’’
may be helpful in making economic cooperation among Northeast Asians
sustainable – but only in so far as economic incentives overlap.

In the first place, while high politics like security for Western Euro-
peans was provided unilaterally by the United States in the 1950s and
1960s, and this issue never became a source of dispute, the state security
issue remains a main locus of dispute in Northeast Asia. If the neo-
functionalist approach is less applicable to this region, it is simply be-
cause Northeast Asian nations are more firmly attached to their own
security culture than other nations. Economic and trading partnerships,
at most, camouflage security tensions during periods of booming trade
and boosted economies.

Additionally, whereas the communist bloc during the period of the
Cold War offered the imperative for unification in Western Europe, the
unchanged reality observed in Northeast Asia, by contrast, is the per-
ceived absence of a common ‘‘other’’ against which an alliance among
Japanese, Chinese and South Koreans must be formed.
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Therefore, Northeast Asians need to find their own driving force for
high-politics coordination by means of identity discourse and political
will. This will play a crucial role in removing Northeast Asian particular-
ities and consolidating regional economic cooperation. Those players in
Northeast Asia who intend to evade politicizing such issues as mediation
and historical problems are bound to fail in regional confidence building.
To sum up, economic regionalization needs to be complemented with
cognitive regionalism promoted by political will. That is one of the rea-
sons why the reconstruction of the past, initiated by strong political lead-
ership, should precede the deepening of regional cooperation.
An encouraging factor, one that might be expected to compensate for

the lack of effort in high politics, is that despite the absence of political
will, a de facto convergence of rules of conduct in ‘‘middle politics’’ is
emerging in Northeast Asia. In complying with the same norms, like fair
trade and fair markets, or thinking of themselves as living under the same
kind of rule, Northeast Asians have the opportunity to converge mutually
conflicting approaches to political issues into a similar way of problem-
solving. This ultimately may allow for cooperation in high politics.
China is gradually being incorporated into international society in the

way that it has begun to abide by binding norms of market capitalism
and, to a lesser extent, the basic principles underlying neo-liberalism. It
is premature to say whether China can internalize the norms associated
with the global standard, but it could manage to arrive at the stage of
pre-internalization. To internalize similar norms implies having a com-
mon institutional denominator with other nations occupying that regional
geography. This is not to say that Northeast Asian countries all share the
same ideas and values, or a similar approach to democracy and liberal-
ism. However, we have reason to anticipate that eventual internalization
of global standards may help to accelerate the regionalization of legal
and political identity.16

Conclusion

Northeast Asian identity, as we have seen, can hardly be defined on the
grounds of common cultural heritage alone. In the course of modern re-
gional history, identities were shaped distinctly in each nation’s tradition
and in relation to others. Therefore, the best possible route that North-
east Asians may take to identity sharing is to extend their scope to rein-
vent, rather than confirm, cultural and historical commonality. In this
process, Northeast Asians do not need to memorize what they have in
common as their direct legacy, but to interweave past and present in pur-
suit of some redefinition of ‘‘Northeast Asian-ness’’. The consciousness
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(even a newly invented one) of a shared past, as Edward Vickers
observed, is fundamental to ‘‘the collective identities that underpin the
legitimacy of our political regime – so much so that where a shared past
does not exist, it may be felt necessary to try to invent one’’.17 This also
applies to any transnational cooperation that claims legitimacy and the
allegiance of members.

This identity-sharing project is supposed to be the continuous renego-
tiation of historical events and geographical places, or reconstruction of
the meaning of the past in an ideational and psychological dimension.
Here again, cognitive moments like mediation, dialogue at the diplomatic
level and discussion, communication and education at the level below will
play a key role: the dialogue on history textbooks that is under way be-
tween Japan and South Korea constitutes one of these endeavours. Sig-
nificantly, the commonality invented in this way is not likely to replace
national identities, but rather will constitute an additional dimension to
the existing layer of identities.

The following four potential suggestions/areas may facilitate the inven-
tion of regional consciousness.

First, by casting new light on regional history, something unique
about Northeast Asians could be invented in relation to other regions.
Among promising candidates are Asian values, Asian ways of life,
neo-Confucianism and ‘‘relationalism’’ (as opposed to the Western phi-
losophy of individualism). In retrospect, the concept of Asian values as-
sociated with popular traditions like respect for community, high work
ethics and prioritizing duty over individual rights was influential among
the leaders of Asian developing states during the late 1980s.

However, the concept seems to have been too politicized to be exam-
ined in academic research. State-centred orientation of Asian values
proved to contain nothing more than a negative idea, according to which
European values like individual freedom and procedural democracy were
undermining social cohesion and becoming obsolete as guiding principles
of state development. In that sense, its advocacy was completely of a
defensive and particularistic nature. In a similar way, the discourses
on Asian values that Mohamad Mahathir and his proponents delivered
were based mainly on a ‘‘powerful and very sharp distinction between
East and West which easily shades into fixed cultural/racial categories’’
and therefore overlooked ‘‘the hybridist of the history of the region’’.18
That explains why the East Asia Economic Caucus (EAEC) proposed
by Mahathir had little appeal to South Korea and China, whose attitudes
towards Japan are sceptical.

Moreover, although Asian values tend to be formulated in the image
of Confucianism by East Asian leaders, their commonality is not so
self-evident, to the extent that interpretation of Confucianism has been
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localized and some still think that Confucianism tends to preserve feudal
practice and thus hamper economically based inter-state cooperation.19
Therefore, an ideal replacing mere exceptionalism needs to be elabo-
rated in such a way that regional identity may better represent the
uniqueness of Northeast Asia; Asian environmentalism inspired by Bud-
dhism and Shintoism is more likely to be an alternative to the Western
view of nature.
Second, a sense of affiliation may be forged in the form of a symbol,

motto or slogan, and all of these can be effective in uniting people of
different cultures. Among these are symbiosis, kyosei, unity in diversity
and consensual democracy, as opposed to majoritarian democracy in the
West, and an Asian industrial market economy as opposed to European
social and American liberal marketism.20
Third, the role of élites, including politicians, opinion formers, entre-

preneurs, academics and the epistemic community, should not be under-
estimated, particularly in the shaping of a political and diplomatic
identity. As has been the case with Europe, élite networks, along with
political leadership, may contribute to forming the hub of interconnect-
edness. In this respect, personal exchanges and government-sponsored
exchange programmes would promote (if not always positive, at least
realistic) perceptions of interdependence.
Fourth, and no less significant, is the role of civil society. If Northeast

Asians are to learn a lesson from the European process of integration, it
would be that the process was initiated and urged from above, namely by
policy élites, bureaucrats at Brussels and entrepreneurs in multinational
corporations. Northeast Asian nations, by adopting selectively the con-
stituent elements of the EU method, have more chance to be united re-
gionally from below, with the assistance of citizens’ interactions beyond
borders.
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7

Do alliance networks in Northeast
Asia contribute to peace and
stability? The US-Japan alliance
in focus

Jitsuo Tsuchiyama

Introduction

This chapter tries to shed light on the roles of alliance networks in North-
east Asia in the first quarter of the twenty-first century, focusing espe-
cially on the US-Japan alliance. Careful attention is paid to the changing
roles and rationale of the alliances after the end of the Cold War period,
and an attempt is made to formulate the conditions under which alliance
networks are institutionalized in the way that they stabilize security prob-
lems in the region.

Over the past decade Japan’s roles and responsibilities in the US-Japan
alliance have been expanded. Meanwhile, de facto alliance networks (or
virtual alliances) among the United States, the Republic of Korea, Aus-
tralia and Japan have emerged in dealing with certain security issues
in the region, such as East Timor. On the other hand, the conflicting
relations that took shape during the Cold War have not only remained
unchanged even after that era ended in Northeast Asia, but these con-
flicts have been intensified during the last few years. Those potential
conflicts include the confrontations on the Korean peninsula and in Sino-
Taiwanese relations. Do US-led alliances in Northeast Asia stabilize or
destabilize the security relations in general – and those conflicts just men-
tioned in particular?
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Realism versus liberalism

International relations specialists are usually divided into two schools:
realism and liberalism. Although there is some cross-over, realists usually
pay careful attention to international anarchy, power distribution and
the threat of force, since they believe that power and security play a
larger role in international politics than do international norms and insti-
tutions. In contrast, liberal theorists focus on these norms and institu-
tions, arguing that they can be powerful since they can moderate, for
example, power and security dilemma problems. During and after the
Cold War, both schools attempted to explain the security situations in
Europe and Asia.
Based on their presuppositions, many realists predicted that the North

Atlantic Treaty Organization (NATO) and the US-Japan alliance would
disintegrate, while liberal theorists predicted the opposite. The evolution
of NATO and the development of the European Union (EU) in the
post–Cold War era would appear to support liberalism’s claim: institu-
tions are apt to develop when actors foresee benefits from adopting their
norms and rules. However, for most liberals ‘‘the security arrangements
in Asia remain a puzzle’’,1 since security institutions in Northeast Asia
remain limited despite the presence of expected benefits from joining or
strengthening institutions.
There is no widely agreed-upon definition of ‘‘institutions’’ in interna-

tional relations. Most concepts are defined quite broadly, so as to allow
the concept to cover almost all international patterns. For example, Hed-
ley Bull defines international institutions as a diplomatic mechanism and
the managerial system of inter-state relations. According to Bull, institu-
tions are not organizations but merely ‘‘a set of habits and practices
shaped towards the realization of common goals’’.2 This chapter defines
an ‘‘institution’’ as ‘‘a set of rules that stipulate the way in which states
should cooperate and compete with each other’’.3 Though these rules
are usually incorporated into international organizations or institutions,
it is not organizations and institutions themselves that compel states to
follow the rules.
Based on the discussions in the following pages, the chapter will try to

show to what extent the security politics in Northeast Asia can be de-
scribed by an institutional approach. Furthermore, although this chapter
will suggest that the institutionalization of security issues in Northeast
Asia has progressed more than is commonly understood, it will also con-
sider whether or not the role of security institutions is still limited in this
region.
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Post–Cold War security debate over Northeast Asia

In the first decade after the end of the Cold War, many international
relations specialists began to pay careful attention to security issues in
Northeast Asia, because security problems in Asia kept growing. These
issues included the Tiananmen Square incident of June 1989, the
Japanese-threat problem in the United States caused by Japan’s ‘‘bub-
ble’’ economy in the early 1990s, the North Korean nuclear crisis in
1993–1994, the Sino-Taiwanese ‘‘missile crisis’’ in March 1996 (which
resulted in China’s increasing threat to its neighbouring countries and
the United States) and North Korea’s shooting of the missile known as
Taepodong 1 over Japan in August 1998.

Responding to these dramatic changes and the concerns that followed,
the United States tightened its security relations with its alliance part-
ners. For example, the US and Japanese governments revised the guide-
lines for US-Japanese defence cooperation in September 1997, which
made it possible for Japan to take on rear-area functions (logistics sup-
port) in the alliance. The United States, Japan and South Korea formed
the US-Japan-South Korea Trilateral Coordination and Oversight Group
(TCOG), which could be considered as a step towards the creation of a
‘‘virtual’’ alliance among the three countries.4

In contrast to the policy-oriented discussions based on realist thinking,
liberal approaches were also introduced, and the security problems were
widely discussed based on these approaches in the same period. In the
first half of the 1990s liberal theorists and pundits debated the prospects
of multilateral security cooperation frameworks in Northeast Asia. For
example, many considered an Asian version of the Organization for
Security and Cooperation in Europe (OSCE) as a policy option in the fu-
ture. For liberal theorists, multilateral (rather than unilateral or bilateral)
approaches are viewed as more desirable and workable, for at least three
reasons. Firstly, they consider that America’s ‘‘unipolar moment’’ cannot
last forever. Secondly, it has been believed that the growing economic
and military strength of key states in Northeast Asia will allow them to
show resentment against US primacy at some point. Thirdly, as G. John
Ikenberry points out, the multicultural character of American political
identity reinforced a multilateral foreign policy: the core American iden-
tity is ‘‘cosmopolitan liberal’’.5

Despite a widespread debate over multilateral as well as institutional
approaches to Asian security, there has not been any significant progress
in multilateral security frameworks in the region. Why? We can consider
several reasons for this.

Firstly, the degree of institutionalization and the cooperative depth
in institutions vary according to the topic area and regions. Concerning
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economic or environmental issues, a multilateral approach and institution
building are apt to take place; this is not always the case when it comes to
the topic of security. Although a lot of attention has been paid to the
ASEAN Regional Forum (ARF) and the Council for Security Coopera-
tion in the Asia-Pacific (CSCAP), as Keiichi Tsunekawa writes, both the
ARF and the CSCAP are no more than supra-regional forums that ex-
change opinions and information, and they cannot function as a conflict-
prevention or conflict-resolution network.6
Secondly, a part of the reason stated above is that the United States

prefers a bilateral agreement or ‘‘hub-and-spoke’’ security system to a
multilateral security framework – not only because the United States has
a strong interest in preserving bilateral security arrangements, but also
because it wants to keep a free hand in security management. For exam-
ple, the revised guidelines for US-Japan defence cooperation add a more
multilateral character to the US-Japan alliance, although this does not
necessarily mean that Japan has been released from its subordinate role
in the alliance. Another example is the Korean Peninsula Energy Devel-
opment Organization (KEDO), which was established by the United
States, South Korea and Japan to implement the 1994 agreed framework
that was concluded between the United States and North Korea. By pro-
viding a way for South Korea and Japan to be involved in the bilateral
agreed framework process, KEDO succeeded in transforming the bilat-
eral US-North Korean agreement into a multilateral dialogue among
these countries.7
Thirdly, the foreign policy orientation of the United States has shifted

significantly since the commencement of the George W. Bush administra-
tion (and especially after the 11 September attacks against the World
Trade Center and the Pentagon), from multilateral to unilateral diplo-
macy, and from deterrence to a pre-emptive or preventive security
policy. Ever since the US decision to attack Iraq in March 2003, the US
allies’ resentment and resistance have kept increasing, reaching an
unprecedented level. The war on global terrorism could have increased
cooperation among major international actors – and thereby reinforced
multilateralism and international security institutions. However, if the
Bush administration does not stop pursuing its pre-emptive/preventive
and unilateral foreign policy, some major powers may adopt ‘‘soft balanc-
ing’’ measures that use international institutions and diplomatic frame-
works to undermine US foreign policy goals.
As a matter of fact, according to Robert A. Pape, ‘‘soft balancing

against the United States has begun’’.8 While the shift in the Bush admin-
istration’s foreign policy orientation is not the only factor that prevents
security institutions in Northeast Asia from growing, it is certainly one
of the most disturbing.
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Security in Northeast Asia and the balance of power

Before getting into an analysis of the current international security insti-
tutions in Northeast Asia, one must quickly review common understand-
ings of the Northeast Asian security system in the recent past. Although
there may be no clear consensus as to what kind of security frameworks
are emerging in Northeast Asia at this moment, there does appear to be
some agreement that certain kinds of security frameworks exist in this
region.

One of the most basic understandings of international security systems
is the ‘‘balance of power’’, but some political scientists consider that there
is, as yet, no such concept shared among key Asian countries. It may be
true that the mere existence of multiple powers does not constitute a bal-
ance of power, since the balance of power is an international institution
cultivated in modern Europe within which member states regulate dis-
putes among themselves.9 Without a common security interest and insti-
tutional mechanisms supported by member states, a balance-of-power
system cannot function effectively.

In East Asia it has often been pointed out that China and Japan are
too big and ‘‘heavy’’ in size and weight to form a workable balance,10 a
situation quite different from the European experience. Hence, William
Chapin wrote that it is ‘‘unlikely that Asia will develop any really inde-
pendent balance system’’.11 The fact that there has been no comfortable
balance-of-power system in Asia has made it difficult to build a sensible
security framework in this region.

Today, however, most international relations specialists recognize that
a balance of power in Northeast Asia has been emerging. For example,
Paul Dibb points out that the balance of power among five states –
namely China, Japan, India, Russia and the United States – is a new
phenomenon in Asia’s international order; and notes that ‘‘it is power
balance and economic growth that are the main security variables’’ in
Asia.12 Kenneth Waltz recently wrote that ‘‘the actions and reactions of
China, Japan, and South Korea, with or without American participation,
are creating a new balance of power in East Asia, which is becoming part
of the new balance of power in the world’’.13

When Dibb and Waltz say that a balance of power is emerging in East
Asia, they perhaps mean that what Michael Doyle calls ‘‘structural bal-
ance’’ (a balance among antagonistic powers opposing each other) is
emerging.14 Asian states have already accumulated substantial economic
and military power to form a workable balance among themselves. Con-
sidering all the new developments in Asia, many international relations
specialists have now come to accept the view that a balance of power as
a mechanical artefact is emerging in the region.
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Yet some may wonder if we can conclude that the emerging balance of
power in East Asia is institutional, which requires preconditions such as a
sense of common interest and shared identity, as well as legitimacy and a
common cultural basis shared by member states. Without sharing these
elements and the institutional setting for crisis prevention and manage-
ment in the region, the balance of power to be used for security problem-
solving cannot be expected to function well. When Paul Dibb writes that
the Asian system is ‘‘not yet capable of promoting common policies
because there is no agreement on what might constitute interests’’,15 he
probably means that the balance of power in Asia has remained weak
because institutional ‘‘bonding’’ is still not strong enough to manage the
region’s security issues.
Due to these characteristics of the balance of power in East Asia,

Asian security has depended – and is likely to continue to depend –
more on external powers, especially the US military presence in the
Asia-Pacific and American willingness to use its military force for secu-
rity and stability in the region. US security networks, based on its bilat-
eral alliance commitments with Asian allies, are expected to take such a
role.
It may be noted, however, that American commitment to the alliance

relations with Asian countries is basically the outgrowth of the wars the
United States conducted in Asia, especially the Pacific War (Second
World War) and the war in Korea. Though it may be true that US com-
mitment and its military presence in Asia have been sources of stability,
they have also been sources of instability, as some of the wars and crises
that broke out there indicate.
Besides the historical and strategic characteristics of Asian security re-

lations mentioned above, the balance of power in Asia has had a few
flaws. Firstly, as contrasted with the European case, there is no such
idea as ‘‘raison de systeme’’,16 which is a common interest in terms of
power and security shared by key member states. There is no country in
Asia that plays the role of ‘‘balancer’’, either. Secondly, as has been
pointed out in European cases, most leading Asian states are interested
in a balance of power that is in their favour. Managing a balance of
power sometimes produces security competition between rival states, be-
cause, as Hans J. Morgenthau writes, ‘‘all nations must actually aim not
at a balance . . . but at superiority of power in their own behalf’’.17
Similarly, in the words of Nicholas Spykman, ‘‘Not an equilibrium, but

a generous margin is their objective. There is no security in being just
as strong as a potential enemy; there is security only in being a little
stronger . . . there is a chance for positive foreign policy only if there is a
margin of force which can be freely used.’’18 In this context, the balance
of power that Asian states (as in the cases in Europe) desire is ‘‘the one
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which neutralizes other states’’.19 The alliances in Northeast Asia aim at
these political purposes, and it does not make much difference to most
Asian alliance strategies whether or not the Cold War is over.

To sum up, one can say that a balance of power in Asia has emerged
in the sense that some leading Asian powers and non-Asian great powers
are competing with and sometimes opposing each other. Yet the balance-
of-power politics in Northeast Asia has not developed the norms and
rules that constitute a multilateral security institution: i.e. the balance-
of-power politics in the region has not been well institutionalized to
form a common concept or mechanism for making a balance.

The alliance system as a security institution: Introducing the
example of the US-Japan alliance

This section will focus more on the roles of alliances, because a regional
security order in Northeast Asia has been managed largely by bilateral
alliances with the United States. Yet most major US alliances in North-
east Asia – namely the US-Japan alliance, the US-Korea alliance and
US-Taiwan security relations – were concluded as a result of wars and
crises in which the United States participated.

Furthermore, since there have been continuous conflicts in Asia, in-
cluding the Taiwan Straits Incident, the Viet Nam War, the Sino-Soviet
War, the Sino-Vietnamese War and the Taiwan missile crisis, multilateral
security cooperation has not been considered feasible, even if desirable.
Unlike European security arrangements developed especially after the
Cold War ended, the potential military conflicts in Northeast Asia have
not been mitigated – indeed, some have become more intense over the
past few years.

In contrast to Northeast Asia, multilateral institutions have been
emerging in the security arrangements in Southeast Asia. Examples in-
clude the Association of Southeast Asian Nations (ASEAN) Regional
Forum (ARF) and the East Asia Summit meeting. ASEAN countries
are promoting multilateral security frameworks, in part because these
middle powers consider that multilateral institutions are more helpful to
enhance their national interest and influence than unilateral or bilateral
diplomacy.

In contrast, multilateral security institutions in Northeast Asia have not
developed much, because of unresolved security conflicts in the region;
the US belief that a unilateral approach and key bilateral security alli-
ances provide the foundation of Northeast Asian security; the Chinese
government’s reluctance to be bound by US-led multilateral and bilateral
security frameworks; and Japan’s adherence to the US-Japan alliance.
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In the case of Japan, diplomacy after the Second World War heavily
depended on the US grand design and its power, and it will be difficult
for Japan to shift its stance from diplomacy based on bilateral security
relations with the United States to a multilateral security institution
approach in a short period of time. There are several reasons why it is
not easy for Japan to take a multilateral approach.20
Firstly, modern Japan has used bilateral alliances as a principal concept

and tool to identify itself within the international order. When the Japa-
nese sought an alliance partner in the past, they always bet on the ‘‘win-
ning horse’’: a hegemonic power that controlled an international order.
Not only in the cases of the Anglo-Japanese and US-Japan alliances, but
also in the case of the Italian-German-Japanese alliance (the Axis Pact)
of 1940, Japan joined the alliance in the hope that its counterpart, even in
the case of the Germany-Japan alliance, would in the end control the
world.
Second, and relating to the first point, since Japan’s basic rationale for

alliance making is bandwagonning, it has not seriously considered taking
military collective action in a future crisis. In the case of the Anglo-
Japanese alliance, for example, both governments closely discussed
collective military action problems, whereas both the governments in the
US-Japanese security arrangement carefully avoided dealing with this
matter because of Japan’s constitutional, strategic and political con-
straints during at least the first two decades of the twentieth century.
Thirdly, in the US-Japan alliance the Japanese had a ‘‘fear of

entrapment’’ – the fear that Japan might be unwillingly involved in an
ally’s war – since they perceived a high risk of entanglement in American
wars in Asia, beginning with the Korean War and ending with the Viet
Nam War. This is another reason why Japanese alliances in the past and
present have not been institutionalized, as compared with major Euro-
American alliance arrangements.
Japan’s security strategy since the Second World War has been quite

simple: it has called for a US security guarantee in exchange for its accep-
tance of US military bases in Japan. While US military bases can be used
for attainment of US national interest, the Japanese leaders expected
that the bases in Japan could function to deter aggression against Japan
and to defend it should deterrence fail.
As a consequence of this rationale for a security treaty, Japanese

leaders did not have strong incentives to discuss the rules and procedures
of crisis management or collective defence within the US-Japan security
framework. In part because of this, they did not use the word ‘‘alliance’’
to describe the security relations with the United States during the first
three decades of the twentieth century; as a result, the US-Japan alliance
arrangement was not significantly institutionalized until the negotiations
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for the guidelines for US-Japan defence cooperation began in the mid-
1970s. Though Japan’s international position in the world was gradually
becoming stronger in the 1960s, its rationale for its alliance making and
management (stated above) remained unchanged until the mid-1970s.

Institutionalizing the US-Japan alliance

As Okinawa was returned to Japan in 1972, Japan’s alliance dilemma
gradually shifted from the fear of entrapment, which dominated the
decision-makers’ minds in the 1950s and 1960s, to the fear of abandon-
ment. A series of international events took place in the early 1970s that
changed the Japanese perception of US-Japan security relations: the
US-Japan trade dispute over textiles; the so-called ‘‘Nixon shock’’ in
the summer of 1971; the Sino-US rapprochement of February 1972; the
US-North Viet Nam peace treaty of 1973; the collapse of the South Viet-
namese regime in 1975; and the US plan to withdraw its ground forces
from South Korea. Leadership problems in both Washington and Tokyo
aroused further worries among Japanese policy-makers.

With these events, a fear of abandonment arose among Japanese
leaders in the mid-1970s. The political environment at the time forced
the Takeo Miki administration to undertake new alliance policy initia-
tives. One of the new policies was the guidelines for US-Japan defence
cooperation, concluded in 1978, which aimed at ensuring military cooper-
ation between the Self-Defence Force (SDF) of Japan and US forces, in-
cluding the Korean contingency, stationed in Japan in case of a crisis in
the vicinity. For the first time since the inception of US-Japan security re-
lations, Japan took an important step which made it possible for Japan to
take joint action in institutionalizing the alliance network.

In May 1981 the Zenko Suzuki administration committed Japan to pro-
tect the sea-lanes of communication (SLOC) within 1,000 miles of Japan.
Furthermore, the Yasuhiro Nakasone administration accelerated Japan’s
defence build-up under the name of burden sharing with the United
States and strengthened the alliance relations (for instance, by removing
the Diet’s resolution limiting Japan’s defence expenditures to 1 per cent
of GNP). When Japan’s response to the Gulf crisis was criticized by the
United States in 1990–1991, the Japanese government took several steps
that Japan had never taken before: it sent minesweepers to the Gulf in
April 1991; the Japanese Diet passed the International Peace Coopera-
tion Law in June 1992, making it possible for Japan to participate in UN
peacekeeping activities; and Japan sent the SDF to Cambodia to partici-
pate in UN peacekeeping operations in September 1992.
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In 1997 Japan and the United States revised the 1978 guidelines to
make it possible for the SDF to extend its ‘‘rear-area’’ support for US
forces in ‘‘situations in areas surrounding Japan’’. The revision of the
guidelines was the de facto redefinition of the US-Japan security treaty,
since the new guidelines went beyond the stipulations of the 1960 secu-
rity treaty. Prior to the revision of the guidelines, the Japanese govern-
ment had adopted a new National Defence Program Outline (NDPO) in
order to make it possible for Japan to undertake defence cooperation in
‘‘situations in areas surrounding Japan’’.
Institutionalization of the US-Japan alliance progressed further in the

mid-1990s, as Japan participated in multilateral security cooperation
efforts that were emerging in Asia. For instance, Japan, Australia, New
Zealand, the Philippines, Singapore, South Korea, Thailand and the
United States contributed international forces to the operations in East
Timor, and Japan provided C-130 aircraft for transporting humanitarian
supplies. Although the nations are not allied with each other officially, re-
lations among South Korea, Australia and Japan have come to constitute
a de facto or virtual alliance.
In response to the 11 September terrorist attacks, the Junichiro Koi-

zumi administration immediately passed the Anti-Terrorism Special
Measures Law (ATSML). The new law allows Japan’s SDF to operate
in non-combat areas; to provide fuel and supplies to US and other coun-
tries’ forces; to transport weapons and ammunition by sea; to provide
medical care to wounded soldiers; and to handle refugees. In 2003 the
Koizumi administration took a further step: the government passed the
Law Concerning Special Measures on Humanitarian and Reconstruction
Assistance (LCSMHRA), which authorized the dispatch of SDF troops
to Iraq. Japan subsequently sent an SDF contingent to Iraq for three
years.
As these new shifts in Japan’s alliance policy indicate, Japan has ex-

panded its security role in international society mostly by tightening US-
Japan defence cooperation in the past decade. The international crises
and negotiations that followed after the Gulf War – such as the North
Korean nuclear crisis, China’s missile crisis vis-à-vis Taiwan and the 11
September terrorist attacks – have provided Japan with opportunities to
institutionalize the US-Japan alliance and expand its security role.
Though carefully avoiding constitutional contraventions, Japan is al-

ready adopting a security role that is perhaps larger than that designed
by the new 1997 defence guidelines. In reaching an agreement in May
2006 on the realignment of US forces in Japan, the Japanese and US gov-
ernments succeeded in writing a blueprint for a new alliance centred on
close cooperation between the SDF and the US military forces stationed
in Japan. ‘‘Japan is now seen to have reached the point of no return in
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moving towards acting as a ‘normal’ military power, a partner for inter-
national security cooperation, and a more committed US ally’’, as Chris-
topher Hughes recently wrote.21 In this context, the debate on whether
Japan should revise article 9 (the ‘‘renunciation of war’’ clause) of its
constitution has become a central concern for Japanese decision-makers
and the public.

From the mid-1990s onward, opinion polls taken by Japanese news-
papers indicate that the majority of the public are in favour of revising
the constitution. However, it appears that a strong national consensus to
amend article 9 itself has not yet formed. The constitutional amendment
procedure requires a two-thirds majority in both houses of the Diet and a
simple majority in a national referendum, and contrary to media reports,
there appears to be no significant development on the revision of article
9, though Japan will be able to revise the constitution in the years to
come. Thus Japan is carefully maintaining the balance between the con-
stitutional constraints that article 9 presents and the recently developed
closer security relations with the United States.22

Generally speaking, institutionalized alliances are better prepared than
‘‘paper’’ alliances to control a crisis, as institutionalization reduces ambi-
guity and concerns of being cheated. Alliances are even more durable
and reliable when allies share common strategic interests and cultural
values. Compared to the Euro-American alliance, the US-centred Asian
alliance networks have been managed more by strategic interests than
shared cultural values. Nevertheless, in the past few years it can be ob-
served that the US-led Cold War alliance networks in Northeast Asia
have been transformed into new types of security institutions for coping
with regional security operations such as peacekeeping, peacebuilding,
non-combatant evacuation operations, disaster relief exercises and anti-
terrorist activities. To deal with these security issues and agendas, as
mentioned earlier, Japan and other US allies in Asia have formed a de
facto multilateral alliance.

A closer US-Japan alliance and tension between
Asian powers

However, since not all states in Northeast Asia accept the US hegemonic
order or America’s ‘‘empire’’, US-led alliances in this region may gener-
ate security dilemmas and crises, especially between North Korea, China,
Japan and the United States. There have been a number of international
relations studies which point to the possibility of crisis between China
and Japan, in particular. In Japanese eyes, the threat of China is rising,
while Chinese concern increased when Japan and the United States
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revised the US-Japan guidelines for defence cooperation in the late 1990s.
Chinese leaders also worry about the deployment of missile defence
forces in Japan, in conjunction with their problem relating to Taiwan.
There have been other problems between China and Japan. Since they

have not overcome their historical difficulties yet, both are still suffering
from the legacy of the Sino-Japanese War. On the one hand, the Japa-
nese continue to consider that the most important security guarantee is
strong security relations with the United States. On the other hand,
China demands that Japan’s military role in Northeast Asia be reduced
in order subtly to oppose Japan’s enlarged defence cooperation with the
United States. While Japan’s influence in the international economy and
politics has not increased much during the past 10 years, China’s influ-
ence in these areas has been growing due to its rising power in both eco-
nomic and military terms. Though the Japanese majority had positive
feelings towards China throughout the 1990s, negative views towards
China rose among the Japanese public in the early twenty-first century
because of China’s rising strength and the Chinese government’s anti-
Japan diplomacy initiated by President Jiang Zemin.
A Taiwan contingency in the future may create another problem in the

relations between China and Japan. Due to several diplomatic steps the
Japanese government took within the framework of the US-Japan alli-
ance, the Chinese consider that Tokyo’s strategic distance from Washing-
ton has been reduced regarding its defence policy vis-à-vis Taiwan. For
example, the Japanese government decided to collaborate with the
United States for research on missile defence shortly after North Korea
fired the Taepodong 1 missile over Japan in August 1998. Theoretically,
the deployment of a ship-based missile defence system in the area of
Japan may have strategic implications in a future cross-strait crisis, even
if the Japanese government had no such strategic intention.23 Whether a
future Japanese government is able to include a Taiwan contingency in
‘‘situations in areas surrounding Japan’’ would have a decisive impact
on both the US-Japan alliance and Sino-Japanese relations. Should the
United States not prevent a dispute over Taiwan, as Barry Buzan and
Ole Waever predict, the credibility of US engagement in Asia would be
lost. Yet should Japan not extend alliance support to the United States
during a crisis, the US-Japan alliance would be broken off.24 To prevent
a future Sino-Japanese clash, both the Chinese and the Japanese govern-
ments have to engage in a substantive bilateral security policy discussion
that could serve as a basis for crisis avoidance and reconciliation.25
The Japanese government and public have also paid careful attention

to peace and stability in the Korean peninsula since the Second World
War ended, because of Japan’s historical, political and strategic interests.
After all, it was the unexpected war that broke out in Korea that pro-
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vided an opportunity as well as the sense of necessity for the United
States and Japan to form a security arrangement. Ever since, the policy-
makers of these two governments have identified a Korean crisis as a
major source of instability for Asian security. Therefore, even when the
Japanese government imposed the ‘‘prior consultation’’ clause in article
6 of the 1960 revised security treaty that granted the United States the
use of its military forces and facilities in Japan for the purpose of ‘‘secu-
rity in the Far East’’, in the hope that Japan would not become involved
in US conflicts in Asia, a loophole was made. In theory, it was explained,
without having Japanese agreement, no more than one army division,
one navy task force or one air force division of US forces stationed in
Japan could be deployed or withdrawn, nor could the United States
bring nuclear weapons into Japanese waters or territory, and US forces
in Japan could not be sent to participate in combat operations outside
Japan. In practice, however, we now know that the two governments tac-
itly understood each other that US forces in Japan can be sent as UN
forces to participate in combat operations in Korea even without having
prior consultation from the Japanese government in the case of a Korean
crisis.26

When important diplomatic decisions were made between Japan and
the United States, notably for example in 1960, 1969, 1978 and 1997,
a Korean factor was a key element in the minds of US and Japanese
decision-makers. Thus it is quite natural for the Japanese to consider
how to prevent North Korea’s nuclearization and missile build-up, and
to have located these problems as a central security concern for Japan
from the mid-1990s onwards. To deal with the problem of North Korea,
two multilateral diplomatic and security institutions were constructed.
First, the Korean Energy Development Organization was established in
1995 to implement the agreed framework concluded between North
Korea and the United States in 1994. The George W. Bush administra-
tion, however, demolished KEDO before the plan materialized, and estab-
lished the Six-Party Talks as an alternative. Yet the Six-Party Talks have
not succeeded in dissuading North Korea from going nuclear; it fired
seven missiles into the Sea of Japan on 5 July 2006, and tested a nuclear
device on 9 October of the same year. Although the best North Korea
could hope for would be a sense of deep insecurity even if it obtained a
nuclear weapon, its possession of nuclear weapons could dramatically
change the military balance in East Asia. For example, if the Japanese
or American public came to believe that they could be hit by North
Korean nuclear missiles in a future crisis, US and Japanese decision-
makers may find it difficult to take pre-emptive action or even defensive
use of military forces vis-à-vis North Korea. This may be a rationale as
to why the Kim Jong-il regime wants a nuclear weapon at hand. As in
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the case of a Taiwan contingency in the future, the Japanese government
would have to decide whether North Korea’s possession of nuclear
weapons can be identified as ‘‘situations in the area surrounding Japan’’.
As Victor Cha and David Kang point out, since North Korea has kept

losing instead of gaining strategic interests and advantages, as North
Koreans believe they have, the likelihood of North Korea’s pre-emptive/
preventive action appears to be quite high. The chance of military forces
being used will increase when North Korean leaders become convinced
that their regime can no longer survive. We should pay careful attention
to the fact that a pre-emptive action is often motivated by fear rather
than an expected gain.27
Though we do not know whether the Six-Party Talks or other diplo-

matic institutions can prevent North Korea from developing a nuclear
weapon, the diplomatic relations among the other five member states
were improved by the summit as well as other high-level government
officials’ meetings held just after North Korea conducted underground
nuclear tests. Especially since both the Chinese and the South Korean
governments decided to adopt tougher policies vis-à-vis North Korea,
the relations between the United States, South Korea and China have
been improved by developing a more comprehensive strategy on North
Korea.
Even though the benefits that each member would receive from suc-

cessful Six-Party Talks may be different, all parties including North Korea
would benefit. If they should succeed in preventing North Korea’s nu-
clear development, cooperation among the six countries would become
one of the very few successful security institutions in Northeast Asia.
As described in this chapter, the US-led bilateral alliances in Northeast

Asia, notably the US-Japan alliance, have dual functions in managing se-
curity problems in the region. The alliances are expected to be a reassur-
ance to all key countries, which means that each party feels insecure
without the alliance networks it has at present. On the other hand, these
alliances could escalate a crisis in the Korean peninsula and a dispute
over Taiwan if they operate carelessly. To avoid inattentive use of US-
led bilateral alliances, it will be wise and even necessary to strengthen
the multilateral security institutions in Northeast Asia as supplements to
the US bilateral alliance networks.

Conclusion

After the Cold War ended, many international relations specialists and
practitioners came to believe that bilateral security arrangements in
Northeast Asia would or should be transformed into more indigenous
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multilateral security institutions. Many are even critical of the existing se-
curity system, since they consider that the alliances are US-dominated
rather than based on regional interests.28

Cooperation has been developed in topic areas such as trade, finance,
environment and human rights, but cooperative institutional frameworks
have not much changed in the area of security. Unlike in Europe and
Southeast Asia, the end of the Cold War has had only a minimal effect
on security affairs in Northeast Asia.29

As it is often the case that states are mainly interested in a balance of
power which is in their favour,30 the states in Northeast Asia are primar-
ily interested in forming and maintaining security institutions in order to
enhance their own power and security. The institutions these states
desire are those which neutralize other states, leaving the home coun-
try free to manage its international environments. Therefore, the way
the security problems in Northeast East are institutionalized reflects the
power, interests, history and culture of member countries. The security
institutions these countries want to build are not the same: some favour
multilateral security institutions, but others prefer bilateral or unilateral
approaches. For example, the United States prefers unilateral/bilateral
approaches to Asia, and is therefore sometimes against multilateral secu-
rity institutions which may serve as a substitute to US-led bilateral ar-
rangements. This is one of the reasons why strong multilateral security
institutions have not yet developed in Northeast Asia, despite the pre-
sence of calculated benefits from cooperation.

As with East Asia, many countries trust the United States more than
they trust each other. In the case of Japan, it does not yet have a decisive
future vision of the security world in Northeast Asia, beyond the fact that
it will continue to depend on the US security guarantee. South Korea
has a similar dilemma to Japan, but the South Korean government faces
an even more difficult situation than Japan given the problem of North
Korea. China considers the United States as a threat to its own security,
such that it would prefer to adopt all sorts of multilateral institutions to
diminish the influence of US engagement in Northeast Asian security.
Yet none of these countries looks likely to acquire regional leadership in
the near future. As a result, most recently formed institutions in Asia
continue to be no more than forums to exchange views and information,
and cannot by themselves provide adequate leadership to prevent or
solve international security conflicts.

Due to these factors and the situation mentioned above, security insti-
tutionalization in Northeast Asia is expected to grow rather slowly in the
years to come. Though security institutions will gradually gain greater in-
fluence in the long run, the governments in the region will have to design
and form security institutions that can concede each other.
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8

Northeast Asian security community:
From concepts to practices

Shin-wha Lee

Introduction

Despite multilateral security cooperation efforts in Northeast Asia over
the past decade, the level of cooperation in the region remains nascent
when compared with other regions in the world. While formal institu-
tional arrangements are progressing through the European Union (EU),
the Association of Southeast Asian Nations (ASEAN), the North Amer-
ican Free Trade Agreement (NAFTA), the Caribbean Community
(CARICOM) and the Southern Common Market (Mercosur), Northeast
Asia lacks an institutional framework for intergovernmental cooperation,
with no regional power playing a leading and responsible role in the co-
operative process.
Furthermore, historical antagonism, political confrontation, military

build-up and an economic development gap are obstacles to establishing
a multilateral cooperation regime in the region. Even after the end of the
Cold War, political and military issues linger on as direct or potential
threats to regional security, making it difficult to pursue regionalism. In
recent years a series of events – such as the North Korean nuclear issue,
historical and territorial conflict between Japan and its neighbouring
countries and the rise of nationalism – have further increased regional in-
stability and uncertainty.
Still, cultural, people-to-people exchanges and economic cooperation

among the Northeast Asian countries have yielded visible achievements

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann

and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8
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in the post–Cold War era. The Asian financial crisis of 1997 provided an
opportunity for countries to pay considerable attention to regional coop-
eration from the perspective of ‘‘institutionalized collaboration’’, not only
in the economic sphere but also in the political and social arenas. It is
also encouraging to note that discussions on various issues related to re-
gional cooperation (including security cooperation) have been pursued at
both Track I (intergovernmental) and Track II (non-governmental) levels.
One distinct example is the Six-Party Talks process (a special multilateral
arrangement between the two Koreas, the United States, Japan, China
and Russia, initiated in August 2003 with the aim of peacefully resolving
the North Korean nuclear issue), which has triggered hopeful prospects
of a new framework for security cooperation in Northeast Asia. Al-
though this will depend on whether or not the talks are successful in
bringing about a multilateral solution to the North Korean nuclear crisis,
such expectations are something totally new to the region.

In addition, a broader concept of security that is being developed in
Northeast Asia encompasses not only traditional, military and political
concerns, but also non-traditional and non-military issues. In this process,
the governments and people of Northeast Asia have become increasingly
aware of the need for greater discussion, exchange and cooperation in
dealing with transnational issues, such as yellow sandstorms and bird flu.
Yet any discussion on the institutionalization of regional cooperation
efforts would first require a concrete examination of how to coordinate
individual national interests and different policy directions. The task of
establishing a regional security cooperation regime that would satisfy all
the countries involved will be a tall order.1

Against this background, this chapter seeks to enhance academic and
public awareness and debate on the need for regional cooperation in
Northeast Asia in order to manage ongoing and future crisis situations
in the region effectively. It is necessary to identify the types and develop-
ment processes of existing multilateral security cooperation in the region,
and explore ways to realize the institutionalization of regional security
cooperation as part of a vital step towards creating a Northeast Asian
security community. After examining the concepts and significance of
multilateral security cooperation and regional multilateral security, this
chapter reviews intergovernmental and non-governmental efforts in in-
stitutionalizing multilateral security cooperation. The chapter then dis-
cusses the challenges and opportunities that security cooperation will
bring to the region, with particular emphasis on why multilateral cooper-
ation among South Korea, Japan and China is difficult as well as what
possible strategies and action plans for cooperation can be developed in
the areas of both traditional and non-traditional security.
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Theoretical observations on multilateral security cooperation

Multilateralism

The concept of multilateralism has become a major issue for academic
discourse with the development of neo-institutionalist theory. The basic
concept of multilateralism refers to the organization and institutionaliza-
tion of state interactions through multilateral relations rather than
through bilateral means. Robert Keohane defined multilateralism as cus-
toms by which three or more countries coordinate their state policy,2 and
John Ruggie viewed it as an institutional form that coordinates the rela-
tions of more than three countries based on generalized action principles,
regardless of the specific interests or strategic needs of a group that can
exist in certain circumstances.3 Meanwhile, James Caporaso pointed
out the principal characteristics of multilateralism as ‘‘generalized non-
discriminatory codes of conduct’’ in which state relations are regulated
by certain general norms, ‘‘indivisibility of values’’ in which costs/profits
produced from the increased interdependence among countries are in-
termingled in a complex form, and ‘‘diffused reciprocity’’ in which the
profits that are produced from the countries’ mutual relations (or expec-
tations for such) are comprehensively dispersed over a whole range of
issues and in several periods.4
Multilateralism is not merely cooperative relations among more than

three countries. Rather, considering that it refers to cooperation under a
universal action principle that applies to all countries without any excep-
tion, multilateralism is a crucial concept for explaining and applying
an extended notion of comprehensive security which goes beyond the
military-centred state security perspective in both its subject and its ob-
ject. In particular, this multilateral framework enables individual coun-
tries to coordinate and manage transnational non-traditional security
threats better, and to adapt to complex domestic and overseas conflicts
and changes under an uncertain international order with more resilience
and flexibility. In this respect, the need for security cooperation based on
multilateralism is rising.

Multilateral security cooperation

Under the assumption that it is too dangerous for individual countries to
deal with material issues such as war and peace based on their subjective
judgements, security cooperation can be understood as a means to pre-
vent individual countries’ perilous ‘‘adventurism’’ and state egoism as
well as to enhance trust among countries in the international community,
in which the survival of a state is the most important issue. Therefore,
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multilateral security cooperation can be defined as regional or global mu-
tual cooperation in which more than three countries are to coordinate
their security-related policies and make adequate plans for dispute reso-
lution in order to ensure and promote common security.5 It is an institu-
tional process that is organized by a group of countries with the aim of
reducing or preventing the effects of political, military, economic, envi-
ronmental, cultural and social factors upon conflict, so as to promote se-
curity and peace at both international and regional levels.

This concept of multilateral security cooperation is in line with the
concept of ‘‘cooperative security’’ that aims to address security issues
without targeting a virtual enemy and to reduce/remove any types of
threats to security through dialogue, confidence-building and preventive
diplomacy measures.6 In addition, ‘‘common security’’, which promotes
common survival through dialogue and compromise instead of assuring
security based on mutual distrust among countries and the strengthening
of military forces, also shares similarities with multilateral security coop-
eration.7 On the other hand, ‘‘collective security’’ (which employs collec-
tive response measures against aggressors but does not discriminate
between enemies and friends until the acts of aggression occur) and ‘‘col-
lective defence’’ (which sets up a virtual enemy and is centred on military
alliances, such as NATO, that discriminate between enemies and friends
even in times of peace) are distinguished from cooperative security and
multilateral security.8

The ultimate goal of multilateral security cooperation is to build secu-
rity cooperation that can further expand mutual reassurance by organiz-
ing and institutionalizing the channels for dialogue, thereby enabling the
exchange of views and the coordination of different opinions on common
problems facing the participating countries. In order to achieve this goal,
a series of ‘‘cooperative processes’’ should precede, including preparing
an instrument for confidence and security building, exploring means to
resolve regional conflicts peacefully and regularizing consultation and
dialogue among countries on political and security-related issues. Such
efforts are complementary to existing security regimes and international
organizations, rather than minimizing or substituting their roles.

Regional multilateral cooperation and integration

Regional multilateral security cooperation refers to the idealistic logic
that seeks conflict prevention, crisis management, peaceful resolution of
conflict and co-prosperity through reconciliation and cooperation. It tries
to resolve pending security issues through dialogues while excluding
the use of authoritative and physical power (such as military force and
economic sanctions). This concept emerged as a means to resolve grave
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confrontation and conflict between Eastern and Western Europe during
the Cold War.9 As the concept of security has expanded to the aforemen-
tioned comprehensive security in the post–Cold War era, deliberation
about regional multilateral security cooperation began to gain momen-
tum in Asia as well as in Europe. For example, studying the relationships
of Northeast Asian multilateral security cooperation and looking at pre-
cedent models – including the Conference on Security and Cooperation
in Europe (CSCE) and the Organization for Security and Cooperation
in Europe (OSCE) – will enable the promotion of cooperative security
based on the concept of comprehensive security in order to divorce from
the military-power-oriented state security perspective, eliminate common
threats by overcoming nationalism among countries within the region, re-
solve actual and potential conflict factors and pursue common security.
In the case of East Asia, the governments have begun to expand net-

works that cross national borders and facilitate regional connectedness.10
There has also been lively ongoing discussion on the need to institution-
alize regional multilateralism in dealing with security issues. The ASEAN
Regional Forum (ARF) is a distinct example of an institutionalized
and formalized regional cooperative entity that was created for security
cooperation among East Asian countries. Still, arguments on ways to
approach and identify the regional scope of multilateralism (particularly
on the issue of security) are part of that debate. For instance, issues in
current discussion include whether to consider the entire Asia-Pacific re-
gion in designing multilateral cooperation or to limit the scope to North-
east Asia, and whether to emphasize only government-level cooperation
or also to include non-governmental cooperation. There is also an ener-
getic debate on what issues or means can facilitate a more comprehensive
and sustainable regional cooperation or integration. The ARF is led by
national governments, and its primary mandate focuses on security issues
(both traditional and non-traditional) that are specific to Southeast Asia.
Here, regional integration is considered to be a process of regime

building to manage and facilitate interdependence among states. It also
refers to a process of institutionalizing common decision-making means
by coordinating the policies of countries based on environmental, eco-
nomic and other issue-related cooperation at the regional level. Theories
explaining regional integration can be categorized as follows:
� the ‘‘cumulative approach’’, which argues that with an increase in policy
interdependence in common agendas, functional cooperation is habitu-
alized and the consequential spill-over effect helps to achieve eventual
integration

� the institutionalist position, which explains that the establishment of
region-level institutions accelerates cooperation and thus maintains
and deepens the tendency for integration
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� ‘‘intergovernmentalism’’, in which the political aspects are emphasized
and the sharing process of policy preferences helps to achieve an inte-
grated negotiation and decision-making process of states

� the epistemological/constructivist approach, which emphasizes the as-
pects of region-level identity and consciousness as a community.11
However, scholars’ views vary greatly with regard to the functional

integration of East Asia. Such variance is clearly seen in the approach to
environmental issues. There is a functionalist perspective, which asserts
that the cooperative regional-level approach to the region’s common en-
vironmental issues not only suggests the environmental threats the region
faces, but also makes concrete and maintains the process of regional ex-
change and cooperation. This enables dialogue among the countries and
exchanges of views on issues involving acute confrontation of national
interests (e.g. political and military issues), which will ultimately bring
about ‘‘integration’’.12

On the other hand, there is an opinion that the success of cooperation
is decisively affected by the region’s political climate, in which certain
issues are competing. Environment-related issues are often seen as a sec-
ondary agenda at best, even in comprehensive and balanced regionalism.
Although the region’s governments agree on including environmental is-
sues in establishing regional cooperation or integration, they will not put
forth collective efforts for the environment. At worst, if endeavours for
regional cooperation were to be threatened by political or economic stag-
nation, it is certain that hopes for a regional cooperative entity for urgent
issues will be set aside until regionalism regains its significance.13

The international relations of Northeast Asia can be characterized by
the difficulties in enhancing integration from the areas of ‘‘low politics’’
to the issues of ‘‘high politics’’. As was argued by Stanley Hoffman, func-
tionalistic integration seems not to be happening, due to nationalistic as-
pirations and interest-centred state behaviour.14 Furthermore, previous
cooperation was put in peril in Northeast Asia when politically sensitive
issues arose. This confirms that the functionalist approach is enclosed
with limitations in this region.

Developments of multilateral security cooperation
in Northeast Asia15

Progress

Over the past two decades there has been a growing regional consensus
on the need for greater multilateral security cooperation in East Asia.
Proposals and ideas that have limited the scope of regional multilateral
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security cooperation in Northeast Asia have also been put forward. The
Korean proposal for a Northeast Asia Security Dialogue (NEASED),
made during the ARF Senior Officials’ Meeting held in Bangkok in
1994, is one example. The main purpose of NEASED would be to pro-
mote confidence building in the Northeast Asian region through inter-
state dialogue on issues of direct interest to the countries in the region
(i.e. the two Koreas, the United States, Japan, China and Russia). Dia-
logue would be carried out based on the principles of state and territorial
sovereignty, non-intervention, peaceful resolution of conflict, peaceful
coexistence and democracy.16 South Korea has made continuous efforts
to realize this forum for dialogue, because it would be able not only
to contribute to peace and stability in the Northeast Asian region, but
would also serve as a framework for managing tensions on the Korean
peninsula and thus contribute to the peaceful reunification of Korea.
However, there has been little progress in implementing this proposal
due to the negative and passive attitudes of North Korea and China,
respectively.
Meanwhile, the Council for Security Cooperation in the Asia-Pacific

(CSCAP), a non-governmental forum established in June 1993 through
the collaboration of government-affiliated think-tanks, has been success-
ful in promoting multilateral security dialogue at the Track II level.
Although there have been some differences among CSCAP members
about deciding on a common agenda, mainly due to regional differences
and conflicting views over certain issues, the council has contributed to
the ARF process through its strategic partnership with the forum by
drawing up new solutions to sensitive issues during its informal dialogue
process.17
In addition, the Northeast Asia Cooperation Dialogue (NEACD),

which was established in May 1993 by the Institute on Global Conflict
and Cooperation (IGCC) with the support of the US State Department,
has played a positive role in facilitating non-governmental multilateral
security dialogue in the region. The NEACD aims to build trust and pro-
mote cooperation through informal dialogue among foreign and defence
ministry officials as well as academics from the two Koreas, the United
States, Japan, China and Russia. This forum has been useful in exchang-
ing views on the security situation in Northeast Asia. For example, a
North Korean representative participated in a recent NEACD meeting
and expressed its position regarding the nuclear issue.
The NEACD does not discuss only traditional security issues; it also

facilitates dialogue on non-traditional issues that are related to promot-
ing cooperation in trade, investment and technology, as well as issues
related to environmental protection and cooperation in combating terror-
ism, drug trafficking, transnational organized crime and illegal migration.
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There have even been suggestions of raising the dialogue to the intergov-
ernmental level as a result of the active communication that has taken
place on various security issues within the forum.18

In summary, countries in Northeast Asia have attempted to increase
regional confidence-building and cooperation efforts within various
frameworks in the East Asian and Asia-Pacific regions, in line with the
growing trend of regional cooperation in other regions. On the other
hand, the issue of political and security cooperation or regionalism
among Northeast Asian countries has also recently emerged as an impor-
tant policy issue. Furthermore, since the establishment of the ARF was
the result of an ASEAN initiative, ASEAN member states want to main-
tain their leadership in running the forum. Accordingly, security issues in
the Northeast Asian region, such as the ‘‘Korean question’’, will not be
given priority over other security concerns of the ARF, as the initial con-
cerns of ASEAN member states mainly evolved around the issue of the
South China Sea and other security issues in the Southeast Asian region.

However, it was emphasized in the 2003 ARF meeting that peace and
stability on the Korean peninsula would be vital to promoting security
and economic growth in the Asia-Pacific region. Thus there are increas-
ing calls within Northeast Asia to develop an independent cooperation
forum or a separate framework for dialogue within the ARF process –
one which would address the security issues that are unique to the North-
east Asian region.19

Significance

The institutionalization of regional multilateral security cooperation ef-
forts could contribute in many ways to promoting peace and security in
Northeast Asia. First, the construction of a regional multilateral security
cooperation regime could regularize dialogue among states in the region
and, in turn, provide the opportunity for increased mutual understanding
and cooperation on major security issues.

Second, because a multilateral security cooperation regime aims to en-
hance mutual interest and confidence building (by conveying state inten-
tions and increasing the transparency of state activities), developing and
implementing various mutual-reassurance and confidence-building mea-
sures would be important in promoting multilateral security cooperation
in Northeast Asia. This is because the process could contribute to accel-
erating arms-reduction efforts (as one example), and also help resolve re-
gional as well as international security threats.20

In this sense, building a sub-organization under the ARF or creat-
ing a Northeast Asia-specific organization, as suggested above, could be
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recommended as an effort to establish a more narrowly defined and
tightly constructed regional institution. This suggestion could be sup-
ported by a recent finding of the State Failure Task Force, which has pro-
duced a list of 114 ‘‘state-failure events’’ between 1955 and 1998.
According to this study, there is a strong negative correlation between
membership in regional organizations and state failure: the greater the
number of regional organizations to which a country belongs, the less
likely it is to become a failed state. In the case of the Muslim countries
studied by the task force, all other conditions being equal, those coun-
tries with a below-average index level of memberships had a 70 per cent
higher possibility of failure than those with an above-average index
level.21 This highlights the importance of a country’s political and diplo-
matic engagement with its neighbouring countries. A regional organi-
zation that aims at specific issues will also provide member states with
an arena for more lively debate, and thereby create greater incentives to
participate.
Third, the institutionalization of regional security cooperation could

ensure a trade-friendly and economically sound region. In reverse, there
is a high possibility that the economy-first policies of states in the region
could contribute to increased regional security cooperation. For instance,
China has made continuous endeavours to consolidate its cooperation ef-
forts within the international community, as well as within the region, so
as to maintain its high level of economic development. Moreover, there
are prospects that China will take on an active role to increase multilat-
eral security cooperation in the region in order to consolidate its position
as a regional power and thus undermine the influence within the region
of the United States and Japan.
Fourth, a multilateral security cooperation regime could contribute to

promoting regional peace and stability by providing fundamental princi-
ples and codes of conduct for conducting inter-state relations in the re-
gion. As confidence building in Europe first started with the adoption of
fundamental principles, a stable regional order could be constructed in
Northeast Asia by establishing a code of conduct for carrying out re-
gional multilateral security dialogue and cooperation efforts. Provisions
that could be applied to regulating state relations in the region would in-
clude those relating to guaranteeing state and territorial sovereignty, the
non-use of force and non-intervention in internal affairs, as well as spe-
cific provisions relating to promoting economic cooperation, environmen-
tal protection and cooperation in combating terrorism, drug trafficking,
transnational organized crime and illegal migration.22 Thus the institu-
tionalization of multilateral security cooperation efforts is viewed as a
step towards strengthening preventive diplomacy, as such efforts could
decrease or remove the possibility of conflict.
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Challenges and opportunities for Northeast Asian
security regime building

Although opportunities have ripened for regional discussion on the es-
tablishment of a multilateral security institution, scepticism is still strong
in Northeast Asia due to a combination of complex issues, discussed be-
low. Such scepticism could also be largely derived from the pre-existing
belief that the region has evidenced a poor history of institutional frame-
works (formal or informal) that could address relevant issues at the re-
gional level.

First, the most distinct phenomenon in the region is the rise of China.
As China’s empowerment has generated a sense of uncertainty and anxi-
ety in the region, China has been emphasizing its policy of ‘‘peaceful
rise’’ or ‘‘peaceful development’’ to assure neighbouring countries (and
the United States) that its rise to great-power status will not hamper, but
rather will contribute to, peace, stability and prosperity at both regional
and global levels. China has also been improving relations with neigh-
bours, as observed in its trade diplomacy (e.g. an FTA with ASEAN),
the joint military exercise with Russia and its leading role in the Six-Party
Talks to resolve the North Korean nuclear issue peacefully. Its tough
stance against Chinese Taipei’s independence is the only exception.

While the United States and Japan are concerned about China’s emer-
gence as a strategic competitor or a regional hegemonic state, China sus-
pects that the United States is strengthening ties with Asian countries
(including Japan and India) in order to check its rise to a certain extent.
If such anxiety on both sides coincides with competition for increasingly
scarce energy and natural resources, there will be much more possibility
for competition and confrontation than for cooperation between the
United States and China. This, in turn, would compel Asian countries to
collaborate with one or the other.23

Second, growing rivalries between China and Japan are proving prob-
lematic. Japan is anxious about the rise of China (e.g. its fast-growing
economy and potential military threat), while China frets about Japan’s
aspiration to become a ‘‘normal state’’ by strengthening its ties with the
United States and increasing its military capabilities. Resurging national-
ism, which is complicated by the history between the two countries as
well as a sense of rivalry regarding future dominance in the region, has
further aggravated their ties. The relations between South Korea and Ja-
pan also plunged in early 2005, as President Roh Moo-hyun and Prime
Minister Junichiro Koizumi led the two nations back to discussions about
historical events to address loose ends for political purposes.24

Third, North Korea’s nuclear development programme remains one of
the most prominent security concerns in the post–Cold War world. The
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issue has not only increased regional instability, but also raised the possi-
bility of proliferation in the region. After a series of talks from 2003 to
2006 producing no tangible achievements, the governments participating
in the fifth round of the Six-Party Talks in February 2007 finally made a
plan of action for the denuclearization of the Korean peninsula. Beijing’s
active diplomacy and Washington’s change of policy towards North
Korea largely contributed to North Korea’s pledged commitment to aban-
don its nuclear weapons. Yet complete dismantlement of North Korea’s
nuclear programme seems a remote possibility. In terms of the current
nuclear stand-off, there remain several thorny issues to be resolved on a
bilateral basis with the United States, rather than through multilateral
frameworks. Therefore, the role that Asian countries can play in address-
ing this issue is limited.
Fourth, the main direction of US policy towards East Asia is focused

on maintaining and consolidating US bilateral alliance relations, so as to
deter the rise of any potential powers in the region. These bilateral secu-
rity arrangements were concluded during the Cold War era, in line with
the US containment policy towards the Soviet Union and China. With
the end of the Cold War, the United States has pursued a more compre-
hensive security policy which includes various efforts to promote multi-
lateral security cooperation so as to respond effectively to the political,
military and economic changes taking place in the region. Geopolitical
complexities and the aforementioned tensions and competition among
East Asian countries in recent years make the role of the United States
in the region all the more crucial. Its role has been emphasized not only
from a traditional military standpoint but also in economic and humani-
tarian aspects, as exemplified by its role in the 1997–1998 Asian financial
crisis and in the disastrous tsunami in South and Southeast Asia in De-
cember 2004.
Fifth, the need to address non-traditional security issues (including hu-

man security) in East Asia became stronger with the increase in poverty
and illegal migration after the financial crisis of 1997. The severe acute
respiratory syndrome (SARS) epidemic of 2003, the increase of HIV/
AIDS infections in the region, the ‘‘yellow dust’’ phenomenon and trans-
boundary air/marine pollution have emerged as health and environmen-
tal security issues. Moreover, the debate on North Korea, which was
focused mostly on its traditional security aspects during the last decade,
now includes discussion about the famine situation and economic difficul-
ties in the country, as well as the North Korean refugee issue. It is thus
imperative that policy-makers and academics in the region develop a
comprehensive regional security mapping wherein human security issues,
traditional security concerns and economic development can be dealt
with collectively.
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Tasks for institutionalizing regional security cooperation

In order to develop a coherent and viable regional security cooperation
regime, it is important for the countries involved to have shared identity,
values and goals of common security and cooperation.25 The greatest
barrier to the establishment of a recognized framework for regional inte-
gration or community is confusion about regional identity: are we talking
about the broader Asia-Pacific region, or a narrower East Asian (or even
Northeast Asian) region?

Those who promote broader regional cooperation, such as throughout
the Asia-Pacific, are hesitant about the East Asian Community move-
ment. On the other hand, there has been growing recognition of the
need to develop a regional framework that is limited to the Northeast
Asian region, separate from ASEAN countries. Currently, the ARF pro-
vides the only formal multilateral institutional framework for security co-
operation in both Southeast and Northeast Asian regions. However, the
ARF has proved insufficient in dealing effectively with the sensitive and
thorny issues that belong to Northeast Asia, in large part because it re-
mains a loose forum for dialogue – not to mention that it is an institution
that was established under the initiative of ASEAN.

So, in order to address various security issues in the Northeast Asian
region, including the Korean question, it would be worth considering the
possibility of creating a sort of Northeast Asian security cooperation re-
gime that is either independent of the ARF or a subregional entity under
the framework of the ARF. In the case of Europe, there was (until lately,
at least) much less argument over defining a European community vis-à-
vis an Atlantic community.26

Second, rejection of the idea of promoting security through expansion,
as well as awareness of the high costs of war and the individualistic pur-
suit of (military) security, are important in developing a regional security
cooperation regime.27 Unfortunately, tension and distrust remain strong
among countries in the region, due to the historical legacy of colonization
and war (e.g. the Second World War, the Korean War and the Cold
War). Even in the post–Cold War era, various traditional military and se-
curity threats remain areas of potential conflict.

Third, nationalism has continuously arisen based on a complex mixture
of disputes over history, territory and the struggle for regional (political
and environmental) leadership, posing a strong deterrent to regional
security cooperation. Here, Japan’s relationship with its neighbouring
countries needs to be mentioned. In the post–Second World War world,
Europe had to struggle with issues relating to Germany; likewise, Asia
had to deal with issues relating to Japan. The issues linked to Germany
have been more or less settled with the development of the European
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Union and Germany’s ‘‘repentant’’ foreign policy, whereas there are still
furious debates about the past between Japan and its neighbours in
Northeast Asia. Several apologetic attempts by successive Japanese gov-
ernments seem to have failed to gain their neighbours’ full approval.28
Furthermore, Japan’s ‘‘unapologetic’’ foreign policy, manifested in con-
troversial Japanese history textbooks, renewed attention to the disputed
island of Dokdo (Takeshima in Japanese) and Prime Minister Koizumi’s
visits to the Yasukuni shrine, has posed an important barrier to intra-
regional reconciliation processes.29
Fourth, since foreign policies of countries in the region have developed

based on their respective bilateral alliance relations with the United
States since the Cold War era, a ‘‘paradigm shift’’ in the US-centric
approach to security is needed to construct a multilateral regional secu-
rity cooperation regime that would complement existing bilateral security
arrangements. In addition, unlike in the case of Europe, where the
United States supported a stronger and more integrated Europe, the
United States (with the aim of containing the Soviet threat) has shown a
conflicting attitude towards multilateral security cooperation efforts in
East Asia. While such efforts would partially reduce the US security re-
sponsibilities in the region, anxiety persists that these processes would
weaken existing bilateral security arrangements and thus undermine US
influence in the region. Despite the ongoing Six-Party Talks process, it is
therefore difficult to see this as an expression of US support for multi-
lateral security cooperation in the region.
Fifth, a preference among the regional powers for a regime is impor-

tant to developing regional security cooperation.30 The region lacks lead-
ership in facilitating and coordinating the community-building process.
Neither China nor Japan, which both seek regional hegemony in con-
structing a multilateral security cooperation regime, could take the initia-
tive in the establishment of such a regime. Nor is South Korea capable of
playing a balancer role, considering its geopolitical position between
China, Japan and other relatively limited regional powers.
Sixth, the desire of people in the region to develop a security commu-

nity for the discussion and resolution of regional disputes is critical in
convincing their governments to pursue the institutionalization of re-
gional cooperation. Yet since traditional military issues are still regarded
as matters of diplomatic and political competition rather than of cooper-
ation by the general public and academia (as well as by many policy
decision-makers), there is little public awareness of or political will for
cooperation on regional security issues in Northeast Asia.
Yet there are reasons to be hopeful. Countries in the region value eco-

nomic growth as one of the most important objectives in their national
policies. As such, regional peace and security will be an indispensable
condition for trade and continued economic growth. Accordingly, coun-

160 LEE



tries (including China) will continue to move towards promoting multi-
lateral security cooperation in the region. Also, countries that were hos-
tile towards each other during the Cold War period have worked towards
normalizing their diplomatic relations and are currently seeking to pro-
mote military cooperation and exchange efforts. Though countries in
Northeast Asia have been competitively working towards expanding
their military capabilities, this competitive relationship could provide the
opportunity for states to increase their awareness of the need for multi-
lateral security cooperation in the region. The increasing economic in-
terdependence, people-to-people contacts and transboundary security
concerns have also been an important impetus for countries in the region
to cooperate and integrate in order to advance a community, regardless
of how its terms and scope are defined.

However, such ‘‘functionalist approaches’’ may not prove effective in
the case of Northeast Asia, where geopolitical complications and urgency
prevail. Indeed, intensifying economic and social interdependence and
transboundary environmental problems alone have not generated the
necessary conditions for a regional community, as they did in Europe.
Therefore, consolidating confidence-building measures in the more
‘‘traditional’’ political and military sectors seems to be more crucial in ad-
vancing Northeast Asian security cooperation. For this, the role of politi-
cal leaders who have a strong commitment and will to make a political
breakthrough is most important.

Still, efforts at institutionalizing multilateral cooperation on the issue of
non-traditional security should not be abandoned; rather, they should be
continued as an important process of building a sustainable and effective
regional security regime. Such a process can be expected to be long and
tedious. During this process, non-traditional and ‘‘soft’’ security issues
will not be able to receive the same amount of attention as traditional se-
curity issues. Nevertheless, the process itself would increase the habits of
discourse and the exchange of views, ultimately contributing to setting
the stage for political dialogue. Once a multilateral security cooperation
regime is established, regardless of whether or not it succeeds in address-
ing and resolving particular security issues, the regime itself will have the
authority to promote inter-state cooperation efforts.

Conclusion

While economic regionalism has developed to some extent in post–Cold
War Northeast Asia and brought about hopes for the emergence of a
more integrated regional community, there has been little progress on
political or security regionalism, mainly due to a number of new chal-
lenges. Nevertheless, efforts to develop a regional community for security
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cooperation will continue. It is likely that these efforts will develop into a
‘‘bi-multilateral cooperation framework’’; that is, a multilateral mecha-
nism that complements existing bilateral relations and alliances. In order
to increase the synergistic effects of this mechanism, governments in the
region need to make a systematic and concerted effort to devise a se-
curity policy that reflects increasing public awareness of changing inter-
national and regional security environments while at the same time
accommodating various views on security issues.
Track II-level cooperative efforts should also be utilized as ‘‘pressure

and support’’ to encourage intergovernmental security cooperation.
Scholars and experts should present norms, ethics and concrete guide-
lines and recommendations on how to address and solve ongoing
transnational security issues. This role of the epistemic community is es-
pecially important and relevant in moving towards a more viable and
sustainable East Asian Community. In addition, educational exchange
among countries in a region can serve as a means of constructing a re-
gional identity, and play an important role in the construction of and
communications within the epistemic community.
For instance, the Erasmus Mundus Programme is a cooperation and

mobility project in the field of higher education that promotes the Euro-
pean Union as a centre of excellence in learning around the world. It sup-
ports European top-quality masters’ courses and enhances the visibility
and attractiveness of European higher education in third countries. It
also provides EU-funded scholarships for third-country nationals partici-
pating in these masters’ courses, as well as scholarships for EU nationals
studying in third countries. The BeSeTo Programme (the name is derived
from the first two letters of the capital cities of China, South Korea
and Japan) is a Northeast Asian analogy of the Erasmus Programme.
Proposed by the mayor of Seoul, Lee Won Jong, in October 1993, its pur-
pose was to enhance inter-university academic exchanges so that move-
ment of ideas and leaders is accelerated. However, few people knew of
the existence of such academic exchanges. It is thus important to ensure
that these proposals continually receive the attention of states and are
pursued at the governmental level.
In conclusion, the interconnectedness of governments, the public and

the epistemic community should be strengthened to exert every possible
effort to co-create a regional security community for the benefit of cur-
rent and future generations of Northeast Asians.
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Affairs 67(4), pp. 755–767.

21. Goldstone, Jack A., Ted Robert Gurr, Barbarra Harff, Marc A. Levy, Monty G. Mar-
shall, Robert H. Bates, David L. Epstein, Colin H. Kahl, Pamela T. Surko, John C.
Ulfelder Jr and Alan N. Unger (2000) ‘‘State Failure Task Force Report: Phase III
Findings’’, available at www.yemenembassy.org/economic/Reports/Columbia Univer-
sity/State Capacity Project.pdf#search=‘State Failure Task Force’.

22. Blair, D. C. and J. T. Hanley Jr (2001) ‘‘From Wheels to Webs: Reconstructing Asia-
Pacific Security Arrangements’’, Washington Quarterly 21(1), pp. 7–17.

23. Han, Sung-Joo (2005) ‘‘East Asia in the 21st Century: Trending Toward Community –
or Disunity?’’, paper presented at Trilateral Commission Plenary Session, Washington,
DC, 17 April, unpublished.

24. Rozman, Gilbert and Shin-wha Lee (2006) ‘‘Unraveling the Japan-South Korea Virtual
Alliance’’, Asian Survey XLVI(5), pp. 761–784.

25. Jervis, Robert (1982) ‘‘Security Regimes’’, International Organization 36(2), pp.
357–378.

26. Han, note 23 above.
27. Jervis, note 25 above.
28. Han, note 23 above.
29. Rozman and Lee, note 24 above.
30. Jervis, note 25 above.

164 LEE



9

The Chinese approach to regional
security institutionalism

Seiichiro Takagi

Introduction

Despite its impressive record of economic growth, China is still at a rela-
tively early stage of development in per capita terms. Even in the bold
development goal presented at the Sixteenth National Congress of the
Communist Party, China aspires only to achieve a ‘‘relatively well-to-do
society’’ by 2020. Growth is likely to continue, but there is no guarantee
that the process will be smooth.

At the same time, China is already a formidable regional, and increas-
ingly global, presence in terms of gross figures which are more relevant
to its role in international security affairs. The security implications of
uncertainty in China’s development are also formidable. Because of this
uncertainty, attempts to chart the future course of China’s development
have yielded widely varied scenarios, ranging from ‘‘China threat’’ argu-
ments to ‘‘China collapse’’ predictions.

To refute these two extreme scenarios simultaneously, Chinese strate-
gic intellectuals developed a theory called ‘‘China’s peaceful (precipi-
tous) rise’’ (heping jueqi) in late 2003. This theory was accepted by Hu
Jintao and Wen Jiabao, who assumed power in late 2002 and early 2003,
and mentioned it in public statements of late 2003 and early 2004. But it
has also led to heated debates among security intellectuals. The theory,
obviously rather underdeveloped at that stage, was criticized by both
doves and hawks. The top leaders eventually decided to replace the
term with the more innocuous ‘‘peaceful development’’ in their public
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statements, but did not make the term ‘‘peaceful rise’’ taboo. The term
continues to be used by some theorists, and the debate goes on.
Proponents of the ‘‘peaceful rise’’ theory argue that China’s rise can be

peaceful partly because it is motivated by the embrace of globalization,1
a critical part of which is active participation in international institu-
tions.2 But how will China do it? What is the record of China’s involve-
ment in some regional security institutions already in existence? What
are the thoughts and calculations behind China’s practices? This chapter
will examine these questions.

A basic framework of analysis

In this attempt to analyse Chinese actions and thoughts on international
security institutions, the terms associated with institutions and institution-
alization are defined in the following ways.
Drawing on the discussion by Yamamoto in the theoretical section of

this book, with some simplification, an ‘‘institution’’ is considered to
be created at the lowest level of development when more than two actors
reach an agreement on future behaviour according to some pattern.3 The
level of ‘‘institutionalization’’ is considered to be higher when this agree-
ment becomes explicit or codified (i.e. becomes a rule) and when the
agreement includes concrete content in addition to abstract principles.
This level is also considered to be higher when the agreement is associ-
ated with some values (i.e. is based on norms) and is combined with
other agreements to form a set, or when the content of the agreement ex-
pands to cover more functional areas (i.e. becomes a regime).
Also drawing on Samuel Huntington’s discussion of institutionalization

of procedures and organization, the level of institutionalization of an
organization is considered to rise as it becomes more complex, with the
hierarchical and functional multiplication of subunits and the differentia-
tion of separate types of subunits.4 The ‘‘organization’’ is considered
more institutionalized the more there is coherence among the members5
(or the less there is built-in competitiveness, to use Yamamoto’s term).
In addition to the level of institutionalization, Yamamoto’s discussion of
public versus club goods and positive versus negative externalities will be
incorporated into the analysis.
This chapter attempts to elucidate China’s approach to institutionaliza-

tion in the security field in East Asia as comprehensively as possible. It
will compare China’s actions and perceptions on different institutions,
bilateral and regional, using the measures of institutional development
mentioned above.
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The evolution of China’s approach to regional security
institutions

The emergence of regional security institutions and China

At a national symposium on regional development, held in Shanghai in
December 1984, Huan Xiang, general secretary of the Center for Inter-
national Studies of the State Council, made the first official articulation
of China’s approach to emerging regional cooperation. He argued
that China should actively take part in regional cooperation and seek to
influence its development. He also said that such cooperation should be
limited to the economic and cultural fields, and ruled out political and
military cooperation as being ‘‘out of the question’’.6

When attempts to institutionalize cooperation in the security field
began to be made in East Asia in the early 1990s, however, China’s re-
sponse seemed to be rather more positive. When the South China Sea
Workshop was established in 1990, China did not participate in it imme-
diately, but did so in 1991 even though Taiwan was also represented. At
an international conference on security and arms control in the Asia-
Pacific region in March 1992, Vice Foreign Minster Liu Huaqiu proposed
a gradual construction of ‘‘multi-level (bilateral, sub-regional and
regional) and multi-channel security dialogue mechanisms’’ within the
region.7

However, the limitations to China’s positive attitudes became apparent
in the following years, especially in the course of establishing the ASEAN
Regional Forum (ARF). Right after the ASEAN Ministerial Meeting in
July 1993 had decided to inaugurate the ARF the next year, Foreign
Minister Qian Qichen attended the ASEAN Post-Ministerial Conference
that followed it as a guest. Speaking at this conference, he expressed ap-
preciation for ASEAN’s positive role in regional cooperation and hope
for strengthening the dialogue mechanisms with ASEAN, but never men-
tioned the ARF. He argued that regional security cooperation should not
copy European models.8

His reservations became more apparent in his speech at the ‘‘informal
banquet’’ that evening, when the ASEAN side proposed the establish-
ment of the ARF. Qian expressed support for it, but also said that the
ARF should provide the opportunities to exchange perceptions and
ideas, but should not make decisions on certain countries, regions or
issues and should not take joint actions.9 At the South China Sea Work-
shop, China was cooperative only on purely technical matters; it opposed
attempts to discuss security matters, such as confidence-building mea-
sures. China also resisted attempts to make the working groups intergov-
ernmental, even on issues on which consensus was achieved.10
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This limited enthusiasm clearly reflected the assessment of multilateral
security institutions among Chinese security intellectuals. Banning Gar-
rett and Bonnie Glaser interviewed many of these intellectuals in 1993;
according to their analysis, the intellectuals believed that regional stabil-
ity was still determined by bilateral relationships and the power balance
among major countries, not multilateral institutions. They also believed,
however, that the growth of multilateralism was an inevitable trend of
history, and so tried to assess the costs and benefits. They considered
that the benefits of multilateralism included constraints on Japan’s mili-
tary role and a reduction in regional concerns about China’s defence
strategy. The risks were that the multilateral forums could provide plat-
forms for ‘‘China-bashing’’ in the form of ‘‘China threat’’ arguments;
that the United States and Japan could control the agenda setting and
use the forums as platforms to put pressure on China regarding human
rights issues; that the forums could internationalize the ‘‘bilateral’’ terri-
torial disputes; and that they could provide a stage for Taiwan’s pursuit
of international recognition. Chinese security intellectuals’ overall assess-
ment, however, was that the risk of non-participation was higher than the
risk of selective participation.11
Underlying this assessment were Chinese perceptions of the regional

power configuration, which was basically optimistic and evaluated
the role of ASEAN highly. As the Cold War confrontation between the
United States and the Soviet Union diminished towards the end of the
1980s, Chinese strategic intellectuals were expecting a transformation of
the bipolar power structure into a multipolar one. They thought that the
future structure would be determined by the simultaneous decline of
American and Soviet power as well as the rise of Germany (or Europe),
Japan and China.
Development of the international situation after mid-1989 seriously de-

fied Chinese expectations, however. The decline of the Soviet Union was
much faster and more serious than that of the United States. The interna-
tional situation after the Iraqi invasion of Kuwait in August 1990 clearly
showed that Japan and Germany were in no position to counterbalance
the dominant role of the United States. China itself had been experienc-
ing international isolation, particularly from Western nations, since the
Tiananmen incident. The Gulf War of January 1991 delivered the critical
final blow to Chinese expectations of a multipolar world by forcing it to
recognize that the United States was ‘‘the only superpower capable of
large-scale deployment and war fighting’’.12
This recognition led Chinese security intellectuals to reformulate their

view of the international power structure of the time into a structure of
‘‘one superpower, several strong powers’’ (yichao shuqiang).13 This
structure was minimally acceptable to China because it was a lesser evil
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than other possibilities, such as US unipolarity or a tripolarity of the
United States, Japan and Europe or the G7 condominium, and China
could be counted as one of ‘‘several strong powers’’. What made them
even more optimistic was their assessment of the situation in the Asia-
Pacific region. One senior strategist argued that the development towards
a multipolar structure differed region by region, and that in the Asia-
Pacific region there were already ‘‘mutually independent and mutually
constraining power centres’’ such as the United States, the Soviet Union,
Japan, ASEAN and China.14

After the ARF was inaugurated it became clear that, despite reserva-
tions, China was prepared to be flexible. In the course of preparations
for the first ARF meeting in July 1994, China opposed putting territorial
disputes over the Spratley Islands in the South China Sea on the agenda,
arguing that it should be handled bilaterally between the relevant parties.
However, it did not make this a condition for its participation. Faced with
ASEAN’s success in convincing other members to put this issue on the
agenda, China conceded just before the meeting that its inclusion would
be unavoidable.

At the second ARF meeting in August 1995, China faced even more
severe criticism as a result of nuclear testing and its occupation of Mis-
chief Reef in the Spratley Islands, which was also claimed by the Philip-
pines. China tried to explain how ‘‘defensive’’ its defence policy was, and
revealed that it was preparing for publication of a defence white paper.
This promise was met by the publication of a document titled ‘‘China:
Arms Control and Disarmament’’ in November 1995.15 Although it was
a far cry from a genuine defence white paper, it was a step towards
greater military transparency.

The cause of China’s accommodating behaviour was Southeast Asian
apprehension about China’s growing military capability, which had been
sustained by unusually rapid and uninterrupted economic growth since
1992. However, on issues involving Taiwan, China remained much more
rigid. China opposed discussing confidence-building measures in the
South China Sea Workshop and making some of its subgroups intergov-
ernmental, due to Taiwan’s participation. China decided to participate
in the ARF, in spite of some serious reservations as mentioned above,
because Taiwan was not represented. When the Council on Security
Cooperation in the Asia-Pacific (CSCAP) was inaugurated in 1994, as a
second-track consultation mechanism for the ARF, China did not imme-
diately apply for membership because the CSCAP had not explicitly
ruled out Taiwan’s participation. China made its application only after
the CSCAP steering committee decided in December 1995 to invite the
Chinese national committee as an organizational member, but individuals
from Taiwan only as observers.
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Counteractive institutionalization

Institutional development of the US-Japan security alliance16

In the mid-1990s there was a new institutional development in the re-
gional security system. The US-Japan security alliance, the rationale for
which had become unclear with the end of the Cold War,17 was finally
reaffirmed with the Joint Declaration on Security in April 1996. The dec-
laration reaffirmed the significance of the alliance in the post–Cold War
era by redefining its function: to be prepared to cope with regional uncer-
tainties and instabilities. The declaration also expressed the intention to
have no negative externalities by avoiding any identification of any new
potential ‘‘common enemy’’. Concerning China, which had been seen by
many as replacing the Soviet Union as a potential common enemy after
the end of the Cold War, the declaration explicitly stated that the United
States and Japan had a shared interest in China’s constructive role in re-
gional security.
This reaffirmation also involved institutional developments in the alli-

ance in terms of codification and expansion of areas of cooperation. At
the same time, the two countries signed the Access and Cross-Servicing
Agreement (ACSA) for peacekeeping and disaster relief operations.
The joint declaration announced a plan to revise the defence cooperation
guidelines of 1978 and continue the joint feasibility study of a theatre
missile defence (TMD). The mechanism to deal with problems concern-
ing the US bases in Okinawa, the Special Action Committee on Okinawa
(SACO), issued an interim report to coincide with the declaration.
The revised defence cooperation guidelines were announced in Sep-

tember 1997. The new guidelines spelled out cooperative activities be-
tween US forces in Japan and the Japanese Self-Defence Force (SDF)
in three categories of situations: peacetime, attacks on Japan and ‘‘situa-
tions in the area surrounding Japan’’ (SIASJ) that could have a signifi-
cant impact on Japan’s security. The North Korean test launch of the
Taepodong long-range missile over Japan’s main island in August 1998
prompted a new phase of joint technical research in US-Japan coopera-
tion on the TMD in 1999. Also in 1999 the Japanese Diet passed legisla-
tion for implementing the new guidelines in Japan and expansion of the
ACSA to include the SIASJ.
Despite the expressed positive intention of the joint declaration, China

saw a strong negative externality in it. For China, the declaration indi-
cated an expansion of coverage of the alliance to include regional contin-
gencies in addition to the defence of Japan, the SDF’s participation in US
military operations and Japan’s cooperation with US forces, from the
simple provision of bases to a variety of assistance as spelled out in the
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ACSA.18 Needless to say, China’s sense of alarm was reinforced by de-
velopments after the declaration. All in all, the alliance was now per-
ceived to have become more aggressive, transformed ‘‘from a shield to a
sword’’. The joint declaration was perceived to have laid the foundation
for containment of China.19

Due in part to the timing of the announcement, China was particularly
sensitive about the implication of these changes for the Taiwan prob-
lem, having experienced serious tension with the United States over Tai-
wan in the preceding month. In March 1996 Taiwan was having its first
presidential election, and Lee Teng-hui, whom China regarded as an ad-
vocate for Taiwanese independence, was considered the most likely win-
ner. Faced with this situation, China conducted three military exercises in
the Taiwan Strait with the aim of influencing voters in Taiwan. In order
to counter Chinese pressure on Taiwan, the United States sent two
aircraft-carrier battle groups to the waters nearby.

China saw revision of the guidelines as especially dangerous because
the SIASJ, the geographical demarcation of which was not clearly de-
fined,20 could justify Japanese involvement in US operations in relation
to Taiwan. China also considered the joint development of the missile de-
fence system dangerous because of the possible use of the system to de-
fend Taiwan, in addition to its obvious function of neutralizing China’s
own deterrent against the US forces in Japan as well as against Japan
itself. Underlying all these concerns was the realization that the institu-
tional development of the US-Japan security alliance meant that Chinese
assessments in the early 1990s of a multipolar power configuration in
East Asia were no longer valid.

The ‘‘new security concept’’21

In response to this new situation, China started to pursue its own institu-
tionalization efforts in the security field at all three levels: bilateral, sub-
regional and regional. The articulation of the ‘‘new security concept’’
(Xin Anquanguan, NSC) provided a conceptual foundation for this ef-
fort. According to a Chinese official account, the NSC was first presented
to the ARF foreign ministers’ meeting in July 1996. Although it was not
publicized as such in Chinese media and leaders’ public statements, Chi-
nese security intellectuals started to discuss various new security concepts
that had emerged in the international community around this time. The
first mention of the NSC in a published official document was in the
Sino-Russian joint communiqué of April 1997.22 This communiqué advo-
cated the establishment of a ‘‘new universal concept of security’’ and in-
dicated the essence of this concept by arguing that inter-state conflicts
and discord should be resolved peacefully without resort to force or
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threat of its use, and that peace and security should be pursued through
bilateral and multilateral coordination and cooperation.
The ostensibly innocuous nature of this concept is defied by the joint

communiqué’s expression of opposition to the ‘‘Cold War mentality’’
and ‘‘bloc politics’’, which China argued were embodied in US efforts to
strengthen its alliance systems in Europe and Asia. Speaking at the UN
Disarmament Conference in Geneva in March 1999, President Jiang
Zemin sounded an alarm about the continued existence of the ‘‘Cold
War mentality’’, the occasional appearance of hegemonism and power
politics, the tendency to strengthen military alliances and the rampant
pursuit of new ‘‘gun-boat diplomacy’’. He then contrasted the NSC with
the ‘‘old security concept’’, which, he said, was based on a military alli-
ance and relied on military build-up as a measure to achieve national
security. He also spelled out the core components of the NSC as ‘‘mutual
respect, mutual benefit, equality, and cooperation’’ among the concerned
states.23

Regional institutionalization

Based on the NSC, China made its first active attempt to promote secu-
rity institutionalism at the regional level when it offered, in April 1996,
to co-chair with the Philippines the ARF inter-sessional working group
meeting on confidence-building measures the next year and host it in Bei-
jing. The timing of this offer suggests that China was trying to counter the
strengthening of the US-Japan alliance by promoting the idea that secu-
rity should be sought through reinforcement of regional institutions such
as the ARF, not through military alliance. China’s attempt brought com-
petitiveness into the ARF. When the inter-sessional group meeting was
held in March 1997, there was a heated dispute about the evaluation of
the US-Japan security alliance, with the Chinese delegation adamantly
opposed to suggestions that the alliance was the foundation of regional
security and that the ARF was supplemental to it.24
This constituted a serious constraint on China’s enthusiasm for the

ARF. This was clearly stated by a commentary carried in the People’s
Daily in July 1996, which evaluated the ARF highly as reflecting ‘‘a new
type of security concept’’ and mentioned the inter-sessional group meet-
ing in Beijing as evidence of China’s active involvement in its develop-
ment. The commentary argued that ‘‘security cooperation in the new
era’’ had three characteristics. First, it is cooperation based on equal sov-
ereignty and seeks common security. Second, the development of cooper-
ation is based on the convergence of security interests, and should be
incremental. And third, the cooperation should not damage the security
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of any member country and should not touch their basic defence systems.
Based on these premises, it further argued that ‘‘cooperative security’’
did not mean ‘‘group intervention in inter-state conflicts and pursuit of
complete solutions to all concrete security problems’’.25

On the central aspect of institutional development of the ARF, China’s
enthusiasm was also limited. The second meeting of the ARF, in August
1995, adopted a concept paper that charted the course of the ARF’s de-
velopment in three stages: ‘‘promotion of confidence-building measures’’,
‘‘development of preventive diplomacy’’ and ‘‘conflict resolution’’.26 At
the fourth ARF meeting, in July 1997, it was agreed that the agenda of
the confidence-building measures stage had progressed sufficiently to
warrant serious consideration of transition to the next stage (preventive
diplomacy), especially if there was an overlap between the two stages.27
Prior to this meeting, the issues surrounding preventive diplomacy had
been hammered out in ARF-sponsored seminars in 1995 and 1996. How-
ever, the preventive diplomacy agenda of the ARF was stymied by issues
of definition and operationalization. Even at this point there was a severe
division among the ARF members between those that wanted to see an
institutionalized ARF which moved forward at a faster pace, and those
that were more cautious and preferred an incremental approach in di-
recting the nature of its institutionalization.

China, along with many ASEAN members, belonged to the latter
group, while the Western countries and Japan belonged to the former.28
One of China’s key concerns was the possibility that preventive diplo-
macy might involve the use of force, as in the case of preventive deploy-
ment by the United Nations. Even more fundamentally, China insisted
on respect for state sovereignty, arguing that any application of preven-
tive measures to an intra-state conflict would violate the principle of
non-interference in internal affairs.29 Because of the resistance of China
and some ASEAN members, deliberation on preventive diplomacy has
not gone beyond delineation of the areas of overlap between it and the
confidence building. As a result, the institutional evolution of the ARF
has been stalled.

As China’s moves in the deliberation on preventive diplomacy and the
People’s Daily article mentioned above suggest, China was even more
negative about the third stage, conflict resolution. According to Amitav
Acharya, this was the most contentious area on the security agenda of
the ARF, and China was particularly sensitive in this regard. China was
responsible for forcing the ARF to change the wording of the concept
from ‘‘conflict resolution’’ to a ‘‘vague and almost comical expression of
‘elaboration of approaches to conflict’ ’’, and was adamant that the ARF
could not have a managerial role in dispute settlement.30
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Bilateral institutionalization

In conjunction with positive subregional developments in Central Asia
towards institutionalizing security, i.e. the creation of the ‘‘Shanghai
Five’’,31 China promoted institutionalization of the bilateral security re-
lationship with Russia. When President Boris Yeltsin visited China in
April 1996, the two countries issued a joint communiqué that declared
the formation of a strategic partnership.32 Although it was explained as
a new type of international relations with no negative externalities (‘‘di-
rected against no third party’’), this partnership clearly represented the
convergence of strategic interests of two countries faced with the expan-
sion of US alliance systems. For China, the impetus was the reaffirmation
of the US-Japan security alliance, and for Russia, the eastward expansion
of NATO.
The purpose of the strategic partnership was stated more explicitly in

a joint communiqué issued when Jiang Zemin visited Russia in 1997 for
the signing of the Moscow Agreement. The communiqué was entitled
‘‘Multipolarization of the World and Establishment of the New Inter-
national Order’’.33 It criticized ‘‘hegemonism and power politics’’ and ar-
gued that multipolarization and pluralization were the main trends of the
time. It also extolled the NSC, and criticized alliance formation and ‘‘bloc
politics’’ based on a ‘‘Cold War mentality’’. Since then, the two countries
have developed their relationship mainly in the context of the Shanghai
Five.
Right after the Shanghai Five marked its institutional evolution into

the Shanghai Cooperation Organization (SCO) in June 2001, the strate-
gic partnership with Russia also took a significant step towards further in-
stitutionalization. The two countries signed the China-Russia Treaty of
Good Neighbourliness, Friendship and Cooperation34 in July 2001.

Explaining the difference in China’s approach to different
institutions

China’s active promotion of institutional evolution in the Central Asian
subregional security system, from cooperative security to security cooper-
ation, contrasts starkly with its passivity and resistance to institutional de-
velopment with regard to the ARF. Trying to explain this difference,
Jianwei Wang concurs with the argument of ‘‘some Chinese scholars’’
that, in region-wide organizations, the interest and concerns of the coun-
tries involved are just too diverse for a high degree of institutionaliza-
tion.35 Is that the full explanation?
In the ARF, China is just one member – albeit a major one – invited

from outside the subregion, along with other powers such as the United
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States, Japan and Russia. China could not expect to play a decisive role
in the process of the ARF’s development, nor could it claim a veto
power. All it could expect would be either to adapt to or to stall ARF de-
velopment. On the other hand, in the Shanghai Five, China was clearly in
the driver’s seat and could have a decisive impact on its development.

Jianwei Wang points out that China has been more enthusiastic about
indigenous multilateral institutions.36 Although this seems to explain
China’s enthusiasm for the ASEAN Plus Three, it cannot explain its op-
position to the East Asian Economic Group proposed by Prime Minister
Mahathir of Malaysia in the early 1990s, or the Asian Monetary Fund
proposed by Japan in the wake of the Asian currency and financial crisis
in 1997. The key issue must be the level of China’s influence.

The situation after 9/11

The China-Russia strategic partnership

The events of 9/11 put China’s cooperation with Russia in an awkward
situation. Russia’s behaviour toward the United States immediately after-
wards clearly betrayed Chinese expectations in some critical ways. A few
weeks after 9/11, President Vladimir Putin issued a statement articulating
Russia’s support for the US war on terrorism in Afghanistan. The state-
ment made clear Russia’s support for Central Asian countries’ decision
to provide military bases in their territories for US air forces. This
allowed the United States to obtain bases in Kyrgyzstan, which shares
a border with China, and Uzbekistan.

In December 2001 the United States issued a unilateral announcement
to abrogate the ABM Treaty. This announcement did not cause serious
deterioration in its relationship with Russia, which had joined China in
statements of opposition to the abrogation on a number of occasions.
Russia was obviously trying to improve relationships with the United
States, and used the war on terrorism as an opportunity for cooperation.
However, China did not respond negatively to Russian moves, and the
bilateral relationship was kept on an even keel. This was because China
was also trying to improve its relationship with the United States through
its own cooperation in the war on terrorism, and the United States had
responded positively.

Since late 2002, however, both China and Russia have shared increas-
ing frustration with the US military presence in Central Asia as well as
with other signs of US unilateralism, especially in Iraq. This led to both
parallel and joint actions revealing negative externalities in their strategic
partnership. Following the July 2005 SCO summit communiqué, China

CHINA AND REGIONAL SECURITY INSTITUTIONALISM 175



conducted the first joint military exercise with Russia within the frame-
work of the SCO. Various aspects of the exercise, which was named
Peace Mission 2005, indicate that it was conducted on China’s initiative.
China and Russia announced that the objective was to train for the fight
against ‘‘international terrorism, religious extremism and separatism’’,
and that it was not directed against any third party. However, a number
of indications suggest that the exercise was indeed conducted with other
objectives in mind – an attack on Taiwan and the checking of a conse-
quent US intervention.

Selective activism in the ARF

The 9/11 attacks also provided China with the opportunity to be more
actively involved in the ARF while evading the issue of the transition to
the stage of preventive diplomacy. In the context of heightened concern
about international terrorism and other transborder problems, China
took the initiative for expansion of the functional areas of cooperation
at the ARF senior officials’ meeting in May 2002, by presenting a position
paper on ‘‘Enhanced Cooperation in the Field of Non-Traditional Secu-
rity Issues’’.37 In this paper, China proposed cooperation in such non-
traditional security issues as terrorism, narcotics, HIV/AIDS, piracy and
illegal immigration. In 2003 China initiated another move for the institu-
tional development of the ARF, again without involving the transition to
preventive diplomacy, by proposing the ARF Security Policy Conference
(ASPC) of security officials at the annual meeting in June. This was en-
dorsed at the annual meeting in 2004, and Beijing hosted the first meet-
ing of the ASPC in November that year.
These initiatives were buttressed by the institutional development of

China’s bilateral cooperation with ASEAN in the security area. The
China-ASEAN Meeting was started in 1997 to promote economic coop-
eration, but it soon expanded the area of cooperation to include security
issues. At their November 2002 summit China and ASEAN signed a joint
declaration on cooperation in the field of non-traditional security is-
sues,38 following up on the presentation of the position paper a few
months earlier, and signed the Declaration on the Conduct of Parties on
the South China Sea at the foreign ministers’ meeting. At the ARF meet-
ing in July 2003, the same meeting where China proposed the ASPC,
China pledged to complete the domestic process for acceding to the
ASEAN Treaty of Amity and Cooperation. This pledge was formally
realized at the China-ASEAN summit in October 2003, when China be-
came the first non-Southeast Asian nation to accede to the treaty. At the
same summit, China and ASEAN issued a joint declaration on a ‘‘Strate-
gic Partnership for Peace and Prosperity’’.
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In light of these signs of activism, China’s lack of enthusiasm for
another multilateral dialogue process centred in the Asia-Pacific region
is quite striking. The Asian security leaders’ meeting in Singapore (called
the Shangri-La Dialogue), which was organized by the London-based In-
ternational Institute for Strategic Studies, was inaugurated in June 2002
and has continued to meet every year since. It quickly became one of
the major security dialogue mechanisms in the region, with many coun-
tries sending their defence ministers or their deputies. China, however,
has never sent anybody of that rank to the meetings. The reasons for
this lack of enthusiasm are quite transparent: one is that Taiwan was rep-
resented (though not at ministerial level), and another is that China is not
in the ‘‘driver’s seat’’. In 2007 China did send an official of significantly
higher rank than before, Lieutenant-General Zhang Qingsheng, deputy
chief of the general staff, to the meeting in June, but it is still too early
to tell if this represents a fundamental change in China’s approach to
the Shangri-La Dialogue.

The Six-Party Talks: A prelude to subregional security
institutionalization?

The idea of creating a framework for peace in Northeast Asia involving
North and South Korea, the United States, Japan, China and Russia is
not new: Kim Dae-jung had mentioned such an idea in the 1970s. In
1998, after the North Korean test launch of a Taepodong missile, Japa-
nese Prime Minister Keizo Obuchi reiterated the proposal and secured
South Korean President Kim Dae-jung’s support. However, other par-
ties, including China, did not show much interest at the time.

When the North Korean nuclear weapon development problem resur-
faced, leading to the inauguration of the Six-Party Talks in August 2003
under Chinese leadership, it was natural to think of transforming them
into a Northeast Asian subregional security mechanism. This time, China
was quite positive about such an idea. In 2004, on the eve of the second
round of the Six-Party Talks, a spokesperson for China’s Ministry of For-
eign Affairs said that China hoped the parties would consult with each
other while maintaining ‘‘a level of institutionalization’’.39 At the same
time, a Japanese newspaper reported that the Chinese government had
been considering the establishment of a subregional institution for secu-
rity consultation in Northeast Asia based on the Six-Party Talks, and that
relevant researchers had been examining the concept.40

The fourth round of the Six-Party Talks in the summer of 2005 demon-
strated that China was quite serious about this idea. China reportedly in-
cluded the idea of establishing a ‘‘mechanism of stability and cooperation
in Northeast Asia’’ in the first draft of the agreement that it presented to
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the participants in August.41 The joint statement issued at the conclusion
of the fourth round in September42 was not as specific as these reports
had suggested, but it did show support for the general direction by stating
that ‘‘the Six Parties agreed to explore ways and means for promoting se-
curity cooperation in Northeast Asia’’.
The situation seems to give reason for hope after the bilateral talks in

Berlin in January 2007 between the US and North Korean chief dele-
gates to the Six-Party Talks. The third session of the fifth round in Febru-
ary 2007 produced an agreement for initial actions to implement the joint
statement of September 2005.
According to the statement, North Korea agreed to shut down and seal

the Yongbyon nuclear facility, to invite the IAEA to conduct monitoring
and verification, and to provide a list of all its nuclear programmes and
materials within 60 days. The other five parties agreed to provide emer-
gency assistance of heavy fuel oil in the same period. The six parties also
agreed that as they moved into the second phase of disablement the five
parties would provide additional assistance of up to 1 million tonnes of
heavy fuel oil. Another important part of the agreement is the establish-
ment of five working groups to deal with denuclearization, normalization
of North Korea’s diplomatic relations with the United States and Japan,
economic and energy cooperation, and a ‘‘Northeast Asia peace and se-
curity mechanism’’.
This agreement was followed by the US announcement to lift the sanc-

tions on the Banco Delta Asia in March, and the North Korean funds at
the bank were then transferred to a Russian bank in early June. North
Korea invited an IAEA delegation to Pyongyang on 16 June, and the
US chief delegate to the Six-Party Talks made a sudden visit to Pyongyang
on 21 June 2007. The IAEA inspection team visited North Korea in July
and inspected the closure and sealing of the Yongbyon nuclear facility. A
denuclearization workshop was held in Shenyang, north-east China, in
mid-August, but the negotiations for the transition to the second stage
of disablement of the North Korean nuclear facility could not agree on
the definition of the term ‘‘disablement’’. In early September 2007, after
bilateral US-North Korea negotiations, the US side announced that
North Korea had agreed to the disablement by the end of the year.

Consistency and change in China’s approach

The new international situation created by 9/11 led to further activism
in China’s approach to regional security institutions. China continued
to lead the institutional development of the SCO.43 China’s role as the
chair in the Six-Party Talks on North Korean nuclear development has
obviously been critical, and China is clearly determined to create a sub-
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regional security institution on the basis of these talks. Even in the ARF,
China has become more proactive by proposing enhanced cooperation
on non-traditional security issues and meetings of the defence officials
(ASPC). However, these choices of issue and format suggest that China’s
concerns about sovereignty and its intention of keeping the ARF at the
confidence-building stage of ‘‘traditional’’ security have not changed.
China’s lack of enthusiasm for the Shangri-La Dialogue shows more
clearly its reluctance to be involved in any institution in which it has no
critical influence or veto power.

Conclusion: The China factor in the institutionalization of
security in Northeast Asia

The examination of China’s evolving approach to institutional develop-
ments of regional security confirms the overall pattern of change noted
by earlier works on similar subjects: China has overcome its initial scepti-
cism and defensiveness and become more confident and proactive.
However, a closer examination of China’s behaviour towards different
security institutions, with conscious application of the measures of institu-
tionalization and attention to contextual factors, reveals continuing
problems.

First, China’s adamant adherence to the notion of sovereignty and the
norm of non-interference in domestic affairs has constituted an almost in-
surmountable obstacle to institutional development of some regional se-
curity mechanisms. The most telling case, of course, is China’s attempts
to stall the development of the ARF from the stage of confidence build-
ing to that of preventive diplomacy, and to dilute the ultimate goal of
conflict resolution in the third stage.

Second, as a sort of corollary to this first point, the comparison of Chi-
na’s approach to different institutions reveals a clear correlation between
China’s enthusiasm and the degree of influence it can exert. Although it
may be an overstatement to characterize China’s role in the Shanghai
Cooperation Organization as dominant, it is undeniable that China had
a critical influence on its development. And while China does not control
the process or the outcome of the Six-Party Talks, its role there is unde-
niably critical. Thus, China has been mostly active in these organizations.
In the ARF, China’s record is a mixture of resistance to its institutional
development and limited activism. This reflects China’s position in the
ARF as one of the major powers and its success in courting ASEAN.

In the Shangri-La Dialogue, however, where China has even less influ-
ence in setting the agenda, it has shown little enthusiasm. This ten-
dency is consistent with mainstream Chinese discourse on international
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institutions. Chinese writings on the need to be involved in international
institutions almost invariably emphasize how China should be capable of
preventing such institutions from constraining its options.44
Third, another almost idiosyncratic aspect of China’s adherence to

sovereignty is its resistance to Taiwan’s membership in relevant regional
security mechanisms. Despite obvious gaps in geographic coverage of the
security mechanisms caused by Taiwan’s absence and the undeniable re-
gional security implications of the China–Taiwan conflict, China cannot
afford to give up the position that Taiwan is a part of China and thus
the conflict is an internal matter. China’s adherence to this position is
somewhat loosened with regard to economic institutions such as the
Asia-Pacific Economic Cooperation (APEC) and the World Trade Orga-
nization (WTO), in which China accepts the membership of Taiwan not
as a sovereign state but as an ‘‘economic entity’’ in the former and a
‘‘customs territory’’ in the latter. In these cases, respect for the effective-
ness of the institution outweighs concerns about sovereignty, even for
China. An interesting question is how China is going to behave with re-
gard to institutional developments concerning non-traditional security
issues, which have been receiving increasingly serious attention by re-
gional powers, including China. With regard to these issues, the reduc-
tion in institutional effectiveness caused by Taiwan’s absence could be
more serious than in the case of traditional security.
Fourth, China’s consistently active involvement in the institutional de-

velopment of the SCO and its strategic partnership with Russia, in con-
trast to its limited enthusiasm in the ARF, suggests that China tends to
be more positive about the development of security institutions with neg-
ative externalities that provide club goods rather than public goods.
Fifth, with regard to the question raised by Yamamoto in this volume

about ‘‘inside-out’’ or ‘‘outside-in’’ institutionalization, another interest-
ing pattern can be discerned through a similar comparison. Yamamoto
observes that the further away from the geographic core of Northeast
Asia, the higher the level of institutionalization. China’s enthusiasm is
roughly in inverse correlation to the level of institutionalization (i.e. the
closer it is to the core, the more enthusiastic it is). Since a higher level of
institutionalization in security arrangements away from the core has been
achieved with little Chinese input, and considering the fact that the
higher the level of institutionalization of the organization, the stronger
its constraint on the members, this pattern is quite consistent with other
characteristics of China’s approach to regional security institutions.
These characteristics suggest that China has continued to view the

multilateral security institution in terms of its national interest. Inter-
nally, China sees multilateral security institutions basically as new arenas
where members compete for realization of their national interests. Exter-
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nally, in the case of regional institutions, China sees them as instruments
with which to put pressure on others or ward off pressure from them. The
liberal institutionalists’ expectations that, through involvement in inter-
national institutions, nations can overcome the narrow-minded pursuit
of national interest and cooperate for the provision of public goods are
not fully met by Chinese behaviour so far. China’s socialization in inter-
national institutions has certainly improved its efficacy in the new setting
and changed its ostensible discourse on security affairs, as is evident in
the discussion of the NSC, but the extent to which China has internalized
transnational norms is still unclear. China is not alone in this attitude,
however, and it certainly is not fair to criticize it for being uniquely self-
centred. Nonetheless, because of China’s rapidly growing influence it is
important to watch this aspect of its involvement in the international
community carefully.
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The Proliferation Security Initiative
from an institutional perspective:
An ‘‘outside-in’’ institution?

Chiyuki Aoi

Introduction

The Proliferation Security Initiative (PSI) is a central pillar of the Bush
administration’s non-proliferation strategy. With the aim of stopping the
transfer of technologies and equipment that may lead to the proliferation
of weapons of mass destruction (WMDs), the PSI allows participating
members to seize, in their respective territorial waters or airspace, ship-
ments of WMDs, WMD delivery systems and related technologies bound
for countries and non-state entities held ‘‘in concern’’ by PSI participants.
The PSI constitutes a new non-proliferation regime designed to tackle
contemporary proliferation concerns.

The PSI has a creative institutional form, in that it is an exercise by
a ‘‘coalition of the willing’’ – an ‘‘activity, not an organization’’, as US
administration officials term it – wherein the member states agree to
undertake interdictions voluntarily following a set of principles. With a
set of principles to be pursued by member states, however, the PSI does
amount to an international regime, on the way to expanding its scope and
membership. With member states and de facto supporters increasing, the
PSI has become, since its inception in 2003, a global initiative with more
than 60 nations supporting it. Other bilateral agreements strengthen the
arrangement as well. The initiative’s effectiveness is hard to judge, but it
is credited with the successful interdiction of a cargo bound for Libya –
an event that led to the abandonment by that country of its WMD
programmes.
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The PSI as an institution also entails another creative element: a po-
tential for what Yamamoto calls ‘‘outside-in’’ institutionalization in the
Northeast Asian region. According to Yamamoto, ‘‘outside-in’’ institu-
tionalization is that where widely shared norms and a sense of legitimacy
in a global regime or other regional regimes become a bedrock model for
regional (in this case, Northeast Asian) institutionalization – a process
that would otherwise not start. According to him, this type of institution-
alization is arguably the only path possible to creating institutions in
Northeast Asia, a region which lacks the basis for autonomous ‘‘inside-
out’’ or endogenous institutionalization.1
The PSI currently only has a limited membership in the region, and in

the broader Asian region. This is so despite the fact that Northeast Asia
faces a serious proliferation threat. For the PSI to be more effective, it is
imperative that the initiative gains support from key states in the region,
especially South Korea and China. Indeed, as a matter of principle North
Korea itself, which is the major proliferation concern, should be included
in such a regime. However, the obstacle for participation by these states
is political, and therefore the momentum for building a viable institution
cannot start from ‘‘within’’. As support for the initiative grows globally,
there may be some possibility that these states will soften their objections
– as, in fact, China has done in recent months.
This chapter argues that for the PSI to be genuinely effective, it needs

to be transformed from a largely US-initiated, US-driven activity into a
more multilateral, universal institution whose ‘‘outside-in’’ potential can
then be explored in the context of Northeast Asia. In addition, the PSI
may need to be built into a broader region-wide initiative to coordinate
proliferation security, including export control measures. Furthermore, it
would be better if the initiative could gain some concrete UN backing,
primarily through the provision of neutral and impartial support, and
even institutional support. Short of genuine efforts to coordinate all as-
pects of legitimacy, multilateralism and participation, the PSI will con-
tinue to be of limited effectiveness and may even be a destabilizing
element in the Northeast Asian region.

Background: What is the PSI?

Global and regional proliferation concerns

The spread of WMDs, and their production and delivery systems, has
been a major security concern. Once WMDs are acquired, there is worry
that these weapons may be used by some states or non-state entities,
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with the effect of destabilizing regional security or challenging Western
interests.

After some achievements made during the early 1990s – the seeming
success in curtailing efforts to acquire WMDs by some states, such as
Iraq, Libya and North Korea; the unconditional and indefinite extension
of the Treaty on the Nonproliferation of Nuclear Weapons (NPT); and
the conclusion of the Chemical Weapons Convention – events unfolding
in the latter half of the 1990s seem to have reversed these earlier gains.2
In 1998 India and Pakistan conducted nuclear tests; in the same year Pa-
kistan tested the Ghauri missile in April, Iran tested its Shihab-3 missile
in July and North Korea tested its Taepodong missile in August. The UN
Special Commission (UNSCOM) also ended its presence in Iraq in 1998.

At the end of 2002 UN sources cited 16 states maintaining active chem-
ical weapons programmes, a dozen possessing offensive biological weap-
ons capabilities and many others developing ballistic and cruise missile
delivery capabilities.3 Suspicions over North Korean and Iranian nuclear
weapons programmes still persist, although Libya declared in December
2003 that it would give up all WMD-related programmes. Recently both
North Korea and Iran have defied the NPT system, putting into question
its efficacy.

In addition, there is growing interest on the part of non-state entities,
such as Al Qaeda and Hamas, in acquiring WMDs, with the intention (so
it is claimed) to use them. On one occasion, Sarin gas was actually used in
the Aum Shinri-Kyo terrorist attack on the subway system in Tokyo. The
11 September 2001 attacks on US targets, although they did not involve
WMDs, invoked fear that these non-state entities may in fact be able to
conduct surprise attacks using some sort of WMDs.

Such fear is further exacerbated by the expanding web of weapons and
technology trade covering state and non-state entities. In addition to the
concern that states will develop WMDs and related technologies, there is
an intense concern that states and non-state entities may trade WMDs
and related technologies among themselves. Of particular concern today
is illicit WMD trading among developing countries.

So-called second-tier proliferation, where nuclear technologies are
traded among developing countries with varying technical capabilities,4
is a case in point. Second-tier proliferation poses a particular challenge
to the traditional, currently dominant, supply-side approaches to non-
proliferation, which are designed primarily to target first-tier prolifera-
tion, i.e. the flow of arms and technologies from nuclear weapons states
and non-state entities to non-nuclear weapons states.5 Moreover, there
is normally also a demand-side ‘‘pull’’ for WMDs and related technolo-
gies. States try to acquire WMDs as they perceive they are needed for re-
gime survival and security, national prestige and economic purposes.
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In Northeast Asia, WMD proliferation is a threat to regional security
and requires a region-wide approach to contain it. Of particular concern
is North Korea’s nuclear weapons programme. North Korea’s case (as
well as Iran’s) creates concerns for so-called latent proliferation, wherein
states inside the NPT develop the capabilities needed for a nuclear weap-
ons programme, while adhering to (or maintaining a façade of adhering
to) the obligations under the NPT.6 North Korea, meanwhile, which
withdrew from the NPT, is suspected of having built nuclear warheads.
In addition, North Korea is the centre of second-tier proliferation

concerns in the region and beyond. It is known that extensive nuclear
and missile programmes have existed in the past few years in North
Korea, Iran, Pakistan and Libya.7 Since North Korea’s withdrawal from
the NPT in December 2002, it has reportedly accumulated sufficient
plutonium-based warheads to allow it either to begin conducting nuclear
tests or to sell the warheads on the black market. North Korea is further
believed to have a uranium enrichment programme, which was started
when the 1994 agreed framework was put into place, with assistance
from Pakistan through a ‘‘missiles-for-enrichment-technology’’ barter
deal.8 Further, North Korea’s attempt to import machine components re-
quired to construct centrifuges was halted by an export control regime in
2001, in an event that showed the extent to which North Korea’s technol-
ogy had advanced.9
Overall, North Korea’s case illustrates the seriousness of prolifera-

tion concerns in Northeast Asia. It also shows that regional non-
proliferation and global non-proliferation are linked, and an effective
non-proliferation regime would necessarily have to have both global and
regional dimensions.

The PSI

The PSI is a response to such global and regional proliferation concerns.
It is a supply-side measure that uniquely addresses both second-tier and
first-tier proliferation. It is clear that the PSI grew directly out of the
Bush administration’s 2002 National Strategy to Combat Weapons of
Mass Destruction, as a means to implement it. The 2002 strategy declares
that ‘‘Weapons of mass destruction (WMD) – nuclear, biological and
chemical – in the possession of hostile states and terrorists represent
one of the greatest security challenges facing the United States’’, and
emphasizes the administration’s commitment to all three areas of
counter-proliferation, non-proliferation and consequence management
to respond to WMD use. The document called for further strengthening
of the system for preventing and containing WMD proliferation and
listed, among others, the need for ‘‘effective interdiction’’ of the delivery
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of WMD materials and technology, pledging to strengthen military, intel-
ligence, technical and law-enforcement communities for this purpose.10

Together with other similar initiatives launched by the Bush
administration – such as the Container Security Initiative (CSI) managed
by the US Department of Homeland Security, and the G8 Global Part-
nership against the Spread of Weapons and Materials of Mass Destruc-
tion, in which the G8 countries pledged to provide funds of US$20
billion over 10 years to support specific disarmament, non-proliferation
and nuclear safety projects, initially in Russia11 – the PSI constitutes the
core of the US strategy to enhance proliferation security.

The PSI was announced by the Bush administration in May 2003. The
PSI Statement of Interdiction Principles, adopted by the original 11
members (the United States, Australia, France, Germany, Italy, Japan,
the Netherlands, Poland, Portugal, Spain and the United Kingdom) on 4
September 2003, spells out the commitments to be made by participating
members.

� Undertake effective measures, either alone or in concert with other states, for
interdicting the transfer or transport of WMD, their delivery systems, and re-
lated materials to and from states and non-state actors of proliferation con-
cern. ‘‘States or non-state actors of proliferation concern’’ generally refers
to those countries or entities that the PSI participants establish should be
subject to interdiction activities because they are engaged in proliferation
through: (1) efforts to develop or acquire chemical, biological or nuclear
weapons and associated delivery systems; or (2) transfers (either selling, re-
ceiving or facilitating) of WMD, their delivery systems or related materials.

� Adopt streamlined procedures for rapid exchange of relevant information
concerning suspected proliferation activity, protecting the confidential char-
acter of classified information provided by other states as part of this initia-
tive; dedicate appropriate resources and efforts to interdiction operations
and capabilities; and maximize coordination among participants in interdic-
tion efforts.

� Review and work to strengthen relevant national legal authorities, where
necessary, to accomplish these objectives; and work to strengthen, when nec-
essary, relevant international law and frameworks in appropriate ways to sup-
port these commitments.

� Take specific actions in support of interdiction efforts regarding cargoes of
WMD, their delivery systems or related materials, to the extent national legal
authorities permit and consistent with obligations under international law and
frameworks, to include:
– Not to transport or assist in the transport of any such cargoes to or from

states or non-state actors of proliferation concern, and not to allow any
persons subject to their jurisdiction to do so.

– At their own initiative, or at the request and good cause shown by another
state, to take action to board and search any vessel flying their flag in their
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internal waters or territorial seas, or in areas beyond the territorial seas of
any other state, that is reasonably suspected of transporting such cargoes to
or from states or non-state actors of proliferation concern, and to seize
such cargoes that are identified.

– To seriously consider providing consent, under the appropriate circum-
stances, to the boarding and searching of their own flag vessels by other
states, and to the seizure of such WMD-related cargoes in such vessels
that may be identified by such states.

– To take appropriate actions to (1) stop and/or search in their internal
waters, territorial seas or contiguous zones (when declared) vessels that
are reasonably suspected of carrying such cargoes to or from states or
non-state actors of proliferation concern, and to seize such cargoes that
are identified; and (2) to enforce conditions on vessels entering or leaving
their ports, internal waters or territorial seas that are reasonably suspected
of carrying such cargoes, such as requiring that such vessels be subject to
boarding, search and seizure of such cargoes prior to entry.

– At their own initiative, or upon the request and good cause shown by an-
other state, to (1) require aircraft that are reasonably suspected of carrying
such cargoes to or from states or non-state actors of proliferation concern
and that are transiting their airspace to land for inspection, and to seize any
such cargoes that are identified; and/or (2) deny aircraft reasonably sus-
pected of carrying such cargoes transit rights through their airspace in ad-
vance of such flights.

– If their ports, airfields, or other facilities are used as trans-shipment points
for shipment of such cargoes to or from states or non-state actors of prolif-
eration concern, to inspect vessels, aircraft or other modes of transport rea-
sonably suspected of carrying such cargoes, and to seize such cargoes that
are identified.12

The PSI, however, does not extend existing legal authority for member
states to conduct actions that they could not do before under interna-
tional law. Specifically, the PSI requires that the ships or aircraft to be
interdicted must be in territorial waters or airspace, as the initiative does
not grant new legal authority to conduct interdictions in international
waters or airspace. To intercept shipments in international waters, the
ships or aircraft of concern must be flagged or registered by a member
state, or by a state willing to cooperate with the initiative in each specific
case.
As of the end of 2005, the PSI had conducted 12 successful interdic-

tions, including one that stopped a WMD cargo bound for Libya.13
The PSI had, as of May 2005, conducted 14 joint exercises in Europe,
Asia and North America, joined by military as well as civilian law-
enforcement authorities. Fourteen more exercises were scheduled to
take place by the end of 2006.
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The PSI as a regime

The PSI is a new regime designed to halt WMD proliferation in the con-
temporary strategic environment. Regimes are normally understood and
analysed in terms of principles, norms and operational procedures or
guidelines (rules and decision-making procedures). Principles denote be-
liefs or facts of causation. Norms refer to standards of behaviour for re-
gime participants. Rules refer to specific actions to attain regime norms.
Decision-making procedures refer to the built-in structure of decision-
making.14

The PSI’s basic principle is clearly that the proliferation of WMDs is a
threat to international security. The Bush administration sought UN
backing for such a claim, which materialized in the adoption of UNSCR
1540 (2004) that declared, under Charter Chapter VII, that ‘‘proliferation
of nuclear, chemical and biological weapons, as well as their means of de-
livery, constitutes a threat to international peace and security’’ and called
on all states to criminalize WMD proliferation, to enact and enforce strict
export controls and to secure sensitive materials within their borders,
in particular in view of preventing the spread of WMD materials and
technologies to non-state entities. UNSCR 1540 has a basis in the path-
breaking January 1992 statement by the president of the UN Security
Council, in which the United Nations recognized for the first time that
the ‘‘proliferation of all weapons of mass destruction constitutes a threat
to international peace and security’’ and committed the Security Council
to work to prevent the spread of technology related to the production of
WMDs, as well as calling for member states’ action in preventing their
spread.15

The core norm of the PSI is that, because proliferation is a threat to
international security, participating states are required to halt the prolif-
eration of WMDs and related technologies and materials, as well as their
means of delivery to states and non-state entities of concern, by way of
interdiction. The norm for PSI participants is that the actions taken
would be on a voluntary basis, with the emphasis on controlling the pro-
liferation behaviour of targeted states and entities. The PSI, therefore, is
a regime directed at deterrence of proliferation activities conducted by
targeted states and entities through a show of unity, as well as through
denial of means for these states and entities to acquire WMDs (table
10.1).

Rules (i.e. specific actions to attain regime norms) are defined in items
1–4 of the interdiction principles, but, as stated above, they are defined in
such a way as to allow for voluntary actions based upon what is feasible
in each individual case. Members are to undertake effective measures,

THE PROLIFERATION SECURITY INITIATIVE 191



either alone or in concert with other states, for interdiction of the trans-
fer or transport of WMDs, their delivery systems and related materials
to and from states and non-state actors of proliferation concern; adopt
streamlined procedures for rapid exchange of relevant information;
strengthen relevant national legal authorities where necessary to accom-
plish these objectives; and take specific actions in support of interdiction
efforts regarding cargoes of WMDs, their delivery systems or related ma-
terials to the extent that national legal authorities permit and consistent
with obligations under international law and frameworks.
At the level of decision-making procedures, key decisions regarding

the PSI are taken at diplomatic conferences of participating states, and
through coordination among participants as required. The initiative itself
does not have a built-in decision-making mechanism, nor is there a built-
in dispute-settlement mechanism. The PSI is an ad hoc arrangement,
without a secretariat or a budget, designed to maximize the room for in-
dividual manoeuvre.

Regime membership and scope

Initially consisting of 11 members (the United States, Australia, France,
Germany, Italy, Japan, the Netherlands, Poland, Portugal, Spain and the
United Kingdom), the PSI has since been joined by Canada, Norway,
Russia, Singapore, Argentina, Iraq, Georgia and Croatia, and has the

Table 10.1 Principles, norms, rules and decision-making procedures of the PSI

Principles (beliefs of fact and
causation)

WMD proliferation is a threat to international
security

Norms (standards of
behaviour for regime
participants)

The proliferation of WMDs is a threat to
international security, therefore participating
states will halt WMD proliferation through
interdiction, based upon proactive and
voluntary actions in line with the interdiction
principles

Deter proliferation activities of targeted states
and entities

Deny targeted states and entities means to
acquire WMDs

Rules (specific actions to
attain regime norms)

Interdiction principles 1–4, but designed in such
a way as to allow for voluntary decisions

Decision-making procedure Diplomatic conferences and ad hoc
coordination; no built-in decision-making or
dispute-settlement mechanisms
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support of over 60 states. As the chairman of the PSI meeting in Lisbon
in March 2004 stated, the PSI relies on ‘‘the widest possible co-operation
between states from different parts of the world’’.16

In Asia, however, where proliferation concerns are particularly seri-
ous, the PSI has only three members: Australia, Japan and Singapore.
America’s most important partners in Asia in conducting PSI operations
are Australia and, to a lesser degree, Japan.

Australia, one of the closest allies of the Bush administration, has been
a key member of the PSI since its inception. Australia’s support is based
upon the judgement that an informal and practical arrangement like the
PSI is necessary to stop WMD proliferation.17 Australia has hosted two
PSI meetings, as well as the PSI’s first interdiction exercise in October
2003.

Japan has also been a major player, albeit with some reservations.
Under strong US pressure, Japan changed its policy concerning the treat-
ment of North Korean ferries coming into Japanese ports in June 2003,
so that all incoming North Korean vessels would be investigated.18 Japan
also hosted a PSI exercise in Sagami Bay in October 2004, in which the
Japanese coastguard participated in a basic maritime interdiction opera-
tion, while the Japanese Maritime Self-Defence Force was assigned a role
as information provider.19

The PSI’s limits

Despite its highly voluntary nature, the PSI is not a weak regime. Al-
though the initiative only ‘‘advocates’’ certain actions, without creating
‘‘obligations’’, political pressure from Washington creates strong expec-
tations for members and supporters to take proactive measures to imple-
ment the initiative.

Nonetheless, the PSI does pose some legal and political difficulties,
which may limit its effectiveness (at least in the short term). It contains
some legal ambiguities, and if the initiative is to be implemented with vig-
our, these actions might stretch, if not break, existing international law.

But the PSI’s most notable limitation is political. For it to be effective,
the participation of China and South Korea is critical. In this context, it is
important to realize that these key states are not part of the PSI because
they are cautious of the political messages that it actually sends. This sus-
picion stems, to an extent, from the initiative’s legal ambiguities, but
more so from its partisan stance and its nature as a US-led ‘‘coalition’’
activity. In fact, the PSI is what some call ‘‘Cuba-lite’’:20 a de facto quar-
antine against North Korea. Although the US administration and other
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PSI participants stress that the PSI targets non-proliferation in gen-
eral, in fact the regime has target states (in Asia, it is North Korea) and
entities, which makes it resemble a specific non-proliferation regime.

Legal ambiguities

The United States and the member governments claim that the PSI is im-
plemented within the scope of existing international law. Although com-
prehensive analyses of legal dimensions of the initiative should be sought
elsewhere,21 it is nonetheless imperative to state here that a vigorous im-
plementation of the PSI may challenge existing international law. This is
quite natural, as PSI coalition activity aims at filling existing gaps in inter-
national law that permit the spread of WMDs.
Under international law, in general, the closer a foreign vessel is to a

sovereign state’s territories, the more power the state has over that ves-
sel.22 Although international law guarantees the right of ‘‘innocent pas-
sage’’, the UN Convention on the Law of the Sea (UNCLOS) allows a
state to ‘‘take the necessary steps in its territorial sea to prevent passage
which is not innocent’’ (Article 25(1)). Although the list of specific non-
innocent acts in UNCLOS (Article 19) does not mention WMD compo-
nents or missiles, states could respond (and have responded) by changing
domestic legislation to criminalize WMD proliferation or to strengthen
existing legislation.23 UNCLOS guarantees the security of coastal states,
while guaranteeing the right of passage through straits and sea-lanes (Ar-
ticle 39(1b)).
Nonetheless, the PSI will encounter serious problems if its members

take up the more ambitious goal of actually interdicting vessels on the
high seas. Freedom of navigation on the high seas is a fundamental right
of states, and has been guaranteed under international law for several
centuries. Only three exceptions to this general rule exist: when a vessel
is suspected of engaging in piracy, slave trading or illegal broadcasting.
Additionally, a vessel can be stopped if it is stateless, or if the country
under whose flag the ship is sailing gives its permission. No law exists
that allows states to interdict vessels suspected of carrying arms, includ-
ing WMDs, on the high seas.
Thus a serious gap exists in the PSI, as an effective PSI action on the

high seas would probably be unjustified under international law. In the
context of East Asia, suspect vessels are most likely to be sailing under
a North Korean flag or flags of other non-PSI states, thus precluding state
jurisdictions.24 It is generally feared that interdiction on the high seas,
whether under the PSI or not, would undermine the long-established
freedom of navigation, thereby undermining UNCLOS.
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A further problem might be that the PSI does not grant any authority
for member states to intercept airborne cargo and shipments travelling
through another state’s land territory – territory that is inviolable as a
matter of state sovereignty.25 In this context, the non-participation of
China in the PSI is a serious hindrance for effective PSI operations.

Another problem concerns the legal trade of WMDs and their delivery
systems.26 States not party to the NPT or the Missile Technology Control
Regime (MTCR) – such as North Korea – are not legally prevented from
shipping nuclear materials or missiles to each other. In addition, the NPT,
the Chemical Weapons Convention (CWC) and the Biological and Toxic
Weapons Convention (BTWC) expressly allow signatories to possess and
trade in dual-use materials (North Korea is a signatory to the BTWC).
The definition of chemical, biological and nuclear weapons and ‘‘related
materials’’ is not at all clear, adding to the complication.27

A related problem is that of double standards in the application of the
PSI principles. While it is true that North Korea is the centre of a major
proliferation concern, it is likewise the case that the United States and its
allies, such as France, Italy and Israel, are all exporters of missiles and
weapons. China and Russia are also major weapons traders. Here, the
United States and PSI coalition partners might be accused of double
standards if they are to interrupt North Korean weapons trade, which is
equally protected under international law, while leaving aside the weap-
ons trade of their allies.28 The implied discrimination in applying PSI
principles creates grounds for a legal challenge.

The Bush administration has sought other legal bases to justify PSI in-
terdictions where they are problematic, but none of these legal bases
seems sufficiently clear. The United States has sought to justify its actions
under the PSI by invoking the right of self-defence. But self-defence may
be invoked only if it can be demonstrated that there is the ‘‘necessity of
self-defense, instant, overwhelming, leaving no choice of means, and no
moment for deliberation’’,29 which then opens up possibilities for the
use of force that is reasonable and proportionate to the threat. However,
it is not clear how far the anticipation of threats may justify forcible and
pre-emptive action, as a PSI action would imply; this is a matter of in-
tense debate.

It has also been suggested that where terrorist activities are suspected,
interception of WMD transfers at sea might be considered consistent
with UNSCR 1540, which deals with proliferation by non-state actors, or
with other UNSC resolutions that condemn terrorism.30 However, any
WMD interdiction by states without explicit UNSC authorization would
still be highly controversial. Other suggested legal justifications – such
as a possible UN General Assembly resolution, additional treaties or
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amendments to existing international law – would all likewise prove
inadequate as bases to justify interdictions in international waters and
airspace.31
To bridge the most serious gap – the lack of jurisdiction to interdict

shipments on the high seas (except in the exceptional circumstances pre-
viously mentioned) – agreements could be reached whereby flag states
waive their exclusive jurisdiction over their ships. To date, Liberia, Pan-
ama and the Marshal Islands have waived the right through bilateral
agreements with the United States. According to one account, the bilat-
eral agreement with Liberia increases the percentage of vessels accessible
to consent boarding by PSI nations to over 18 per cent, from just 12 per
cent initially.32
In general, as is already clear, if the PSI is to be effective it would have

to operate in the area where it is legally ambiguous. Thus, as Valencia
has argued, the PSI ‘‘certainly tests the limits of international law and
may eventually exceed them’’.33 It may also potentially harm the estab-
lished UNCLOS regime. The PSI is further plagued by a lack of clarity
and double standards in the application of its principles.

Political connotations: Quarantine against North Korea?

Nevertheless, the major hindrance to effective implementation of the PSI
is probably political. As has been indicated in the above analysis, the most
tenuous gap in PSI implementation comes from the non-participation of
South Korea and China, both major trading partners of North Korea.
South Korean and Chinese reservations about the PSI are not surprising.
They list the legal ambiguities of the initiative as a formal reason, but the
real reasons are more likely to be political. Aware of the political context
in which the PSI, including its hard-nosed military interdiction exercises,
is implemented, these countries are apprehensive that the initiative might
elicit unwanted and unfavourable reaction from North Korea, especially
in the ongoing Six-Party Talks whose primary purpose is to induce North
Korea to give up its nuclear weapons programme.
Certainly the PSI, unless carried out with extra care, would entail some

political ambiguities. It is not entirely clear, first of all, whether the PSI
is a general non-proliferation regime or a country- or actor-specific non-
proliferation regime. Its stated purpose is to prevent the spread of
WMDs generally. Nonetheless, there have been indications that there is
indeed a particular concern for certain states and entities, in that the PSI
may affect some states and entities more than others, while leaving aside
the weapons trade of the United States and its allies. Overall, the PSI
looks like a highly strategic endeavour: it addresses states and non-state
entities ‘‘of concern’’, meaning in effect North Korea, Iran and, initially,
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Libya, as well as terrorist networks including Al Qaeda. While Libya has
since abandoned its nuclear programme as a result of a successful inter-
diction in the context of the PSI, the other two states are the countries
pinpointed by the Bush administration as being part of the ‘‘axis of evil’’
(together with Iraq under Saddam).

In fact, both US State Department and Pentagon officials have made
remarks that North Korea might get more signals and warnings from the
initiative, although PSI participants are eager to argue the case that it is
targeting proliferation per se, not specific countries.34 Former US Under-
secretary of State for Arms Control and International Security John
Bolton, the architect of the initiative, stated that the PSI is not targeting
the trade of countries such as India, Israel and Pakistan35 – countries
already in possession of WMDs and perceived as US allies or friends.

Although Bolton indicated that North Korea is not the only target of
the United States and other countries participating in the initiative, it is
clear that it is one of the main targets. On more than a few occasions,
North Korean ships have been intercepted. On 8 August 2003 the Ge
Gaehung, a North Korean cargo vessel, was intercepted and detained at
Kaohsiung Harbour in Taiwan, following a US intelligence notification to
the Taiwan authorities that the vessel was carrying missile-related mate-
rials.36 The ship was ordered to unload some 158 barrels of phosphorus
pentasulphide, which were later confiscated by the authorities. In April
2003 the French government intercepted a French-flagged ship and
forced it to unload cargo in Egypt; it was discovered that the cargo
contained 22 tonnes of aluminium tubes, originating in Hamburg and
believed to be destined for North Korea through China, and it was sus-
pected that the tubes were for use in Pyongyang’s highly enriched ura-
nium programme.37 Also in April 2003, Australia interdicted the North
Korean vessel Pong Su and seized 50 kg of heroin, allegedly intended to
finance WMD production. The stance of Japan, although certainly not
enthusiastic, is increasingly proactive. Under its new policy adopted in
June 2003, Japanese authorities conducted checks for customs and immi-
gration violations, infectious diseases and safety violations on the Man
Gyong Bong, a North Korean vessel, in the port of Niigata. North Korea
responded by cancelling all ferry travel between the two countries.38 Jap-
anese authorities then detained the Namsan 3, a 298-tonne freighter, at
Maizuru, and the Daehungrason-2 at Otaru. In August 2003 Japanese au-
thorities detained the North Korean Mangyongbong-92 at Niigata, charg-
ing it with five safety violations. The US Congress had identified this
vessel as having been involved in smuggling some 80 per cent of the parts
used in Pyongyang’s missile programmes.39

Indeed, the Bush administration has sought, through the PSI, to per-
suade or pressure North Korea to follow the path chosen by Libya, which
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abandoned its WMD ambitions in December 2003 after successful inter-
diction of cargo that included nuclear materials. US officials cite the
Libyan model as one they hope that Iran and North Korea will follow.40
The PSI, as a result, is somewhat more discriminatory in connotation
than its general statement might seem to suggest.
The PSI’s implicit focus on discriminatory action, conducted in a pro-

active or pre-emptive manner, might be perceived by some as another
indication that US policy is increasingly turning away from multilateral
(although, according to the Bush administration, the PSI is ‘‘multilat-
eral’’) non-proliferation to ad hoc counter-proliferation schemes, much
in continuation of the trend started earlier in the 1990s. Andréani notes
that US policy since the 1990s gradually shifted from international con-
sensus building, such as treaty making and verification, to punitive and
defensive options, including military means designed to counter prolifer-
ation once it has occurred.41
The PSI may be seen to be in line with these trends. It is both assertive

and proactive, and innovatively combines military and law-enforcement
measures. If implemented vigorously, it does stretch international law,
as reviewed above, and there is no UNSC resolution that specifically au-
thorizes certain actions endorsed in the PSI. This coalition-based scheme
may reflect neo-conservative scepticism of multilateral arrangements.
Perhaps the largest difficulty for states in the region is the lack of clar-

ity in the political message the PSI sends. As Cotton has observed, the
objective of the PSI has been described in a number of ways.42 While
it has been termed a global initiative to prevent the spread of WMDs,
the initiative is probably more a part of a broader attempt by the Bush
administration to induce change in the behaviour of the North Korean
regime towards achieving full nuclear disarmament of that country. Fur-
ther, the initiative may even be seen as constituting an integral part of the
perceived attempt by the Bush administration to induce regime change in
North Korea. Of course, policies that are (or seem to be) directed at re-
gime change may not produce changes in behaviour.43 Here the PSI has
provoked a vehement reaction from the North Korean regime, which
proclaimed that it is an ‘‘international blockade strategy’’, a ‘‘wanton
violation’’ of its sovereignty and a ‘‘prelude to nuclear war’’.44
Given these ambiguities in the political message sent by the PSI, it is

clear that key players in Northeast Asia are cautious, which significantly
weakens the effectiveness of the initiative in the region. The lack of
North Korean participation broadens the gap further, of course, as the
PSI participants are not empowered to interdict North Korean-flagged
ships on the high seas. Chinese non-participation also widens the gap, al-
though China has reportedly been increasingly collaborative, without for-
mally endorsing the PSI principles, to interdict shipments inside its own
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ports. The Chinese government has enacted various domestic laws to im-
plement UNSCR 1540 (2004), to allow its port authorities to investigate
certain cargoes. The non-participation of South Korea, whose trade with
North Korea has been growing, especially since 2002, is also a significant
factor. A further indication of South Korean and Chinese reservations
towards the PSI was their refusal to join (even as observers) the PSI
exercise in Sagami Bay in October 2004, in which the United States,
Japan, Australia and France participated.45

Japan, while a participant in the PSI, has also been cautious. Japan was
careful not to let the PSI interdiction exercise look like a military exer-
cise, particularly one directed at North Korea, and has preferred to pre-
sent it as an export control measure. The Ministry of Foreign Affairs
(which is reportedly reluctant to participate in the PSI, seeing it as legally
dubious) prefers the coastguard to take the initiative, rather than the
Maritime Self-Defence Force. One reason behind such caution, in addi-
tion to sensitivity to constitutional pacifism, is reluctance to provoke
North Korea. In fact, in the PSI exercise that took place in Sagami Bay
in October 2004, in which Japan took leadership, the Japan coastguard
was the lead participating agency and the exercise involved a hypotheti-
cal situation in which a Japanese vessel was conducting illicit trade (this
role was played by a US ship). Nonetheless, the exercise was criticized by
North Korea as a ‘‘provocation’’.46

Overall, there needs to be some caution in handling the PSI opera-
tions, particularly in the light of political dealings with North Korea. The
initiative’s concrete results will have to be weighed against the unwanted
political backlash, i.e. the possibility that the initiative itself might aug-
ment existing political tensions and arouse sensitivities in the region.

Towards a more multilateral endeavour: The PSI as an
‘‘outside-in’’ institution?

These difficulties notwithstanding, it is nonetheless clear that WMD pro-
liferation is a serious concern and needs to be tackled very urgently. A
strategy to persuade China and South Korea to participate in the regime
is definitely needed if it is to be effective. Indeed, Valencia suggests that
as the PSI remains a US-initiated and US-driven activity, the resulting
secrecy and the difficulty of evaluating the effectiveness and legitimacy
of the initiative prevent garnering support from countries suspicious of
the United States.47

If this is the case (and the analysis above seems to support this view),
then the PSI needs to be transformed from a largely US-led coalition
activity to a more multilateral, global initiative, with transparent rules
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and procedures. Only then will the initiative be able to expand its mem-
bership in the Asian region, and particularly in Northeast Asia. The
above analysis also suggests that, given the political divisions in North-
east Asia, internal institutionalization of the PSI non-proliferation regime
will be very difficult.
It is in this context that former UN Secretary-General Kofi Annan’s

endorsement of the initiative may be of some value. He endorsed the
PSI in recent speeches, as well as in his UN reform document, ‘‘In Larger
Freedom’’,48 citing it as a voluntary and necessary effort to prevent
WMD proliferation, which would be a helpful measure to enhance the
UN’s strategy to fight and prevent terrorism.49 In his reform document,
he welcomed the PSI as a supplementary measure to the NPT-based
non-proliferation regime.
Indeed, if the PSI came to be (or at least came to be seen as) a more

multilateral endeavour, embraced by the United Nations, this would help
the initiative gain support in the region. In fact China, while cautious
of US-led unilateral, military-focused approaches to non-proliferation,
seems keen to collaborate with other nations to tackle regional WMD
proliferation.50 It would be all the better for the initiative to gain some
concrete UN backing, as Valencia has suggested. The United Nations
could support the PSI through, for instance, the provision of neutral and
impartial diplomatic support, and even institutional support, including
coordination, intelligence cooperation and budget management.51 Mak-
ing the PSI a UN-sanctioned scheme would reduce the perception of it
as being a highly ad hoc, arbitrary, US-driven venture.
In addition, the PSI may need to build on broader region-wide initia-

tives to coordinate proliferation security, such as the Japan-led Asian Ex-
port Control Initiative, which seeks to involve China and other Northeast
Asian states.52 Such an approach may help overcome political sensitiv-
ities and scepticism, and help create a regional consensus on the need to
tackle collectively issues of non-proliferation – thereby contributing to in-
creased support for, and effectiveness of, the PSI over the long term.

Conclusion

The above analysis supports the view that the PSI, while potentially very
helpful, needs more time to be genuinely effective.53 Short of genuine
efforts to coordinate aspects of legitimacy, multilateralism and partici-
pation, the PSI will continue to be of limited effectiveness and even be a
potentially destabilizing element in the Northeast Asian region. The in-
stitutional perspective – i.e. the potential of the PSI to spread into some
sort of a regional non-proliferation regime, as an extension of a global in-
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stitution (as Yamamoto’s theory would indicate) – might offer a viable
policy option.
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Institutional linkages and security
governance: Security multilateralism
in the Korean peninsula

Tsutomu Kikuchi

Introduction

This chapter analyses the institutional developments in the Korean pen-
insula to sustain peace and stability. In response to the overarching ques-
tion of this volume, of whether regionalization1 in Northeast Asia is
possible, it analyses the particular example of security multilateralism on
the Korean peninsula, in particular interplay between institutions (bilat-
eral, subregional, regional and global) on Korean affairs, including the
nuclear crisis provoked by North Korea (Democratic People’s Republic
of Korea, DPRK).
We usually assume that a single multilateral security institution could

address a variety of security-related issues. The arguments in this
chapter, however, are based upon a different conception of security
multilateralism. It is argued that linking institutions (whether bilateral,
multilateral, regional or global) is critical for developing security multi-
lateralism, rather than establishing a single multilateral institution.
Mutually coordinated or interlinked institutions create de facto security
multilateralism.
There are several reasons for this argument. First, there are various

security issues to be addressed in the Korean peninsula – issues that are
closely connected with each other. A piecemeal approach is not effective.
The nuclear issue, for example, cannot be dealt with in isolation from the
larger security issue of the Korean peninsula itself.
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Second, each issue needs a different composition of participating
countries and different commitments from each. A single multilateral
institution cannot address all of these issues: some division of labour
among different institutions is necessary.

Third, because of this multiple nature of Northeast Asian security, we
will have a variety of institutions to address security issues, such as bilat-
eral institutions between the United States and the DPRK or between
North and South Korea. We may have a trilateral institution addressing
military confidence building among the United States, South Korea
and North Korea, or a quadrilateral institution among North and South
Korea, the United States and China that deals with the transition from
the armistice to peace regimes.

Fourth, because of the need for a comprehensive approach, an issue of
critical importance for the overall regional security structure is to pro-
duce synergistic effects by linking institutions effectively.

Fifth, well-coordinated and mutually connected institutional relation-
ships will form de facto security multilateralism in the Korean peninsula.

Sixth, institutional linkage is the key when we talk about security multi-
lateralism. A certain type of institutional linkage is conducive to secu-
rity and order. Depending on the type of linkage, we can expect either
positive or negative effects on the operation of the respective institutions.
De facto multilateral security coordination could be achieved by ade-
quately linking a variety of institutions.

Seventh, although most security-related issues in the region will be ad-
dressed by different groups of countries, we need some comprehensive
multilateral forum or umbrella framework where institutional relations
could be coordinated to enhance an overall security structure. Given
that resolving pressing security concerns such as the North Korean nu-
clear issue will take a long time and that various institutions will have to
be coordinated during this period, a common umbrella institution is vital
to achieve the final goal (a nuclear-free Korean peninsula).

There are already a variety of institutions on the Korean peninsula that
would address security issues, such as the 1992 Basic Agreement and the
Agreement on Non-Nuclearization between South Korea and North
Korea, the agreed framework between the United States and the DPRK
and the bilateral institution between Japan and the DPRK underlined by
the 2002 Pyongyang Declaration. However, these institutions have not
functioned well. Even when agreements were concluded, serious difficul-
ties in implementing them quickly arose. A major concern for Northeast
Asian regional order is therefore not the lack of multilateral security in-
stitutions, but the lack of coordination, synergy and linkage between the
existing institutions.
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The Six-Party Talks, established to resolve the North Korean nuclear
issue, could play an important role in institutional coordination. They
are important in coordinating a variety of institutions that will be devel-
oped to address different security-related issues among different groups
of countries. The Six-Party Talks thus provide an excellent laboratory to
discuss the possibility of successfully creating a multilateral security
framework in the region. In the author’s view, the success of the Six-
Party Talks depends to a large extent on whether we can successfully
link and coordinate various institutions with each other, and then amal-
gamate them into de facto multilateralism.
How can we assess the Six-Party Talks under way to address the North

Korean nuclear crisis from the viewpoint of these arguments on institu-
tional linkages?
The joint statement of the fourth round of the Six-Party Talks, in Sep-

tember 2005, suggests how institutional relations are crucial and clearly
demonstrates that a comprehensive approach is critical to resolve the nu-
clear impasse. It refers not only to North Korea’s pledge to dismantle its
nuclear weapons and existing nuclear programmes. Almost all security is-
sues on the Korean peninsula will have to be addressed to resolve the nu-
clear crisis. It is therefore almost certain that resolving the North Korean
nuclear issue will be a long process. If the joint statement is implemented,
various institutions with different memberships will be created in this
long process, and existing institutions like the four-party talks, aborted
in the late 1990s, will need to be revitalized.
The role of the Six-Party Talks will be to act as a loosely organized

multilateral umbrella forum under which the existing and newly estab-
lished institutions are mutually coordinated. Under such an umbrella,
decoupled institutions must be amalgamated into an integrated institu-
tional package. This will be especially important, as individual institutions
in Northeast Asia are generally weak in their respective institutional
shapes, and thus vulnerable to the changes of policies and attitudes of
the parties concerned. Therefore, institutions will need some supporting
mechanisms for the implementation of the agreements. By linking institu-
tions we can strengthen them, and also the implementation process.
Thus there exists a possibility for Northeast Asia to develop multilay-

ered, interlinked institutional security mechanisms based on both existing
and newly established institutions. Mutually reinforcing relations be-
tween various institutions could be established through institutional link-
ages, even if individual institutions are still weak in their respective
institutional shapes and limited in their scope.
In support of these arguments, this chapter will first explore the chang-

ing relations among the countries that could facilitate institutional link-
ages. The second part presents a theoretical framework that introduces

206 KIKUCHI



four types of institutional linkage. They serve as a frame of reference for
subsequent analyses of institutional linkages in Korean affairs and their
effectiveness in creating regional order. Based on this analysis, the chap-
ter finally discusses the prospective future of the Six-Party Talks.

Political environments facilitating institutional linkages

Change in the major powers’ relationships

In Northeast Asia the competitive security system that dominated the re-
gion during the Cold War era has almost disappeared. Today no persis-
tent divisions exist, although balancing behaviours to enhance power
and interest are seen among major powers. In spite of their differences
over a desirable regional order, a de facto concert of powers is possible
on an ad hoc basis.

A surge of bilateralism

Since the end of the Cold War, the major powers have engaged in rede-
fining their respective relations. They have mostly enhanced their bilat-
eral relations, although there remain a variety of tensions. They have
been quite careful not to create a concern on the part of third-party coun-
tries that their enhanced bilateralism was targeting third parties. In spite
of some (soft) balancing behaviour of two countries against a third coun-
try, enhanced bilateral relations these days are not necessarily intended
to ‘‘confront’’ a third country, with the result that the development of
complex non-hostile bilateral relationships has contributed to putting
mutual constraints on state behaviours.

A shared interest in regional stability

The interests of the major powers are relatively compatible: a shared in-
terest in stability. Diplomatic accommodation seems much more likely
than confrontation in the Korean peninsula. Being concerned with stabil-
ity, everybody prefers the status quo over dramatic changes – but would
also prefer a peaceful and orderly change towards a new status quo if
manageable and acceptable to all.

Of particular importance is China’s changing attitude. China desper-
ately needs stability on the peninsula to maintain a peaceful environment
for economic growth and its own domestic stability. Although the sur-
vival of the North Korean regime is China’s first priority, self-interest
pushes China to constrain North Korea’s provocative behaviour, as
exemplified by nuclear development and missile launches.2 Because of
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the uncertainty of the consequences of a Korean unification, China has,
for the time being, adopted the preservation of the status quo as the guid-
ing principle of its Korean policy.3

Economics and security options

Enhanced economic interactions with the international community have
greatly affected foreign and defence policy preferences. With the opening
of its economy to international economic transactions, China today has a
huge interest in the stability of global and regional systems. With South
Korea’s further opening of its economy, it has become more difficult for
its government to take a ‘‘confrontational’’ policy towards the North.
Rising tensions on the peninsula would have an adverse impact on the
South Korean economy. Moreover, the South Korean stock market is
supported by many foreign investors. Maintaining peace is therefore vital
for South Korea to maintain its economic prosperity.

Institution building

Since the end of the Cold War bilateral institutions, even if with a weak
structure, have played an increasingly important role in ‘‘clarifying the
environment’’. States operating under conditions of uncertainty do not
automatically reach for neo-realist tools, such as unilateral self-help strat-
egies. Status quo states often want to clarify their environment first
through the creation of institutions,4 such as between South and North
Korea, the United States and North Korea, North Korea and Japan, and
South Korea and China. But also global institutions such as the United
Nations, the International Monetary Fund (IMF), the Global Agreement
on Tariffs and Trade (GATT)/World Trade Organization (WTO) and
the Nuclear Nonproliferation Treaty (NPT)/International Atomic Energy
Agency (IAEA) have expanded to include Northeast Asian nations.

Institutional linkages: A theoretical aspect

With the pace of recent growth and the multiplicity of bilateral relations
among the countries of the region, as well as the extension of global and
regional institutions, institutional relations have become more complex.
Institutions do not act alone and in isolation; in a world involving

the operation of many distinct institutions at the same time, there are
various linkages among institutions that are differentiable from one
another but affect each other.5 Institutions impinge on one another in
a variety of ways: overlapping with, conflicting with or reinforcing insti-
tutional goals and operation. These interactions affect institutional per-
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formance and effectiveness. Institutional conflicts may have negative
unanticipated consequences for other institutions: one institution can
inadvertently or deliberately block or interfere with the operation of
another.

When actors choose to create new institutions, they must decide on the
specific characteristics of those institutions.6 Defining the characteristics
of the institutions often causes a lot of dispute, given differences of state
preferences and capabilities. In the Korean peninsula, existing trans-
regional (mostly global) institutions have served as the supportive insti-
tutions in forging new regional institutions.7 Global institutions such as
the NPT/IAEA have provided Northeast Asia with appropriate ‘‘focal
points’’ around which the expectations of Asian countries are converged.

Oran Young describes four types of institutional linkage: embedded,
nested, clustered and overlapping relationships.8

Embedded institutions are those that are deeply embedded in over-
arching institutional arrangements. For example, negotiations between
states are usually embedded in international laws under which respect
for sovereignty and sovereign equality is observed.

Nested relations are described by Young as institutional linkages in
which specific arrangements are folded into broader institutional frame-
works that deal with the same general issue area. One example is the
nesting of regional preferential trading agreements into GATT, in order
to avoid negative trade effects of regional preferential arrangements on
the global multilateral free trading system.

Institutional clustering occurs when those engaged in the formation or
operation of different institutions find it attractive to combine several of
these arrangements into a single institutional package, for instance to
achieve some division of labour.

Finally, overlapping institutional relations are those in which individual
institutions that were formed for different purposes, and largely without
reference to one another, intersect on a de facto basis and influence each
other substantially. Trade and environment institutions are among the
most commonly recognized overlapping institutions.

How one institution is linked with other institutions has been a matter
of serious political contention between the countries concerned.9

Institutional linkages over Korean affairs

Embedded institutional relationships

In US-DPRK relations, the fundamental problem was that neither side
recognized the other as a legitimate political entity. Therefore, usual
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practices, principles and norms regulating inter-state relations underlined
by modern international laws have not yet been fully applied to the bilat-
eral relations, in spite of dialogues started between the two governments.
The ambiguous attitude of the United States towards North Korea’s le-

gitimacy as a sovereign state, its unwillingness to talk with North Korea
bilaterally, the US president’s naming of North Korea as a part of the
‘‘axis of evil’’ and the new US military doctrine of preventive strikes
seem to have caused deep suspicion and concern in North Korea. For
the DPRK, recognition by the United States of its legitimacy as a sover-
eign state was highly important for the survival of its regime.
Recently, the US position has changed in this regard. Prior to the

fourth round of the Six-Party Talks, US Secretary of State Rice acknowl-
edged that North Korea is a sovereign state under the UN Charter.
This was a response to North Korea’s request for public recognition by
the United States, and was subsequently reconfirmed by the direct US-
North Korea negotiation that took place as part of the Six-Party process
in Beijing.10
In this regard, it is to be noted that article 2 of the joint statement of

the fourth round of the Six-Party Talks specifically refers to the basic
principles and norms of international society to be observed by both the
United States and North Korea, such as ‘‘respect for each other’s sover-
eignty’’ and ‘‘peaceful coexistence’’, as well as observing the general
norms and principles of the UN Charter and international laws.11 North
Korea’s relations with the United States are thus now embedded in
universally endorsed global institutions.

Global and regional nesting of North Korea’s nuclear issue:
The agreed framework, KEDO and the NPT

In order to resolve the North Korean nuclear crisis, both global and re-
gional factors had to be addressed simultaneously. First, the crisis posed
a serious challenge to the global non-proliferation regime. North Korea
had to be brought back into the NPT immediately, and obliged to comply
with the global non-proliferation rules (IAEA safeguards).
Second, and simultaneously, resolution of the crisis needed some local

(region-specific) arrangement to supplement the global institution. Gen-
erally speaking, the paths and dynamics of nuclear proliferation are not
uniform around the world; the causes of proliferation are closely con-
nected with the particular conflict and political relations of the respective
region. Therefore, a global approach has not necessarily succeeded when
applied to specific regions.12 A regional approach to non-proliferation
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provides the flexibility to adapt to specific local conditions and regional
requirements.

North Korea’s nuclear issue has been and is closely connected with
local and region-specific issues, which were not fully addressed by global
institutions. The NPT/IAEA, for instance, deal with specific issue areas
(non-proliferation) and do not have any mandate to deal with other
issues (such as the normalization of bilateral relations): these go beyond
their mandate and must be addressed on a regional (local) level.

Third, although the NPT plays an important role in providing basic
norms and rules to resolve the crisis, it lacks policy instruments to
respond actively. For example, when North Korea demanded some
‘‘compensation’’ in exchange for abandonment of its nuclear weapons
programme, the NPT could not offer any ‘‘special treatment’’ to the
DPRK, even if it were willing to do so. Thus addressing North Korea’s
nuclear challenges needs local mechanisms as well as global ones, and
due attention must be paid to their interrelations.

Finally, the first nuclear crisis was diffused with the conclusion of the
US-DPRK agreed framework in September 1994. Under the framework,
North Korea promised to freeze and eventually dismantle its graphite-
moderated nuclear reactors and related facilities. It also affirmed its
NPT membership status, committed itself to come into compliance with
its IAEA safeguards agreement at a later stage, agreed to implement
the 1992 North-South Denuclearization Agreement and agreed to work
with the United States to store and dispose of the spent fuel from its 5
MW reactor in a safe manner.13 In exchange, the United States agreed
to lead an international consortium to oversee and finance the construc-
tion of two light-water-type nuclear power reactors (LWRs), to ‘‘com-
pensate’’ the DPRK for energy forgone by providing heavy fuel oil
annually until the completion of the first LWR and to take steps to re-
duce economic and financial restrictions on North Korea. The Korean
Peninsula Energy Development Organization (KEDO) was established
in 1995 to implement key parts of the agreed framework: to build two
LWRs and deliver heavy fuel oil to the DPRK.14

With respect to institutional linkage, the agreed framework and
KEDO have unique multilateral institutional characters. The agreed
framework that provided the foundation for KEDO served as an instru-
ment for the DPRK to be continually embedded in the global NPT/
IAEA regime.15 North Korea had officially announced its withdrawal
from the NPT, so legally speaking it was free from any obligations under
the treaty. North Korea also withdrew from the IAEA in June 1994; thus
the obligations and rules of the NPT/IAEA were not applicable to it any
more. This caused serious damage to the global non-proliferation regime,
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especially given the fact that the NPT review conference was scheduled
to be held in the following year.
In this situation, the agreed framework served as an instrument to

force North Korea to remain within the global non-proliferation regime,
even if temporarily and on an ad hoc basis. Furthermore, although North
Korea had withdrawn from the IAEA, the framework made it possible
for the IAEA to inspect North Korea’s nuclear facilities: inspectors could
obtain access to North Korea’s nuclear facilities not as part of the North
Korea-IAEA safeguard agreement but as part of implementing the
agreed framework. Thus the agreed framework played an important role
in enabling the DPRK to be embedded into global non-proliferation re-
gimes by nesting itself into the global institution.
KEDO is a multilateral institution that emerged from the US-North

Korea bilateral agreement; its membership then expanded to include
other core countries and organizations, such as South Korea, Japan, the
European Union and other countries concerned about security in North-
east Asia. Within the KEDO framework, coordination among the inter-
ested parties has developed and various bilateral relations facilitate its
operation.
KEDO was a unique institution in terms of strengthening the global

non-proliferation regime on a local (regional) level. The NPT/IAEA are
primary global institutions to prevent the spread of weapons of mass de-
struction. KEDO and the underlying agreed framework were nested into
the global NPT regime; in this regard, the agreed framework and KEDO/
NPT/IAEA serve as local supporting and complementary mechanisms to
make the NPT work in the specific region.
The NPT/IAEA could not respond alone to the nuclear crisis caused by

North Korea. One reason for this was that the NPT/IAEA did not have
any policy instrument to solve the nexus of security (non-proliferation)
and economics (economic incentives). The NPT/IAEA do not assume
that there will be ‘‘compensation’’ for the destruction of nuclear-
weapons-related facilities; the North Korean case demonstrated the
need for such bargaining levers. The agreed framework and KEDO
made this bargain possible at the regional level, thereby contributing to
strengthening the global NPT regime.
Institutions at higher levels (the NPT) were used to mediate conflicts

and often served to reinforce local institution building (KEDO). The
NPT provided a multilateral context for the agreed framework and
KEDO. The agreed framework and KEDO are also nested into a
global non-proliferation regime that plays by the rules of international
society and adds rules and norms of its own. Through institutional link-
age with the global institutions, North Korea’s compliance with the
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agreed framework/KEDO was also linked with the NPT/IAEA and the
United Nations, as well as bilateral relations with countries such as
the United States, South Korea, Japan and the EU countries.

By linking with the 1992 North-South Joint Declaration on the Denu-
clearization of the Korean Peninsula, the agreed framework contributed
to putting additional constraints on North Korea’s nuclear development
programme. The North-South joint declaration prohibits both Koreas
from possessing uranium enrichment and nuclear reprocessing facilities.
In the agreed framework, the DPRK made a commitment to engage in
North-South dialogue. This commitment was so central that the United
States would not have concluded the framework without it; North-South
dialogue is an essential aspect of the agreed framework and a prerequi-
site for its full implementation.

Overlapping institutional relationships over the DPRK’s nuclear
development programmes

We have also been witnessing overlapping institutional relations in the
response to the North Korean nuclear crisis. Various institutions have
been developed to address this issue in the past decades, institutions
that in some cases contradicted each other and caused some disputes. In
other cases, though, institutional linkages created synergistic effects, and
therefore contributed to enhancing the effectiveness of non-proliferation
activities.

We can see a positive effect of overlapping institutional relations con-
cerning the DPRK’s nuclear development programme. These overlapping
institutions served to enhance the non-proliferation regime at a local
level by establishing a more restrictive regime on the Korean peninsula.

North Korea signed the NPT in 1985, and entered a safeguard agree-
ment with the IAEA in January 1992. Under the NPT, North Korea is
given an ‘‘inalienable right’’ to use nuclear energy for peaceful purposes.
So, in principle, North Korea was eligible to develop nuclear reprocess-
ing facilities that could produce weapons-grade plutonium and highly en-
riched uranium facilities – another way to produce nuclear weapons.

In terms of the NPT rules and IAEA safeguards, there was a serious
problem with the credibility of the non-proliferation commitment. Global
institutions such as the NPT do not make judgements about the credibil-
ity of a state’s non-proliferation commitment. In reality, the credibility
of this commitment differs widely. Here, again, we face the challenge
of how to construct region-specific non-proliferation institutions within
a global non-proliferation institution where equal treatment and non-
discrimination among members is the basic operational principle.
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This was one of the challenges to be addressed in the reconciliation
processes between North Korea and South Korea early in the 1990s. Re-
sponding to the strong request of the United States, the South Korean
government succeeded in obtaining North Korea’s agreement to the
1992 nuclear joint declaration, which prevented both Koreas from devel-
oping nuclear reprocessing and enrichment facilities that could be used to
produce weapons-grade plutonium and highly enriched uranium. Both
agreed to conduct mutual inspection of the nuclear facilities of the other.
In this regard, the overlapping institutional relations (between the NPT
and the North-South joint nuclear declaration) contributed to the
strengthening of non-proliferation at a local level (the Korean penin-
sula), supplementary to the global institution (the NPT).
On the other hand, since the second nuclear crisis that took place in

October 2002, the United States has argued that any right to keep nu-
clear facilities, even if for ‘‘peaceful purposes’’, should not be granted to
North Korea, at least for the moment, because it had violated interna-
tional obligations under the NPT. The United States insisted that discus-
sions should be held at a later stage as to whether or not North Korea
should be allowed to develop nuclear facilities for peaceful civilian
purposes, after intensively scrutinizing its compliance with interna-
tional obligations under the NPT/IAEA. Under the ‘‘complete, verifi-
able and irreversible dismantlement’’ (CVID) formula on North Korea’s
nuclear facilities, the United States urged other countries to accept its
requirement.
North Korea flatly rejects the US demand and strongly argues that the

‘‘inalienable right of peaceful use’’ should be observed, and that the two
light-water nuclear reactors that were to be provided to North Korea
under the 1994 agreed framework should be allowed as promised. China
and Russia support North Korea’s position; given the South-North nu-
clear joint declaration, South Korea also, even if only implicitly, has
been taking a position closer to that of North Korea.16
This issue of whether or not North Korea was to be granted the right

to use nuclear facilities for civilian purposes was the most serious stum-
bling block at the fourth round of the Six-Party Talks in September
2005. The final agreement suggests a compromise: North Korea will be
accorded the right in principle to use nuclear facilities for peaceful pur-
poses, but only after dismantling its nuclear weapons programme and
rejoining the IAEA safeguard mechanism and the NPT. In an institu-
tional context, the agreement is an example of establishing a regional
non-proliferation institution that takes specific local conditions into ac-
count, while respecting the universal principle underlined by the global
institutions.17
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North Korea’s missile moratorium: A clustered relationship
connecting bilateralism and multilateralism within a single package

Together with nuclear weapons and their development programme, the
development and export of missiles by North Korea have also been
posing serious security challenges, not only for neighbouring countries
but also for the Middle East and South Asia.

The issue of North Korean missiles was mostly discussed between the
United States and North Korea in 1999 and 2000. Under the Berlin
Agreement, North Korea promised to halt the testing of long-range mis-
siles in September 1999, saying that it would adhere to the moratorium as
long as a dialogue continued with the United States. At a meeting with
then Secretary of State Madeleine Albright in Pyongyang, Kim Jong-il
promised not to test further the Taepodong 1 missile, which it had test-
fired over Japan in August 1998. According to Wendy Sherman, a
Clinton adviser on North Korean affairs, the Clinton administration sub-
sequently came close to a deal to eliminate North Korea’s medium- and
long-range missiles and end its missile exports.18 However, in the end an
agreement could not be reached. Thereafter, the Bush administration
suspended negotiations pending a policy review, and contact between
the United States and North Korea was suspended. North Korea
responded to the suspension by declaring that it could not maintain
the moratorium ‘‘indefinitely’’; it also froze bilateral talks with South
Korea.19

In this situation, with the United States stuck in its review process, the
European Union intervened to moderate tensions between Washington
and Pyongyang and facilitate inter-Korean dialogue. Several EU member
states opened diplomatic relations with the DPRK and offered humani-
tarian assistance. During a May 2001 meeting with an EU delegation led
by the EU president, Kim said that North Korea would extend the mora-
torium until 2003.20 Furthermore, as part of the Japan-North Korea
‘‘Pyongyang Declaration’’ of September 2002, North Korea expressed its
willingness to extend its moratorium on missile tests beyond 2003. North
Korea’s commitment to a missile moratorium was reiterated by Kim
Jong-il when Japanese Prime Minister Koizumi made his second visit to
Pyongyang in May 2004.

From fragmented to clustered/integrated relationships

The ‘‘1992 system’’: Clustered relationships for regional stability

The end of the Cold War in Northeast Asia was accompanied by collab-
oration and joint actions among the countries in the region, leading to the
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so-called ‘‘1992 system’’21 based upon bilateral collaboration among the
countries. South Korea’s ‘‘northern diplomacy’’, which started during
the Cold War supported by the United States, finally led to normalization
of relations between South Korea and the Soviet Union in September
1990. The US-Russian collaboration served as a facilitating factor behind
the normalization.
The China-Russia coordinated decision not to oppose the membership

of South Korea in the United Nations, together with China’s consultation
with and persuasion of the DPRK, paved the way for the simultaneous
entry of both North Korea and South Korea to the United Nations in
September 1991. China and South Korea normalized diplomatic relations
in August 1992. Japan and the DPRK started their normalization talks in
1990. The United States also undertook the so-called ‘‘modest initiative’’
to open the window for limited contact with the DPRK under the Reagan
administration.22 In January 1992, during a period of hopeful dialogue
between North Korea and South Korea, the first Bush administration
hosted the first-ever high-level (vice-minister level) meeting between
US and DPRK officials. Furthermore, to facilitate North-South rap-
prochement, President Bush announced the unilateral withdrawal of tac-
tical nuclear weapons from some US bases overseas. Following Bush’s
announcement, the South Korean president officially announced the
nuclear-free status of South Korea.
North-South relations also made remarkable progress, as was shown

by the conclusion of the basic accord in December 1991 and the Joint
Declaration of the Denuclearization of the Korean Peninsula in January
1992. The basic agreement between North and South Korea, which took
effect in 1992, provided a partial blueprint for achieving a broad restruc-
turing of security relations and a more stable order in Northeast Asia.
In particular, one article of the agreement stipulated that ‘‘the two
sides shall endeavour together to transform the present state of Armi-
stice into a solid state of peace between the South and the North, and
shall abide by the present Military Armistice Agreement until such a
state is realized’’. This was a critical agreement, given the fact that North
Korea had sought to conclude a peace pact with only the United States,
rejecting the participation of South Korea in the peacebuilding process.
Under the basic agreement, North Korea seemed to accept South Korea’s
claim that a peace regime should be built between South Korea and
North Korea.23
Global and bilateral institutions were mobilized to push North Korea

to sign a safeguard agreement with the IAEA. The United States, Japan,
the Soviet Union and South Korea put diplomatic pressure on North
Korea to conclude a nuclear inspection agreement individually and/or
collectively. The IAEA also passed a resolution demanding that North

216 KIKUCHI



Korea sign the agreement. Economic pressure was put on North Korea;
the Soviet Union asked North Korea to settle its bilateral trade by hard
currency in 1991. Facing these multiple pressures, North Korea finally
agreed to sign the safeguard agreement with the IAEA in January 1992.

Thus North Korea was entangled within a dense web of bilateral and
multilateral institutions that greatly contributed to regional stability.
The ‘‘1992 system’’ seemed to be a de facto multilateral arrangement
based on enhanced bilateral relations, coordination among them and
multilateralism.

Agreements between North and South Korea have had a disconcerting
tendency to break down within a short time, and the confidence building
that should result from implementation of these agreements has not been
achieved. The South Korean government has repeatedly declared its
readiness to resume discussions with North Korea to advance the unfin-
ished agenda defined in the basic accord and the denuclearization agree-
ment, each of which provides much that could contribute to peace on the
Korean peninsula.

In spite of the 1992 basic accord between North and South, North
Korea consistently rejected the participation of South Korea and sought
to conclude a peace treaty with the United States. Under the basic agree-
ment North Korea accepted South Korea’s claim that the two sides shall
endeavour together to transform the present state of armistice into a
solid state of peace and abide by the present Military Armistice Agree-
ment until such a state is realized. However, the military agreement was
in a state of disarray, with members of the Neutral Nations Supervision
Commission having been denied access to the northern part of the
DMZ. And since May 1994 North Korea has officially withdrawn from
Military Armistice Commission (MAC) proceedings and established its
delegates at Panmunjong.

The proposal of four-party talks to include both Koreas, the United
States and China, made by the leaders of both the United States and
South Korea in April 1996, was intended to counter and contain North
Korea’s proposal to establish a peace regime on the Korean peninsula in-
volving only itself and the United States. North Korea responded nega-
tively to this proposal, and continued to argue that the peace treaty
should include only the United States and North Korea because the two
were major belligerents of the Korean War and the signatory countries of
the armistice agreement. China accepted the US-South Korea joint pro-
posal: it seemed concerned about the conclusion of a peace treaty involv-
ing only two countries, and the US-South Korea proposal was appealing
for China because exclusion from talks on transforming the armistice re-
gime to a peace regime was against China’s interest. North Korea reluc-
tantly accepted the proposal, and the first four-party talks were held in
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late 1997. China supported South Korea’s position that South Korea
should be one of the key players in the process of establishing a peace
regime on the peninsula, even though it was not a signatory country of
the armistice agreement.
But it was apparent that the parties had divergent positions. North

Korea continued to pursue a peace treaty with the United States, arguing
that the withdrawal of US forces from the South would constitute the
only proper foundation for a peace regime; it was also reluctant to accept
China’s presence at the talks. The South Korean approach has been that,
as a party principal, no improvement in security relations would be
possible without confidence-building measures between the two Koreas,
leading to the realization of the 1991 basic agreement.
North Korea appeared to try to destroy the proposal, through provoc-

ative actions such as the penetration of a North Korean submarine into
South Korea’s territorial waters in September 1996. North Korea was
concerned that the proposed four-party talks would impose multilateral
pressure; thus, although the four-party talks established a subcommittee
to discuss a peace treaty, it failed to produce a substantial agreement.
The ‘‘1992 system’’, which was underlined by a complex web of institu-
tional linkages, finally collapsed.

The TCOG for trilateral coordination of relations towards the DPRK

North Korea has successfully avoided facing a multilaterally coordinated
common front by managing its respective bilateral relations with other
powers, including the United States, Japan and South Korea. North
Korea skilfully prevented its adversaries from coordinating their respec-
tive strategies and presenting a common policy that would put additional
collective pressure on North Korea: it could leverage its relations with
one country when faced with some trouble with the others. This has been
clearly demonstrated in its relations with the United States and South
Korea.
When North Korea was engaged in talks and negotiations with the

United States, it flatly rejected interactions with South Korea. Once
tensions emerged between Washington and Pyongyang, however, North
Korea sought to escape isolation by cultivating (tactically) enhanced rela-
tions with South Korea. Thus the bilateral relations of individual coun-
tries with North Korea could not necessarily produce a synergistic effect
on the overall structure of regional peace and stability, in spite of various
interactions between North Korea, on the one hand, and the United
States, Japan and South Korea (and China, Russia and the European
Union) on the other hand – notwithstanding all their common interests.
The lack of policy coordination among the countries concerned was skil-
fully manipulated by North Korea. In fact, North Korea has been using
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some US actions as an excuse to slow down North-South dialogue and
drive a wedge between the United States and South Korea.

Moreover, the lack of policy coordination created mutual suspicion of
others’ policies towards North Korea, even among allies.

The first North Korean nuclear crisis of the early 1990s encouraged
ad hoc policy coordination among the United States, Japan and South
Korea. In fact, ‘‘managing the North Korean crisis felt like playing a
multi-tiered chess game on overlapping boards. It required dealing with
the North, the South, China, Japan, the IAEA, the UN, the non-aligned
movement, Congress, the press and others.’’24 Although intensive con-
sultations about the nuclear crisis were conducted between the United
States, Japan and South Korea, the agreed framework was concluded
between the United States and the DPRK, while Japan and South
Korea – whose participation was necessary for implementing the agreed
framework – were never involved in the negotiations. This fostered the
perception of problems in both Tokyo and Washington.25

The Trilateral Coordination and Oversight Group (TCOG), compris-
ing the United States, Japan and South Korea, was originally established
for a specific purpose: consulting on the development and coordinating
the implementation of the Perry Process (a 1999 US official review of
policy towards North Korea). The TCOG systematized consultation
among the three governments. Japan and South Korea could get together
and discuss a variety of issues under the trilateral guise, insulated from
political backlash at home even when they had bilateral disputes. Both
could thus strengthen their bilateral relations in modest ways.26

Although the three countries had different policy agendas in negotiat-
ing strategies and bilateral relations with North Korea, they were more
or less interdependent since a breakdown or breakthrough in any one
set of talks could negatively affect the other two.27 Japan pursued US
assurances that it would not fail to address such issues of critical impor-
tance for Japan as the mid-range missiles of North Korea and the abduc-
tion of Japanese citizens. South Korea worried that stagnation in the US
and Japanese respective talks with North Korea would hamper progress
in its own negotiations with the North.

Trilateral cooperation, however, contributed to keeping the three gov-
ernments aligned to pursue a more comprehensive and mutually accept-
able settlement with North Korea. The TCOG effectively ensured that no
one country got ahead of its partners in its relations with North Korea.28
But with the inauguration of the new Bush administration, internal dis-
putes within the US government over American policy towards North
Korea hampered smooth operation of the TCOG.

In this regard, the link between the TCOG and US policy-making
has been relatively weakened. The TCOG has become a more informal
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forum for exchanging information and coordinating positions ahead of
multilateral meetings, such as the Six-Party Talks. Through the trilateral
consultation, new policy options have been examined and presented as a
de facto coordinated proposal among the three countries at the Six-Party
Talks.
The summit meeting between US President Bush and South Korean

President Kim Dae-jung in early March 2001 highlighted divisions within
the Bush administration, and between the United States and South
Korea, with regard to continuation of the engagement policy towards
the DPRK. While Kim Dae-jung pressed for more engagement with
North Korea, to keep the momentum from the June 2000 summit meet-
ing with Kim Jong-il, the new Bush administration highlighted the differ-
ence from the approach of the Clinton administration. In his confirmation
hearing, Secretary of State nominee Colin Powell publicly labelled Kim
Jong-il a ‘‘dictator’’, although he balanced this view with a call for a dia-
logue with Pyongyang at an appropriate time. At the summit meeting
with Kim Dae-jung, Bush stated that he distrusted North Korea and said
there was an indication that North Korea was violating its agreements
with the United States.
One of the roles of multilateralism in Northeast Asia was to encourage

North-South dialogue to ameliorate inter-Korean relations. But the situ-
ation has changed with South Korea’s active engagement of North-South
cooperation under a policy of ‘‘peace and prosperity’’. Cooperative proj-
ects between North and South have rapidly proliferated. On the other
hand, US-North Korean and Japan-North Korean relations have been
deadlocked in recent years. Thus it is becoming more important to coor-
dinate policies among the three nations, lest North Korea be able to ma-
nipulate the different paces and agendas of their respective engagement
policies.
There are various areas of differing priorities among the three coun-

tries. The pace of South Korea’s active engagement policy towards the
North has not gained full support from the other two. Japan and South
Korea have been very concerned about US reluctance to talk bilaterally
with North Korea. Japan’s diplomatic overture in 2002 caused concern in
both Washington and Seoul. South Korea has been concerned about the
US-led theatre missile defence (TMD) development programme. For
Seoul, the TMD is too expensive, upsetting to China and the DPRK,
and irrelevant to its own security.

Concluding notes: Prospects for the Six-Party Talks

The lack of coordination between institutions, rather than the lack of
multilateral security institutions, has prevented the Korean peninsula
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from developing a more stable security structure. Without having been
able to establish coordinated institutional relationships, the existing insti-
tutions have not worked well. In spite of the poor record, however, as
suggested above there have been cases where a more stable regional en-
vironment was obtained through institutional linkages.

The Six-Party Talks offer an excellent testing ground to explore the
possibility of establishing a regional multilateral security framework in
Northeast Asia, taking both global norms (to be universally applied) and
local conditions (to facilitate compliance with global norms) into account.

First, the Six-Party Talks are an institution able to resolve the crisis on
a regional level, not at the global level where tensions will be higher. A
region-specific institution can respond to region-specific conditions within
broader global institutional frameworks such as the NPT/IAEA.

Second, as was demonstrated in the joint statement of the fourth round
of the Six-Party Talks, the talks will deal not only with the North Korean
nuclear issue as part of enhancing a global non-proliferation regime, but
also with region-specific political and security issues, and can tackle
region-specific proliferation dynamics.

Third, the Six-Party Talks will serve as a multilateral umbrella frame-
work under which a variety of institutions can be coordinated to enhance
an overall security structure in the Korean peninsula. It is almost certain
that resolving the North Korean nuclear issue will be a long process. In
this process, a variety of issues – such as a security guarantee, economic
assistance to the DPRK (energy, food, human resources development),
transformation of the armistice regime to a peace regime and normaliza-
tion of diplomatic relations – would be addressed by different composi-
tions of countries at different stages. The different issues will involve
differing specific commitments and obligations of the parties concerned.
Therefore, various types of institutional arrangements with different
memberships will be created in this process. The four-party talks that
were aborted in the late 1990s will be revitalized to tackle the transfor-
mation of the armistice regime to a peace regime. According to the joint
statement of the Six-Party Talks (in September 2005), Japan and Russia
will have some institutional relations with the four-party talks.

The third session of the fifth round of the Six-Party Talks held in Feb-
ruary 2007 agreed to set up working groups to carry out the initial actions
and aim for full implementation of the September 2005 joint statement.
The working groups are requested to discuss and formulate specific
action plans for the implementation of the joint statement, and to report
to the Six-Party heads of delegation meeting on the progress of their
works.29 These arrangements indicate that, based upon the working
groups, a variety of institutions with different membership composi-
tion will be established under the umbrella of the Six-Party Talks. The
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Six-Party Talks will serve as an institution coordinating various other
institutions.
In the long process of addressing North Korea’s nuclear issue, a variety

of types of linkage will be established between institutions (embedded,
nested, clustered and overlapping relations). Some institutional relations
may conflict with others, thereby having negative impacts on regional
security. Coordinating these institutions effectively will be crucial in this
regard. The Six-Party Talks themselves will serve as a loosely organized
multilateral umbrella forum under which newly established institutions
are mutually coordinated. Under the Six-Party Talks umbrella, the previ-
ously decoupled (delinked) institutions may also be amalgamated into an
integrated institutional arrangement, thereby enhancing the regional se-
curity structure.
The Six-Party Talks are promising in terms of establishing a multilateral

security framework. In this regard, one can point out that the future
shape of such a framework on the Korean peninsula will be different
from those that have been presented in past decades. Almost all previous
proposals and ideas for security multilateralism on the peninsula were to
establish a single multilateral institution, such the ‘‘2þ 4 formula’’ or
an Asian version of the Conference on Security and Cooperation in
Europe (CSCE). According to the above analysis, however, various mu-
tually connected institutional arrangements may become de facto security
multilateralism in Northeast Asia, contributing to regulation of inter-
state relations and generating a more integrated structure for peace on
the Korean peninsula. Institutional interplay among a variety of institu-
tions is critical, rather than the establishment of a single, comprehensive
regional institution.
In this regard, we need to pay careful attention to the fact that bilater-

alism is still the dominant mode of security management in Northeast
Asia. If some country puts priority on bilateral dealings rather than
multilateral coordination, the road ahead for the Six-Party Talks will be
quite bumpy,30 and a golden opportunity will be lost.
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Institutionalizing trade and
investment in East Asia –
The FTA and BIT strategies of
Northeast Asian powers

Keisuke Iida

Introduction

Recently we have been witnessing perhaps the most intensive diplomatic
efforts towards institutionalizing trade and investment in the history of
East Asia.1 Japan and Korea2 signed their most comprehensive invest-
ment treaty in 2002, and a free trade agreement (FTA) has been on their
agenda.3 Japan, Korea and the People’s Republic of China (PRC) have
also been negotiating a trilateral investment treaty, with the aim of com-
pleting it in a few years. Korea and China have each negotiated a free
trade agreement with the Association of Southeast Asian Nations
(ASEAN), while Japan has been discussing an economic partnership
agreement (EPA), a form of FTA, with ASEAN as well. Initially, Japan
negotiated FTAs only with individual members of ASEAN, starting with
Singapore in 2002. Building on this experience, Japan has established
FTAs/EPAs with Malaysia, the Philippines and Thailand, while FTA ne-
gotiations with Indonesia, Brunei and Viet Nam are under way.

Thus, within a few years, we will see the establishment of FTA net-
works, with ASEAN as a hub and (indirectly or directly) connected with
Japan, Korea and the PRC through FTAs. Although the speed is slower
than the negotiation of bilateral FTAs, the eventual emergence of FTA
talks between Japan, Korea and China is also on the horizon. We see
early signs of the gradual creation of an East Asian FTA in the form of
ASEAN+3 (Japan, China and Korea) or ASEAN+3 Plus Three (India,
Australia and New Zealand). China and Korea prefer the former,
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whereas Japan prefers the latter. It remains to be seen which suggestions
will come to fruition in the near future.
Why and how these formerly FTA-averse countries, particularly Japan

and Korea, began to pursue FTA strategies are puzzles worth exploring.
This chapter therefore examines dynamic trade and investment diplo-
macy in East Asia (ASEAN, China, Korea and Japan). Although the me-
dia tend to focus solely on the rise of China as a trading power, three
other factors – ASEAN integration, economic stagnation and reform in
Japan, and acquiescence by the United States – are just as important.
Taken together, this set of factors has prompted the four trading powers
of East Asia (ASEAN, China, Korea and Japan) to accelerate their ef-
forts towards regional institutionalization with other nations in the region
through FTAs.

The rise of the People’s Republic of China

Since China started opening itself economically to the rest of the world,
as part of the economic reform unleashed by Deng Xiaoping in the late
1970s, it has been growing very rapidly. Its economic growth rate aver-
aged 9 per cent from the mid-1990s onward. Over the past few years
China has managed to attain growth rates of 8–10 per cent per year.4
On a purchasing power parity (PPP) basis, its gross national income is
said to surpass that of Japan.
Trade has been an engine of China’s growth. Its exports have grown by

20–30 per cent per year in recent years.5 In addition, China’s trade with
Japan and Korea has been rapidly increasing.6
Furthermore, the PRC has become the most coveted investment desti-

nation in East Asia. It has been receiving inward foreign direct invest-
ment (FDI) in the range of US$50 billion or more per year,7 dwarfing
that of any other nation in this region. This trend became very marked
after the fall in the inflow of investment into Southeast Asia during the
aftermath of the financial crisis of 1997–1998. Since most of the foreign
firms investing in China are not just eyeing Chinese consumer markets
but are also using China as an export platform for the rest of the region,
this growth of investment in China has a clear implication for trade: for-
eign firms not only want the opening of Chinese markets but also seek
assurance by surrounding nations that they will accept goods produced in
China. China’s accession to the World Trade Organization (WTO) in 2001
achieved the first objective of foreign firms, but it was not enough, which
is why FTAs have increasingly been used to achieve the latter objective.
The rise of China has also unleashed a chain reaction, the motive of

which was largely defensive. Industries in other countries competing
with China had to increase their export competitiveness, and pressured
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their governments to support them with adequately tailored trade and in-
vestment policies to achieve their objectives. Beyond that, the govern-
ments of those other countries strive to keep jobs in their countries.
FTAs and investment treaties are some of the policy tools they are using
to reach such defensive objectives. It is argued that China had to take
such threat perceptions into account and therefore proposed an FTA
with ASEAN to muffle these perceptions among ASEAN countries.8 On
the other hand, China is also an attractive market to which companies ex-
port and in which they invest. Thus, among Japanese firms for instance,
there is great interest in finalizing an FTA with China.

However, there are several limitations to this explanation. First, the
timing is not right. China did not show active interest in pursuing an
FTA with ASEAN until 2000, by which time Japan and Korea had al-
ready been exploring FTAs and an investment treaty with each other as
well as with other countries. Thus China could not have been the trigger
for their initial interest in FTAs/investment treaties (although their nego-
tiations may have been spurred by China’s FTA drive later on).

Second, although the PRC poses increasing competition to Japanese
and Korean exports, particularly in the lower end of the electronics and
machinery markets, its products are still not in the same league in terms
of technological prowess. Thus at least leading exporters from Japan and
Korea have nothing to fear from China’s FTA drive. One analyst asserts
that Japan’s trade officials simply used China as an excuse for its FTA
strategy in order to muster political support.9 Consequently, several
other factors that pushed Japan and Korea further along in their pursuit
of FTAs need to be explored.

Third, both Japan and Korea are pursuing FTAs worldwide, and the
rise of China or rivalry with it cannot account for that. Japan has already
concluded an FTA with Mexico, and is negotiating another with Chile.
South Korea’s first FTA was finalized with Chile, and it is further negoti-
ating FTAs with Canada and the European Free Trade Area (EFTA). It
has also negotiated an FTA with the United States. None of these nego-
tiations seems to have been motivated by China.

Economic stagnation in Japan and South Korea

In contrast to rising China, Japan remained in the quagmire of long-term
economic stagnation during the 1990s, which was exacerbated by the
Asian financial crisis in 1997–1998.10 Japan’s growth rates were paltry
during the 1990s. The lost decade impelled the Japanese government
and industries to search for every possible opportunity to make the best
of their plight, with exports to and investments in China and Southeast
Asia (after recovery of the region) a natural reaction.
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As a result of this business-led process, ASEAN plus China and South
Korea accounted for a 41 per cent share of Japan’s exports in 2000 (up
from 27 per cent in 1990) and 40 per cent of Japanese imports (up from
30 per cent a decade before).11 Also, during the 1990s, ASEAN plus
China and South Korea received 27 per cent of Japanese foreign direct
investment. However, due to political and economic uncertainties since
the financial crisis of 1997, Japanese investments in this region have
been unstable. Thus there has been a need to stabilize these investment
flows by institutionalizing trade and investment relations among the
ASEAN and Northeast Asian nations.
The business model used by Japanese multinationals to produce their

products in other Asian countries and export them back to Japan or third
countries does not work if Japanese tariffs and non-tariff barriers are high
on their products back home, or if the investment climate in the host
countries is hostile towards Japan. Japanese firms and industries are in-
creasingly relying on FTAs to improve the investment conditions in their
host countries. Since they cover areas beyond traditional free trade
agreements, the agreements that Japan concludes are called ‘‘economic
partnership agreements’’ (EPAs).12
In the meantime, Japan’s FTA strategy has also been influenced by

protectionism in its agricultural sector. For example, the reason why
Singapore became its first FTA partner is precisely the lack of strong
agriculture in Singapore. The emergence of a subregional (i.e. Northeast
Asian) FTA with Korea or China and Korea is also in part hobbled by
Japan’s agricultural protectionism.
Economic stagnation in the wake of the Asian financial crisis was also

the motive behind Korea’s decision to embark on FTA and BIT (bilat-
eral investment treaty) negotiations. However, in order to surmount do-
mestic resistance, the Kim Dae-jung administration chose Chile as the
first negotiating partner, and even the Chile FTA faced an enormous
amount of opposition back home. The Kim administration also used the
Japan FTA for historic rapprochement with Japan, but the Japan FTA
was an even tougher sell back home. Thus the Roh administration, which
inherited the FTA strategy of President Kim, shifted its emphasis slowly
from Northeast Asia (Japan and China) to ASEAN and later to the
United States.

ASEAN Free Trade Area

ASEAN countries agreed to the establishment of the ASEAN Free
Trade Area (AFTA) in 1992. This was an unprecedented move by a
group of countries which had formed ASEAN for largely political mo-
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tives in the midst of the Viet Nam War. ASEAN was merely a bastion of
anti-communism during the first few decades of its existence, and its eco-
nomic cooperation remained very low key.

In the early 1990s, however, the member states finally agreed to ac-
celerate institutionalization of trade, with the goal of establishing the
ASEAN Free Trade Area by 2004. The movement towards AFTA tem-
porarily stalled during and immediately after the Asian financial crisis
because some countries turned protectionist. However, in 2003 ASEAN
countries finally agreed to enhance AFTA to become an economic union,
like the European Union, by 2010.

AFTA gave other trading powers in the region both offensive and de-
fensive motives to increase trade interdependence with ASEAN. As for
offence, AFTA gave foreign multinational firms a reason to use ASEAN
as an export platform. With AFTA, they can manufacture parts in coun-
try A, assemble them in country B and export the finished products to
country C, all with zero tariffs as long as A, B and C are ASEAN mem-
bers. Without AFTA, they would have had to pay a tariff each time they
moved goods around within the ASEAN region.

In the area of investment, the defence or competitiveness-maintenance
purpose is subtler. China and ASEAN are competing destinations for
FDI. The more attractive one becomes as a venue for investment, the
more the others suffer. Thus, as AFTA has turned into a more and more
attractive location for investment by multinationals from Japan, Europe
and the United States, China has had to defend its position as an attrac-
tive location for investments as well; one way to do so was to form an
FTA with ASEAN. It is reported that China raised the possibility of a
China-ASEAN FTA as early as 1999, when ASEAN asked China for
cooperation in promoting AFTA.13

Acquiescence by the United States

The United States has been a hidden factor in trade interdependence
in the region.14 In the back of the minds of policy-makers in East
Asia, opposition by the United States to regional institutionalization in
1990–1991, at the time of the proposals for an East Asian Economic
Group (EAEG) and a more toned-down East Asian Economic Caucus
(EAEC) put forward by Malaysia’s then Premier Mahathir, was a signifi-
cant factor in delaying regional integration in East Asia.15 If the United
States could not be excluded from regional institutionalization, the Asia
Pacific Economic Cooperation (APEC) forum seemed to be the only way
to go. However, APEC could not develop an FTA under article 24 of
GATT because of its ostensible espousal of ‘‘open regionalism’’.16
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In the aftermath of the Asian financial crisis, the process of regionali-
zation started surreptitiously without the United States.17 Japan’s pro-
posal for Asian monetary integration, in the guise of an Asian Monetary
Fund (AMF), was torpedoed by US Treasury Secretary Robert Rubin,
who felt offended by not having been consulted beforehand. However,
the need for an increase in liquidity in this time of difficulty finally led
to the Chiang Mai Initiative of 2000, with bilateral swap arrangements
among the central banks of the region.18 Also, in December 1997,
ASEAN+3 met in Kuala Lumpur for the first time. The group, with the
same members (ASEAN and China, Korea and Japan) as Mahathir’s
original EAEG/EAEC proposal in 1990, has continued to meet since
then. Thus, in 2000, Malaysia’s Foreign Minister Syed Hamid Albar told
the Malaysian parliament that the EAEC had been formed.19 Indeed,
many of the most important initiatives on trade and investment in the re-
gion have been discussed in this ASEAN+3 forum or on its sidelines.
When Asian countries finally decided to go forward with FTA negotia-

tions, they were surprised by the lack of opposition from the United
States. The only reaction was President Clinton’s attempt to catch up
with Japan by initiating FTA negotiations with Singapore in 2000, includ-
ing a mandate to finish negotiations in six months. Also, the Bush admin-
istration announced an initiative to negotiate an FTA with ASEAN (EAI
– Enterprise for ASEAN Initiative),20 but the negotiations did not
get under way immediately. Instead, the United States confined itself
to negotiating a bilateral FTA with Thailand.21 It was only in 2004
that the United States began to pronounce its worries about East Asian
integration.22
US acquiescence may be coming to an end. For example, in 2006 the

United States raised the need for studying the feasibility of an FTA with
the Asia-Pacific (FTAAP), apparently to stave off the momentum of an
East Asian FTA excluding the United States.23 The summit meeting of
APEC in Hanoi in November 2006 decided to study the feasibility of the
FTAAP ‘‘as a long-term prospect’’.24 It remains to be seen whether this
kind of weariness will lead to open opposition to trade and financial inte-
gration at the official level in the future.
With particular regard to the options for further institutionalization in

East Asia through Northeast Asian country initiatives, the chapter will
analyse the FTA initiatives towards ASEAN by the three Northeast
Asian trading powers: China, Japan and Korea.

Japan-ASEAN

The first proposal for an FTA with Japan came from Singapore in
December 1999, when Japanese Prime Minister Obuchi met with Singa-
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pore’s Prime Minister Goh. They set up a working group, which consid-
ered various issues involved in developing an FTA. The agenda for the
FTA was considerably broadened in May 2000 when Japanese Trade
Minister Fukaya visited Singapore and proposed to include various non-
tariff issues, such as mutual recognition of standards and e-commerce,
in the FTA. The Japan Federation of Business Organizations (Nippon
Keidanren) also made its own proposals in July 2000.25 Government-
to-government negotiations were held throughout 2001, and a Japan-
Singapore Economic Partnership Agreement (JSEPA) was signed when
Japanese Prime Minister Junichiro Koizumi visited Singapore in January
2002.

However, Koizumi went a step further: on the occasion of his visit, he
advocated the creation of an East Asian Community.26 In particular, he
proposed several new initiatives, one of which was the formation of com-
prehensive Japan-ASEAN economic partnerships. The press speculated
that this was a reaction to China’s demarche towards ASEAN, which
had agreed that within 10 years they would complete an FTA. Japan
now hurried to counter the Chinese advances in Southeast Asia by pro-
posing the Japan-ASEAN Economic Partnership Agreement (JAEPA).27
The Foreign Ministry emphasized, however, that a comprehensive East
Asia policy speech was overdue by this time, given the radical changes
in the region.28

The JSEPA is often derided as insignificant, but from the Japanese
government’s point of view it is significant in three respects. Firstly, it
was thought to provide a model for future FTAs; it was the first FTA
that Japan had ever entered into.29 Moreover, it included many new
issues, such as the integration of securities markets between the two
countries, mutual recognition and, above all, investment promotion. The
only aspect that did not serve as a model for later agreements was agri-
culture. Due to the fact that Singapore lacked a vibrant agricultural sec-
tor, Japan confined itself to minimal concessions in agriculture, but this
could not be replicated in subsequent talks with other ASEAN countries.
Secondly, Singapore was the fourth-largest destination of Japanese for-
eign direct investment.30 Since Japan was having difficulty in concluding
bilateral investment treaties (BITs), and the WTO talks on investment
were faltering by that time, the JSEPA set an important precedent in
that a bilateral FTA could include elements of a BIT. Thirdly, the JSEPA
represented an important symbol of the quest by Japan for closer ‘‘polit-
ical’’ as well as economic relationships with ASEAN.

The fact that the Japanese FTA strategy had a political overtone is il-
lustrated by an interesting debate that took place during 2002. After the
formation of the JSEPA, there was a debate between the Ministry of For-
eign Affairs (MOFA) and the Ministry of Economy, Trade and Industry
(METI) as to whether Japan should negotiate an FTA with ASEAN as a
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whole or with individual ASEAN member states one by one. METI ad-
vocated the former approach, on the grounds that Japanese companies
investing in Southeast Asia have a division of labour on a regional basis.
On the other hand, MOFA, considering the political effect of closer rela-
tionships engendered by deep integration with individual members, advo-
cated the latter approach.31 MOFA won the debate at that time, but
Japan eventually started negotiating with ASEAN as a whole.
The fact that the JSEPA served as a model for future FTAs was clearly

demonstrated when Prime Minister Koizumi proposed to discuss FTAs
with three other ASEAN members (the Philippines, Thailand and Malay-
sia) on his way to Singapore to sign the JSEPA. Pre-negotiation talks
were held with these countries during 2002. However, many obstacles
emerged during these talks because their principal exports included agri-
cultural products.
Nevertheless, to start FTA negotiations with the three ASEAN coun-

tries, Prime Minister Koizumi used the opportunity of the special Japan-
ASEAN summit hosted in Tokyo in December 2003. After intense
negotiations, Japan signed FTAs with Malaysia in December 2005, the
Philippines in September 2006 and Thailand in April 2007. Furthermore,
in May 2007 Japan reached a basic agreement on the FTA with ASEAN
as a whole.

Japan-Korea

Like Japan, Korea was hesitant to commit itself to bilateral FTAs until
the late 1990s. Korea had steadily expanded exports under GATT and
the Generalized System of Preferences (GSP). However, the financial cri-
sis of 1997–1998 put an end to this lack of interest. In order to entice
FDI, Korea agreed to enter into negotiations with Japan to conclude a
BIT. The treaty was finally signed in 2002.
After the financial crisis and the IMF rescue in 1997, the Korean gov-

ernment put emphasis on restructuring its economy by enticing foreign
direct investment into Korea. President Kim Dae-jung paid a visit to
Japan in October 1998, and in a joint declaration the countries promised
to convene a meeting of economic ministers from both countries to dis-
cuss bilateral economic cooperation and solutions to the financial crisis
in Asia.32 This meeting was held in Kagoshima, Japan, in the following
month, and it was decided to negotiate a BIT and initiate studies on an
FTA. The two countries aimed at finishing BIT negotiations by the time
of the summit in 2000, but due to Korean objections to Japanese
demands on national treatment and labour clauses, negotiations were
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delayed. When President Kim and Prime Minister Mori met in Atami in
September 2000, they could only announce that the BIT negotiations
would be finalized by the year end. Finally, President Kim and Prime
Minister Koizumi, meeting on the sidelines of the Shanghai APEC sum-
mit meeting in October 2001, agreed to finalize the negotiations by
November of that year. However, again due to objections by Korean
labour unions, negotiations were further delayed. Finally, in December
2001, the two countries reached a basic agreement,33 and when Prime
Minister Koizumi visited Korea in March 2002, the agreement was
signed.

President Kim’s administration was also eager to enter into negotia-
tions for an FTA, but the process was much slower than that of the BIT.
Chung Eui-yong, Korea’s deputy minister for trade, described the change
in Korean thinking about FTAs: ‘‘We used to see Free Trade Areas as a
stumbling block to global trade, but now we believe that a regional trade
area can be a building block if we can manage it well and operate it in a
way that is consistent with the rules of the World Trade Organization.’’34

In 2000 the vice foreign ministers agreed to hold public symposia on
the results of research that had been conducted by research institutes
(the Institute on Developing Economies and Korea Institute for Interna-
tional Economic Policy – KIEP) in the two countries. The symposia were
held in Seoul in May and Tokyo in September. After the research results
were announced, President Kim and Prime Minister Mori, in September
2000, agreed to set up a discussion forum of industrialists from Japan and
Korea. A Japan-Korea FTA business forum was formed in 2001; the
group met in Seoul in September and in Tokyo in January 2002.

However, the emerging controversy over Japan’s ‘‘new’’ school text-
books put a dampener on the atmosphere.35 The Korean ambassador
warned repeatedly that the textbook controversy might adversely affect
the FTA process.36 The business forum agreed that the two countries
should deepen their cooperation by integrating the two markets through
an FTA in order to fend off the offensive of China.37 In February
2002 the forum gave the two governments a recommendation to com-
mence FTA negotiations as soon as possible, and a month later President
Kim and Prime Minister Koizumi agreed on convening a tripartite
(corporate-government-academic) group to consider the merits of a
Japan-Korea FTA.

The tripartite group met several times during 2002. However, the FTA
took a while to get off the ground. Like ASEAN countries (except Singa-
pore), Korea had exported a large number of agricultural and fishery
products to Japan, and the abolition of tariffs or tariff rate quotas on
these products posed serious difficulties for Japan. On the Korean side,
there was a fear that trade deficits with Japan would further increase
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after an FTA. Thus it was only in October 2003 that the leaders of the
two countries agreed to the commencement of negotiations.
The negotiating teams met six times during 2004. As negotiations pro-

ceeded, the sectors that would be heavily damaged by a Japan-Korea
FTA became clearer and their opposition became stronger. As a result,
negotiations were suspended in November 2004. When he met with Pres-
ident Roh Moo-hyun in June 2005, Prime Minister Koizumi proposed to
resume negotiations, but Korea was non-committal. Another factor that
prevented the progress of Japan-Korea FTA talks was a trade dispute
over Korean seaweed imports to Japan, which was litigated at the
WTO.38 However, the two countries reached a mutually agreeable solu-
tion on this dispute in early 2006.39 Since then, Korea has been focusing
its energy on FTAs with ASEAN and later with the United States.
Korea thinks of a Japan-Korea FTA as only a first step towards

an eventual Northeast Asia-wide institution. According to one author,
‘‘Korean business circles explicitly positioned formation of the JKFTA
as a stage prior to that of the Northeast Asian FTA, which would include
China.’’40

China-ASEAN

Mainland China and ASEAN started considering an FTA as early as
1999, and China proposed to set up a working group to prepare for FTA
negotiations in November 2000. It was noted that China’s motive was
defensive or pre-emptive in light of AFTA’s entry into force in 2002.41
The working group was established in Kuala Lumpur in March 2001,
and submitted a report to the first meeting of ASEAN and Chinese trade
ministers in October of the same year. At the Sino-ASEAN summit
meeting in Brunei in November 2001, they agreed on a 10-year deadline
for completing their FTA and also agreed to start high-level talks early in
2002.
Negotiations started in earnest in 2002. At the senior economic officials’

meeting in Beijing in May 2002, China and ASEAN established a trade
negotiating committee, which debated a ‘‘structural talks initiative’’.
This proposal was submitted to the Sino-ASEAN summit meeting in
Cambodia in November. The leaders signed a framework agreement
in November, which provided a basis for FTA negotiations, including
an early harvest.
The China-ASEAN FTA is in high gear in terms of implementation.

The ‘‘early harvest’’ portion, mainly consisting of fruit and vegetables,
went into effect in October 2003. Also, at the Sino-ASEAN summit meet-
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ing in November 2004 a basic agreement was reached on the portion of
the FTA focused on goods, with tariff reductions commenced on 1 July
2005. Thus the future negotiations will focus on investment and services.
Interestingly, China is providing an unusual degree of transparency in
relation to the China-ASEAN FTA by setting up a special website dedi-
cated to developments related to this agreement.42

Economists underplay the significance of the Sino-ASEAN FTA. De-
veloping countries are less firmly bound by the GATT discipline on
FTAs, and they are able to tailor their FTAs to the whims of their indus-
tries and governments. For example, China and ASEAN have specified
a number of sectors as ‘‘sensitive’’ and, combined with the reciprocity
principle (they do not liberalize until both parties agree that a sector is
‘‘non-sensitive’’), the degree of market liberalization achieved by the
Sino-ASEAN FTA is estimated to be very low.43

Korea-ASEAN

Korea was late in approaching ASEAN, but eventually it did not want to
miss the FTA bandwagon in East Asia. After both China and Japan
floated their ideas of completing FTAs with ASEAN, Korea and Thai-
land agreed to conduct their first feasibility studies in November 1999.44
Later, Singapore revealed that it was also considering an FTA with
Korea.45 In November 2001 Korean President Kim Dae-jung proposed
to establish an expert group between ASEAN and Korea to prepare
for eventual FTA negotiations. Finally, at the end of 2004, Korea decided
to enter into FTA negotiations with ASEAN.

Korea and ASEAN agreed to commence negotiations for a bilateral
free trade agreement early in 2005, with the goal of finishing the task
within two years. In a summit meeting in the Laotian capital, Vientiane,
President Roh Moo-hyun and leaders of the 10 member states of
ASEAN signed the Joint Declaration on Comprehensive Cooperation
Partnership Between the Association of Southeast Asian Nations and
the Republic of Korea, which focuses on economic cooperation between
the two sides.46

Japan-Korea-China triangle

With the bilateral FTA/EPA networks developing with China, Japan and
Korea on the one hand and ASEAN on the other, the missing link is
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FTAs among the three countries themselves. Actually, President Kim of
Korea proposed a joint study on the establishment of FTAs among the
three countries at the Sino-Japan-Korea summit on the sidelines of the
ASEAN+3 summit in November 1999, and three semi-governmental
think-tanks – Japan’s National Institute for Research Advancement
(NIRA), the Korea Institute for International Economic Policy (KIEP)
and China’s Development Research Center of State Council (DRC) –
have been conducting joint research since then. Moreover, in his inaugu-
ration speech Kim’s successor, President Roh, proposed the formation of
a Northeast Asia community among the three nations.47 ASEAN leaders
also decided to look into the possibility of a free trade area among
ASEAN+3 due to urging by China in 2000.48
China has been eager to form a bilateral FTA with Japan and also a

trilateral FTA with Japan and Korea. A Japan-China FTA is not incon-
ceivable, but from the Japanese point of view it is of lower priority. For
Japanese corporations investing in China, improvement in their invest-
ment environment is a higher priority. Accordingly, at the November
2003 summit among the three nations it was agreed that they would start
talks about investment issues at the governmental level.
Business entities in the three Northeast Asian countries, however, are

very interested in a China-Korea-Japan FTA. Among the business re-
spondents in a poll conducted jointly in the three countries in 2004, 69
per cent in Japan, 64 per cent in China and 75 per cent in Korea said
that there was a need for an FTA among the three.49 Also, China is con-
sidered the highest priority among Japanese firms in another poll con-
ducted by the Japan External Trade Organization (JETRO) in 2004.
Asked to rank the three FTAs (Japan-ASEAN, Japan-Korea and Japan-
China), 43 per cent of respondents ranked Japan-China as the most likely
to increase their business opportunities.50
China has been the most aggressive on the establishment of a three-

way free trade agreement, while Japan (fearing the repercussions of
such a deal on its agriculture) has been hesitant. When Chinese Premier
Zhu Rongji proposed to sign a trilateral FTA among Japan, China and
Korea on 4 November 2002, Japanese officials were reportedly at a loss
for words.51 Ever since, China has been pushing the idea, but no strong
momentum has been formed thus far. Research institutes from the three
countries released a joint report concerning the merits of the trilateral
FTA in October 2003, but the leaders from the three countries, meeting
in Bali, only pledged to bring about closer economic ties, thereby dodg-
ing the question of negotiating a three-way FTA.52 In 2005 China called
again on Japan and Korea to expedite a trilateral study on the three-way
FTA, which had been under way since 2001,53 but Japan and Korea were
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still hesitant.54 Hence, no trilateral FTA negotiation is currently on the
agenda.

On the other hand, there has long been an interest on the part of
Japanese business in supplementing the Japan-Korea BIT with one that
includes China. Although Japan has a BIT with China dating back to
1988, it is fairly weak, and one with greater binding powers and broader
coverage is required. In October 2003 during a meeting in Bali, Indone-
sia, the discussion of a trilateral investment pact began when Japanese
Prime Minister Koizumi suggested launching joint studies by experts
from the private, government and academic sectors on this very topic, in
response to the Chinese proposal to form a trilateral FTA among China,
Japan and Korea.55 In Jakarta in September 2004, while the joint study
was still in progress, Japanese Trade Minister Shoichi Nakagawa pro-
posed the formation of a trilateral investment treaty.

In November 2004 Japanese Prime Minister Koizumi, Chinese Premier
Wen Jiabao and Korean President Roh Moo-hyun agreed in Vientiane,
Laos, to upgrade from expert-level to government-level discussions on
improving trade and investment environments.56 Working-level officials
from the three countries met four times in 2005. The Chinese were ini-
tially resistant to the idea of an investment treaty, but they warmed to it
gradually. Big businesses did their part to persuade China: Hiroshi
Okuda, president of the Keidanren, during his visit to Beijing in Septem-
ber 2005 proposed a Japan-China-Korea trilateral investment pact, and
China was forthcoming.57 If concluded, this will likely pave the way for
a trilateral FTA in the future.

Conclusions

It has been argued that institutionalization in Northeast Asia is a multi-
faceted process, and that it is important to recognize both political and
economic factors to understand its dynamics. Among political reasons
for FTAs and BITs, the rise of China and acquiescence (at least until re-
cently) by the United States have been important; among economic fac-
tors, economic stagnation in Japan and Korea as well as the opportunities
and limitations of ASEAN integration (AFTA) were important motives
behind the FTA initiatives among the Northeast Asian powers.

Table 12.1 summarizes the attitudes of the PRC, Japan and Korea re-
garding actual and potential FTAs in East Asia and in particular North-
east Asia. Several patterns stand out in this table. First, no country is
consistently enthusiastic about establishing FTAs with other countries in
the region. China, for instance, is relatively passive towards ASEAN but
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more active towards Japan and Korea. Also, the degree of enthusiasm
varies over time. Korea, again, was enthusiastic about the FTA with
Japan, but later lost interest due to political and economic reasons.58 Sec-
ond, the degree of political calculation differs from country to country.
Perhaps China’s FTA strategy is most political, whereas Japan’s is least
political. Japan’s FTA strategy has mainly been shaped by business pres-
sure for FTAs and resistance to them by those in the agricultural sector.
The ROK and China have been able to manage such particularistic inter-
ests better than Japan. In a nutshell, the FTA strategy in Northeast Asia
is highly heterogeneous, and therefore contingent on many factors.
The rise of China combined with Japanese and Korean attempts to

break out of their economic plight unleashed a spiral of ‘‘competitive lib-
eralization’’ in East Asia at the end of the millennium. This momentum
for institutionalization via BITs and FTAs/EPAs continues, and over the
next decade we can expect to see the emergence of FTA networks among
ASEAN+3 countries as well as among East Asian Summit members (in-
cluding India, Australia and New Zealand). De facto or market-led trade
and investment integration in East Asia has already taken place: it is the
institutionalization part of it that is unprecedented in the history of this
region.

Table 12.1 Summary of attitudes of three Northeast Asian powers regarding
FTAs

Country Towards Attitude Explanations

China ASEAN Passive Mainly defensive (reaction to
AFTA)

Japan and
Korea

Active Maybe political

Japan ASEAN Active Business pressure/political
motives/catch up with China

Korea Passive Korean initiatives welcomed, but
later lost interest

China Passive Mainly concern about
agriculture

Korea ASEAN Active (only later) Late start due to earlier
emphasis on Northeast Asia

Japan Initially active;
later lost interest

Political motives/dissatisfaction
with Japanese hesitance later
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Notes

1. In this chapter, ‘‘institutionalization’’ refers to efforts by governments and other public
authorities to provide various legal and quasi-legal frameworks for maintaining and
facilitating market activities, while ‘‘integration’’ simply refers to increasing inter-
dependence (whether or not facilitated by governments). It is commonly agreed that
regional economic integration in East Asia has thus far been ‘‘market-led’’ rather than
‘‘government-led’’. See, for instance, Krumm, Kathie and Homi Kharas, eds (2004) East
Asia Integrates: A Trade Policy Agenda for Shared Growth, Washington, DC: World
Bank, p. xvii. For a more detailed discussion and definitions on regionalism, institution-
alism and institutionalization, see the chapter by Yamamoto in this volume.

2. In this chapter, Korea/South Korea refers to the Republic of Korea (ROK). The
Democratic People’s Republic of Korea (DPRK), North Korea, does not play a role
in the chapter.

3. A free trade agreement (FTA) is a GATT-sanctioned preferential trade agreement
among two or more countries to eliminate tariffs on ‘‘substantially all trade’’ within 10
years. An economic partnership agreement (EPA) is a term preferred by Japan for a
broad agreement including not only an FTA but also other elements such as service
liberalization, immigration and intellectual property rights (IPRs) commitments.

4. Data from the National Bureau of Statistics of China show the following growth rates of
real gross domestic product (GDP):

Year 2001 2002 2003 2004 2005
Growth (%) 8.3 9.1 10.0 10.1 10.2

5. WTO press release, 14 April 2005.
6. Between 1990 and 2002 China’s worldwide trade increased at an annual growth rate of

14.4 per cent: the average growth rate of trade with Japan in the same period was 14.9
per cent, and that with Korea was 29.4 per cent. See table 1 in Chan, Sara and Chun-
Chien Kuo (2005) ‘‘Trilateral Trade Relations among China, Japan and South Korea:
Challenges and Prospects of Regional Economic Integration’’, East Asia 22(1), pp. 33–
50, at p. 35.

7. According to the UN Conference on Trade and Development (UNCTAD), inward for-
eign direct investment into China reached US$60.6 billion in 2004 and US$72.4 billion
in 2005.

8. Toshiaki, Arai (2002) Henbo suru Chugoku Gaiko, Tokyo: Nicchu Shuppan, pp. 225–
226.

9. Searight, Amy (2005) ‘‘Reverse Course of Changing Lanes? Multilateralism, Regional-
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of Association for Asian Studies, Chicago, 31 March–2 April, unpublished, p. 4.

10. See Yamamoto in this volume on the role of crises in institution building. Naturally, the
impact of the Asian financial crisis on regionalization was more evident in the area of
financial cooperation than in the area of trade. See also the chapter by Pempel in this
volume.

11. Sangyosho, Keizai (undated) Higashi Ajia Keizai Renkei ni Tuite. Regional production
integration is particularly conspicuous in the electronics industry. As early as 1998, Ja-
pan’s dependence on reverse imports (goods made by Japanese firms abroad) from East
Asia stood at 25.5 per cent for televisions, 66.1 per cent for VCRs and 14.2 per cent for
stereo components. Hook, Glenn D. (2002) ‘‘Japan’s Role in the East Asian Political
Economy: From Crisis to Bloc?’’, Asian Business and Management 1, pp. 19–37, at p. 24.

12. Another reason why Japan has to rely on an EPA that includes a broad agenda is to
maintain a balance of benefits with partner countries. ASEAN countries have much
higher tariffs than Japan, and the abolition of already low tariffs in Japan is not attractive
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enough for ASEAN countries. Interview, Ministry of Economy, Trade and Industry
(METI), 24 June 2005.

13. Cai, Kevin G. (2003) ‘‘The ASEAN-China Free Trade Agreement and East Asian
Regional Grouping’’, Contemporary Southeast Asia 25(3), pp. 387–404, at p. 396; Shi,
Jinping (2005) ‘‘Chinese Intentions for the Free Trade Agreement with ASEAN’’, MA
thesis, Aoyama Gakuin University, p. 17.

14. For the broader role of the United States in East Asia, see the chapter by Higgott and
Timmermann in this volume.

15. The idea of an EAEG was put forward by Mahathir during his talks with Chinese Pre-
mier Li Peng in Kuala Lumpur in December 1990. The US objection did not become
clear until October 2001 when Carla Hills, US trade representative, declared that the
United States was opposed to the idea of an EAEG. In a face-saving gesture, ASEAN
agreed instead to form an EAEC to ‘‘discuss common concerns’’. Hoon, Lim Siong
(1991) ‘‘Hills Says Asian Trade Bloc Is Now Less Likely’’, Financial Times, 11 October,
p. 3. For a more complete analysis of the conflict over the EAEG/EAEC, see Muna-
kata, Naoko (2006) Transforming East Asia: The Evolution of Regional Economic Inte-

gration, Washington, DC: Brookings Institution, pp. 71–76.
16. In the early years of APEC, the United States preferred reciprocal trade liberalization

while Asian countries were opposed to preferential trade agreements in APEC. The
compromise was the mantra of ‘‘open regionalism’’. See Munakata, ibid., pp. 82–83.

17. Fred Bergsten argued that the (mis)perception formed in Asia after the financial crisis
was that ‘‘they were both let down and put upon by the West’’. Hence ‘‘East Asia has
decided that it does not want to be in thrall to Washington or the West when trouble
hits in future.’’ See Bergsten, Fred (2000) ‘‘Towards a Tripartite World’’, The Econo-

mist, 15 July, US edition, pp. 20–22.
18. On the Chiang Mai Initiative, see the chapter by Pempel in this volume.
19. Oorjitham, Santha (2000) ‘‘ASEAN+3¼‘EAEC’: Building Ties Across the Region’’,

AsiaWeek, 15 March, available at www.asiaweek.com/asiaweek/foc/2000/03/15/.
20. ‘‘Enterprise for ASEAN’’, fact sheet, White House, Office of the Press Secretary, Wash-

ington, DC, 26 October 2002, available at www.state.gov/p/eap/rls/14700.htm.
21. Finally, in November 2005, the United States and ASEAN agreed to start negotiating a

trade and investment framework agreement (TIFA), which, in US trade strategy, is a
precursor to a full-fledged FTA.
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13

Firebreak: East Asia institutionalizes
its finances

T. J. Pempel

A series of recent developments in Asian capital and trade markets pose
new puzzles for observers of Asian regionalism. Essentially, a sequence
of steps have been under way since 1999–2000 that create or deepen a
number of Asian regional institutions in the financial arena. These devel-
opments demand attention for at least three reasons.

First, all of them imply moves towards the once-rejected poll of
‘‘closed regionalism’’ typified by proposals for an East Asian Economic
Caucus (EAEC). Rejection of the closed nature of the EAEC and the
embrace of ‘‘open regionalism’’ were marked by the creation of the Asia
Pacific Economic Cooperation (APEC) forum, which had its first meeting
in Canberra on 6 November 1989, and the ASEAN Regional Forum
(ARF), which was created in 1993. Such institutions indicated that Asia
was opting for porous borders as it sought to strengthen its own regional
connections. More recent actions, however, suggest that the countries of
Asia are becoming more internally cohesive while systematically exclud-
ing non-Asian participants. These new institutions thus raise the question
of whether and why regional actors seem to be moving away from their
earlier embrace of openness in favour of something more regionally
autarkic.

Second, recent moves are enigmatic, because they fly in the face of
Asia’s long-standing reluctance to institutionalize. Europe and the Euro-
pean Union have moved towards ever-deeper institutionalization and
legalization while Asia has long relied on informal networks and ad hoc
collaboration. That the legalized and formalized European situation is

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann

and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8
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unusual in comparative perspective must be acknowledged.1 Neverthe-
less, Asia has been far from ‘‘unlinked’’. Numerous connections across
Asia have been developed since the mid-1980s through cross-national
production networks, cross-border investments and intra-regional trade,
all of which have resulted in greater regional integration. But closer ties
through such informal, bottom-up market mechanisms were long un-
matched by formal, top-down governmental institutions.2 Now, however,
Asia’s previous predisposition towards informality is changing in the di-
rection of more formal and institutionalized connections, particularly
within the area of finance.
Third and finally, Asia’s new institutions include not just the countries

of Southeast Asia, which since 1967 have been cooperating through
ASEAN; they also weave in the three Northeast Asian countries of
China, Japan and the Republic of Korea. For most of the post-war period
all three were highly nationalistic and largely resistant to regional institu-
tions that went beyond informal networking. Particularly in recent years,
political and diplomatic relations among these three have been marked
far more by distrust and recriminations than by growing warmth and a
common agenda. It remains to be seen whether regional institutions in
finance and economics will spill over, inspiring enhanced cooperation in
the more problematic areas of diplomacy and security. But that these
three countries have been willing to enter into relatively intimate and in-
stitutionalized regional arrangements may portend more enhanced coop-
eration among the powers of Northeast Asia than has been evident in
their highly publicized and defamatory public statements and public rela-
tions jousting. At a minimum, recent events indicate that ‘‘Asian region-
alism’’ is now weaving together both Northeast and Southeast Asia,
whereas before it was only Southeast Asia that was linked through for-
mal institutionalized arrangements.
This chapter examines several recent Asian regional developments in

the context of these puzzling questions. The key organizations examined
are ASEAN Plus Three (APT) (and most particularly the Chiang Mai
Initiative, CMI, that has developed a series of currency swap arrange-
ments under APT auspices); the Asian bond markets; and recent bilateral
and multilateral free trade agreements (FTAs). This last item is a less
self-evident indicator of the puzzles noted above, but, as the chapter
hopes to show, many of these trade agreements work in ways similar to
the CMI and the bond markets. Collectively, they provide a new set of
regional ‘‘firebreaks’’ against the possible fires of global capital move-
ments. But they also suggest strongly that increased Asia financial and
monetary cooperation may be less motivated by any implied search for
regional exclusivity than is suggested by the dichotomy between ‘‘open’’
and ‘‘closed’’ regionalism, or regional cooperation as ‘‘building block’’ or
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‘‘stumbling block’’. Asian regional cooperation may well enhance the
area’s collective global influence in ways that do not attempt to decouple
the region from the rest of the world, but instead muster the region’s col-
lective economic resources to bolster the region’s collective influence
over global finance and within global institutions. Just as a firebreak
does not involve any efforts to destroy an entire forest, so too recent
Asian efforts are meant largely to prevent the worst dangers of the larger
forest from sweeping destructively over the Asian region.

The chapter proceeds in four sections. The first reprises the low levels
of regional connectedness prevailing across Asia for most of the twenti-
eth century, and underscores the deep historical legacies that once im-
peded closer Asian ties. It also examines the somewhat limited moves
towards enhanced regional economic connections that expanded in ear-
nest during the mid-1980s. These were largely informal and market-
driven, and hence were quite ‘‘open’’ to connections beyond Asia. It
shows how the limited number of more formal regional institutions to
which Asian countries belonged were also predominantly structured to
ensure pan-Pacific, inclusive, ‘‘open regionalism’’.

This is followed by a brief section on what the author believes was the
major catalyst for the most recent moves, namely the Asian economic
crisis of 1997–1998. It analyses why so many political and economic ac-
tors in Asia came out of the crisis having concluded that existing institu-
tions were inadequate to meet any potential future economic crisis in the
region.

A third section examines the recent moves in finance and trade noted
above, along with a discussion of how these are expected to overcome
existing problems in the global financial and trade architecture. It notes
how embryonic these various measures remain: Asia still lacks powerful
institutional mechanisms through which to act in a regionally cohesive
manner. Nevertheless, these institutional seeds have at least the potential
to blossom into much richer and more powerful bodies over time. For the
moment, recent changes suggest a deeper and more cohesive regional-
ism, albeit one that remains embryonic. But the author believes they de-
serve investigation and monitoring as possible indicators of what may
eventually prove to be more substantial shifts.

A final concluding section examines the still-competing pulls for many
Asian governments between erecting closed regional firewalls against
purportedly hostile global forces, particularly in finance and economics,
and the sheer economic and security dependencies that most Asian
countries continue to experience on forces outside the region. In addition,
it underscores the ways in which moves in finance have not been paral-
leled by moves in more demanding areas such as diplomacy or security.
The result is an as-yet-unresolved, and potentially unresolvable, tension
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between the centripetal forces of Asian regionalism and the centrifugal
forces of pan-Pacific globalization.

The legacy of Asia’s regional ties

For most of the twentieth century deep chasms kept the countries of Asia
from taking much collective action. At first this reflected the legacy of
nineteenth-century imperial conquest. The separate empires of France,
Great Britain, the United States, the Netherlands and Portugal absorbed
all but two Asian countries, Japan and Thailand, leaving the region with
few comprehensive connections. Japan made its unsuccessful bid to unify
the region militarily during the 1930s and 1940s. Then, with the end of
these colonial empires following the Second World War, most of Asia’s
newly independent countries confronted the daunting task of generating
national unity. Few leaders moved to enhance Asian regional ties in the
face of such overwhelming domestic problems.
To the extent that leaders of these countries looked beyond domestic

agendas of nation building, they typically joined multilateral or global
bodies, such as GATT, the IMF and the World Bank, established in the
aftermath of the Second World War, rather than forging more narrowly
regional institutions.
Also impeding regional links were the fissiparous forces of the Cold

War. Most Asian countries felt compelled to side with either the United
States and its allies or the Soviet Union and its. Several unquestioned
anti-communist regimes, such as those of Japan, the Republic of Korea,
Thailand, Taiwan, Australia and New Zealand, entered into explicit bi-
lateral security relationships with the United States. Tentative and often
loose ties also existed among pro-communist regimes, including the
DPRK, China, Viet Nam and the USSR. A few regional countries such
as Indonesia worked hard to create a global movement of non-aligned
countries. The cumulative effect of these competing pulls was, however,
to continue to leave the Asian region highly fragmented for much of the
early period following the Second World War. Divisions were especially
strong in Northeast Asia, where Korea was partitioned, Japan was Amer-
ica’s closest ally and China and its market were frozen out of ties to most
of America’s allies until the normalization of China’s relations with the
United States and Japan in the 1970s.
The countries of Asia eventually began to overcome some of these

divisive historical legacies. Most notably, the Association of Southeast
Asian Nations (ASEAN) was formed in 1967 by five of that area’s major
players – Indonesia, Malaysia, the Philippines, Singapore and Thailand.
ASEAN was, however, thinly institutionalized and operated only
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through a process of slow-rolling consensus building. Nevertheless, with
time it added new members and expanded its agendas, so that today it
has become something of a regional stalwart in the much larger and still
divided East Asia.3 Other formal regional organizations began to criss-
cross Asia; but for the most part these were demonstrably ‘‘open’’ organ-
izations with memberships drawn from both sides of the Asia-Pacific.
Asia’s external boundaries remained highly porous, in the phrasing of
Peter Katzenstein.4 As such they reflected the reality that virtually all
Asian countries remained highly dependent on US markets for their
own exports, while not a few also looked to US military guarantees for
their own internal security as a regional counterweight to Japan and
China.

Far more powerful, though primarily informal, in weaving networks
across the Asian region were private financial institutions and corpora-
tions. Many of the once domestically focused corporations and investors
of Japan, and later South Korea and Taiwan, driven heavily by the in-
creased values of their currencies following the Plaza Accord of 1985, ex-
panded operations beyond their once nationalized production to create
larger regional production and investment networks. Corporations in
Southeast Asia, particularly Hong Kong and Singapore, did the same,
though with different organizational patterns and subregional targets.5
As a result, networks of intra-Asian investment and trade exploded.

The overall picture of Asian regionalism by the mid-1990s was thus
twofold. On the one hand, the predominant connections across Asia re-
mained bottom-up and market-driven. They centred on ever more dis-
jointed and segmented networks of production, investment and trade
that were responsive largely to corporate market opportunities. As such,
though not completely independent of political and governmental consid-
erations, they involved predominantly connections that had been devel-
oped and sustained with minimal government involvement. The second
trait was one of openness, particularly among the few formal institutions
that had been created to include Asian countries on a selective basis
(as opposed to such global bodies as the WTO and the IMF). The key
regional organizations were created in ways that reflected the ongoing
dependence of most of Asia on the United States (and to a lesser extent
Western Europe) for both markets and defence.

Asians rethink regionalism: The crisis of 1997–1998

The Asian crisis of 1997–1998 stimulated Asian political and economic
élites to engage in a dramatic reappraisal of their previous thinking about
financial institutions and regionalism. The events surrounding the crisis
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of 1997–1998 have been subject to widespread analysis.6 As will be
remembered, the currencies first of Thailand, then Indonesia and subse-
quently several other Asian countries, including South Korea, underwent
sustained speculative attacks, largely through foreign exchange markets.
In all cases the Asian currencies plummeted dramatically in value. Un-
happy over what it saw as the global (and particularly American) non-
response to the first of these crises – that in Thailand – Japan proposed
a $100 billion Asian Monetary Fund (AMF), with approximately half of
the funds to be contributed by Japan. The fund would have provided
rapid short-term liquidity to the affected countries. The United States,
China and the IMF all opposed the Japanese proposal. To varying de-
grees these opponents feared that such an institution might challenge
the primacy of the IMF, create problems of moral hazard and dramati-
cally enhance Japan’s regional influence. But the United States and other
critics offered nothing in its place to mitigate the burgeoning crisis, let
alone ensure against future crises. In the end the IMF provided bail-out
funds to the most seriously affected countries, but all IMF monies came
with ‘‘conditionality’’ that typically required the recipient governments
to undertake substantial changes in their national budgets as well as
their long-standing domestic financial arrangements and relations with
business.
The short-term results proved disastrous in both financial and human

terms. Local stock markets lost well over half their value, currencies
depreciated dramatically, macro-economic growth stalled and unemploy-
ment escalated astronomically. In exchange for promises of fiscal auster-
ity, the recipient countries underwent price liberalization that more than
doubled the prices of staples such as rice, and eliminated most restric-
tions on movements of foreign capital in or out of these countries. Hun-
dreds of billions of dollars of hard currency reserves that had taken
decades to accumulate were eliminated in a matter of months.
Analysts in the West typically focused on the internal deficiencies in

the Asian financial markets and on government-market relations that
had contributed to the crisis: too much cronyism, too little banking re-
form, too little transparency, not a hearty enough embrace of laissez-faire
principles and the like. Throughout much of Asia, in contrast, the pre-
ponderant explanations for the crisis centred on short-term liquidity
problems that could have been solved through the Japanese proposal for
an AMF or other mechanisms less disruptive of domestic strategies.
The financial crisis that swept across Asia, along with the economic

devastation that came in its aftermath, revealed in stark terms Asia’s con-
tinuing dependence on, and vulnerability to, events, powers and institu-
tions beyond its collective borders. Asia remained deeply enmeshed in
the basic world order dominated by the United States. Meanwhile, the
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inability of existing regional organizations such as ASEAN and APEC
to intervene successfully to stem the crisis – or even to offer meaningful
advice – combined with the general reluctance of many relatively well-
off Asian countries to use their domestic resources to ‘‘bail out’’ their
less well-to-do neighbours, collectively underscored the extent to which
existing regional ties did little to trump national self-interest. APEC
became increasingly irrelevant to Asian leaders,7 while ASEAN was
too narrow in its membership to include those Asian countries with the
largest foreign reserves.

New financial institutions: Erecting Asian firewalls?

Since 1997–1998 voices within Asia demanding closer regional coopera-
tion have grown louder and more persuasive. Various initiatives have
been taken in a range of areas. For example, Japan’s Nihon Keizai Shim-
bun holds regular conferences on ‘‘The Future of Asia’’, and specific
Asian groups, such as political parties, have taken to meeting regularly.
It is explicitly in the areas of finance and monetary cooperation, however,
that the most important manifestations of a deepening commitment
to closer and more institutionalized cooperation have been taking place.
Of particular note are three specific developments: the Chiang Mai
Initiative; the development of Asian bond markets; and the creation and
expansion of bilateral and multilateral FTAs.

Financial integration through ASEAN Plus Three and the
Chiang Mai Initiative

The global financial and trade architecture is most notably embodied in
the IMF, the World Bank and the WTO. These institutions and the basic
rules of the global financial and trade architecture were put in place pri-
marily by the United States and secondarily by the European victors in
the aftermath of the Second World War. As such these institutions re-
flected the interests of these countries and the global power balance at
that time. They demonstrated little, if any, sensitivity to either the inter-
ests of the poorer countries of the world or the probability that relative
financial strengths of different countries might change over the subse-
quent 60 years.

In the aftermath of the Second World War the United States used its
material and ideational preponderance to establish the Bretton Woods
and GATT systems along with supporting infrastructures, including the
IMF and the World Bank. To be sure, the United States saw these
institutions as compatible with its own national interest, yet America’s
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national interests were defined in terms of ‘‘generous multilateralism’’.
Other countries, particularly those devastated by the war or confronting
overwhelming developmental odds, were consequently anxious to sign on
to the US agenda. As has been widely noted, the United States became
the guarantor of last resort for the new financial multilateralism. The US
dollar served as the currency of last resort – pegged to gold and redeem-
able at $35 per ounce – giving stability to global exchange rates and
paper currencies worldwide.
A critical turning point for the IMF came in 1971 when the United

States, under Richard Nixon, closed the $35-to-the-ounce gold window,
effectively abandoning the Bretton Woods system of fixed exchange
rates. Since that breakdown of Bretton Woods, dollars have replaced
gold as the international reserve currency. Furthermore, as the 1970s ad-
vanced the United States began to use the G7 and the G10 as vehicles for
stabilizing the global economy. In addition to marginalizing the IMF, this
process undermined the institution’s standing in the United States and
signalled to other IMF members and officers that the organization’s
status and role in the world economy would depend on the uses to which
the United States might choose to put it.
The current power of the IMF is enormous. Its resources are over $300

billion and its mandate has expanded. Today its actions exert a strong in-
fluence on the wage, taxation and public expenditure policies, public sec-
tor prices and tariffs, privatization and exchange regime trade policies of
most nations. But since the 1970s the IMF’s role has changed from man-
aging exchange rate stability among the developed world to ensuring
financial rectitude throughout the developing world. And the IMF’s defi-
nition of ‘‘financial rectitude’’ continues to reflect its strong internal ideo-
logical commitment to neo-liberal economics. Challenges to neo-liberal
economic orthodoxy have largely been viewed as economic dysfunction-
ality. Key to the new IMF role was ‘‘structural reform’’ of the financial
systems of developing countries, aimed at forcing them into conformity
with neo-liberal economic institutions. Not at all coincidentally, such
structural changes were frequently in direct conflict with the core eco-
nomic principles that had catalysed growth in much of Asia.
The general problem of an allegedly global institution disproportion-

ately responsive to the influence of a single member was exacerbated as
the economies of Asia surged. As Asia’s collective economies grew at
a more rapid pace than those of the rest of the world, global institutions
became progressively reflective of that expanding economic weight.
Existing international economic institutions failed to provide East Asia
with an expanded role consistent with its new economic muscle. The
United States and the European Union dominated GATT and continue
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to dominate the WTO, the IMF and the IBRD, leaving both larger and
smaller Asian countries grossly underrepresented.

The implications of this architectural power imbalance were masked or
ignored during Asia’s high-growth period. The Asian economic crisis of
1997–1998 changed all that. The crisis made it clear that private capital
flows, which had expanded greatly during the 1980s and 1990s, could
change direction on a dime, with devastating effects for national econo-
mies, including in this particular case the national economies of many
countries in Asia.8

In 1997–1998 the IMF worked closely with the US Treasury to set the
conditions for loans to currency-stricken countries. Following the crisis
the realization deepened across Asia that intervention by the United
States and the IMF represented an extreme example of what Daalder9
has called ‘‘gratuitous unilateralism’’: they used their respective institu-
tional powers to the disadvantage of the Asian countries whose curren-
cies were under attack, as well as those countries, most especially Japan,
that attempted to provide a measure of rapid currency relief. Asia’s col-
lective capacity to shape the conditions for settlement of what was largely
a region-specific problem proved to be minimal.

Just as influential on Asian thinking was the realization that not all
countries in Asia were equally subject to currency meltdowns. Taiwan,
Singapore and China all had extensive foreign reserves. Moreover, both
Taiwan and China had far greater restrictions on the convertibility of
their currencies than did the troubled economies. Significantly, all three
emerged from the crisis relatively unscathed. And Malaysia, which intro-
duced currency controls rather than request IMF help, also weathered
the storm relatively better than its neighbours. Perhaps even more impor-
tantly, hindsight revealed that collective Asian foreign reserves would
have been more than sufficient to have obviated the need for specific
IMF assistance, had those reserves been collectively mobilized. For
many Asian élites, the crisis made it unavoidably obvious that economic
security was at least as critical as the military security of their national
borders. The collective response was to circle the intra-Asian wagons
against what were presumed to be hostile forces from outside, in a collec-
tive effort to reduce collective vulnerabilities.

The most immediate response came with the Chiang Mai Initiative
(CMI) of 6 May 2000. The CMI evolved from activities in November
1997. At that time, the ASEAN leaders invited their counterparts from
Japan, China and Korea to the ASEAN summit meeting in Kuala Lum-
pur. That group met as ASEAN+3 (APT) the following year in Hanoi,
where China proposed that deputies from their finance ministries and
central banks meet regularly for financial cooperation. In May 2000 the
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APT finance ministers met in Chiang Mai, Thailand, and announced the
CMI.10
Essentially, the ministers sought to utilize the APT forum to foster

greater cooperation in several areas: monitoring capital flows, regional
surveillance, swap networks and training of personnel. These broad areas
of cooperation took explicit form in the CMI, which led to a series of bi-
lateral currency swap arrangements. The swaps involved a collective ef-
fort to take better advantage of intra-Asian capital and foreign reserves
so as to reduce the likelihood of any repeat of 1997–1998 and also to
keep Asia more independent of loan conditionalities imposed by global
organizations such as the IMF. Pooling the reserves of participating coun-
tries through a network of credit lines and swap arrangements was seen
to be an obvious solution to the rapid flow of private money into, and
then out of, Asia that had contributed so significantly to the crisis of
1997–1998. Presumably such arrangements, if made on a regional basis,
would have the additional benefit of being closer to the countries of the
region and having a greater understanding of and sensitivity to their
particular economic and social conditions.
In its initial iteration the CMI had two parts: an expanded ASEAN

swap arrangement (ASA) among the 10 ASEAN countries and a net-
work of bilateral swap arrangements (BSAs) among the ASEAN coun-
tries, China, Japan and the ROK. Essentially, swap arrangements
involve short-term loans at affordable interest rates (150 basis points
above LIBOR) to provide liquidity during any run on a country’s foreign
exchange reserves. Usually this involves swaps of US dollars for the
domestic currencies of the participating countries (though the China-
Japan swap is in yuan-yen), with the maximum amount that can be drawn
determined through bilateral negotiations.
It is important to note that the collective foreign reserves held by the

APT countries have ballooned to nearly $2.5 trillion, roughly two-thirds
of the world total and up from about $1 trillion in 2001. Even a small
amount of these resources, if mobilized collectively, would be greater
than what would be available to many of the countries through multilat-
eral financial institutions.11 Not surprisingly, given the stakes involved,
the CMI and its format were controversial and required extensive com-
promise. During the meetings in Kuala Lumpur, the IMF was fully in-
volved in the negotiations. Pressure from the United States and the IMF
ensured that proposals for a Japan-style Asian Monetary Fund were
watered down to the swap arrangements that eventually emerged. In ad-
dition, only a fraction of the region’s financial assets were committed to
the swaps, and with the exception of a relatively small 10 per cent of the
maximum drawing, other swaps remained compatible with compulsory

252 PEMPEL



IMF linkages, ensuring that crisis management rules remained dispropor-
tionately under global, rather than regional, discretion.

The various Asian participants in the CMI also carried with them
different national agendas. Japan, for example, was extremely active in
negotiating BSAs. South Korea and China have also been strong propo-
nents. Singapore and Brunei, in contrast, have been more sceptical of the
entire process, assuming that any BSAs would be one-way streets in
which they and other richer Asian countries would be asked to provide
liquidity for their more stricken neighbours.

Yet many such national differences were suppressed, or bypassed, as
the CMI went into effect. Uniting the countries that participated was the
spirit behind the comment of Il Sakong, chairman of the Korean Institute
for Global Economics, who said: ‘‘We need some kind of defence mech-
anism. Since not much is expected to be done at the global level, some-
thing should be done at the regional level.’’12 When the CMI originally
went into effect, considerable stress was placed, by those who wished to
show how little change it represented, on the limited amounts of money
involved in the swaps, as well as on the requirement for most swaps to be
congruent with IMF regulations. This message, however, ignores the fact
that collective Asian monetary collaboration had gained substantial trac-
tion and was itself a new development.

Moreover, the BSAs have expanded in scope. By early 2005 some 16
BSAs had been organized under the CMI, totalling $39 billion. Then at
the eighth meeting of APT finance ministers in Kuala Lumpur on 5 May
2005 it was agreed to double the amounts in existing swap arrangements,
raising the total to $80 billion. Further, the finance ministers’ meeting on
5 May 2007 agreed ‘‘in principle’’ to mulitlateralize the CMI through a
reserve pool and a single contractual agreement for the drawing of funds.
Such an arrangement, moving from a series of bilateral swaps to a more
comprehensive reserve pool with a single contractual agreement, would
centralize and multilateralize the entire arrangement.

Impediments to Asian financial integration are nonetheless quite nu-
merous. At least as important as absolute amounts committed to BSAs
is the fact that monitoring and surveillance mechanisms are still not in
place. Vital to such mechanisms are of course information sharing and
coordination, but most critical are assurances of structural and policy re-
forms in the countries likely to draw from the BSAs. Even as late as the
May 2007 meeting, little progress had been made on such transparency.
Until such time as an independent regional monitoring and surveillance
unit is created as part of the CMI, it will be difficult to speak meaning-
fully of a serious regional financial institution having substantial indepen-
dence from the IMF. Equally importantly, the member countries differ
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over whether the CMI is to serve as a regional liquidity support system to
back up the IMF or as the keystone in a regional financial and monetary
system. Certainly, China and Japan appear to have different long-term vi-
sions for the CMI. Nor is it clear whether membership is fixed at the cur-
rent 13 countries, or if it might be expanded to include Australia, New
Zealand and possibly Taiwan. Even more complicating since the East
Asia Summit (EAS) begun in 2005 is whether India or even Russia
(which attended as an observer and has asked to join the next EAS)
might become participants.
Despite all these limitations, the CMI has put enhanced monetary au-

tonomy into the hands of Asian policy-makers. Given the devastation of
1997–1998 and the relatively rapid expansion of the BSAs, it would be a
mistake to ignore the probability that current arrangements will lead to
participating countries becoming increasingly interdependent, with po-
tentially deeper levels of trust, and, as cooperation intensifies, weaning
themselves from IMF dependency. In these ways some form of regional
monetary and financial system is likely to evolve.13 Equally importantly,
Asia’s collective influence within the global monetary architecture is
likely to be enhanced. And that may well be at least as important an
achievement.

Asian bond markets

The most advanced economies in Asia have also moved to develop Asian
bond markets as an additional mechanism to promote financial stability
in the region and reduce Asia’s links to, and consequent dependence on,
the US dollar for financial reserves, currency baskets and international
transactions. At the heart of the problem is the effort to mobilize regional
savings for regional investment. Bond markets denominated in local cur-
rencies allow Asian borrowers to avoid the ‘‘double mismatch’’ problem
that arose in 1997–1998: borrowing short in foreign currency (mostly dol-
lars) and lending long in domestic currencies. So long as exchange rates
were stable, or better yet the foreign currencies were weakening, that
was a highly profitable situation. Its drawbacks became clear when ex-
change rates were reversed.
As noted above, many of Asia’s central banks are now awash in liquid-

ity. The countries of Asia now account for 70 per cent of global foreign
exchange reserves, compared to only 30 per cent in 1990 and 21 per cent
in the early 1970s. These reserves have also been expanding rapidly, par-
ticularly since the crisis of 1997–1998. Large portions of these monies
have been invested in US-denominated Treasury notes, the dollars in
turn flowing back to Asia as portfolio and foreign direct investments.
The costs of this round-tripping, as shown by the yield spread between
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US Treasuries and Eurodollar and global bonds issues by Asian econo-
mies, are estimated by CFC Securities to be about 2 per cent.14 Using
a portion of the collective Asian surplus to support direct borrowing
within Asia in local currencies – effectively cutting out the middleman –
promises to provide more diversified outlets for investing Asia’s huge
surpluses. Additionally, a local bond market would give Asian borrowers
relatively direct access to capital markets and investors, thereby freeing
them from their long-standing dependence on bank borrowing.

A related problem concerns simply the growing US current account
deficit. Today, Asian central banks hold approximately $1.5 trillion in
US dollar-denominated reserve assets. Most of the world’s international
reserves come into existence as a result of this American current account
deficit, which grows at the rate of $1 million a minute. In 2007 the deficit
was larger than it has ever been – nearing $800 billion, almost 7 per cent
of US GDP. The combined international reserves of the countries with a
current account surplus increase by more or less the same amount as the
US current account deficit each year. So central bankers, particularly in
Asia, must worry not only about their existing stockpile of dollar re-
serves, but also about the flow of new US dollar reserves they will con-
tinue to accumulate each year so long as their countries continue to run
a surplus on their overall balance of payments. With the depreciation of
the dollar as an ongoing worry, Asian central bankers have been scram-
bling to find alternative, non-dollar-denominated investment vehicles in
which to hold their countries’ huge reserves. They are a long way from
agreeing on any single alternative Asian currency. But in the interim
they have opted for the development and enhancement of an Asian
bond market (ABM).

On 2 June 2003 the Executives’ Meeting of East Asia and Pacific Cen-
tral Banks (EMEAP) announced the establishment of an Asia Bond
Fund (ABF). The maiden launch of the ABF involved a group of 11
Asian central banks and an initial size of US$1 billion. The objective
was for these central banks to invest part of their international reserves
in a basket of US dollar-denominated bonds of Asian economies. Mean-
while, a second initiative began with the APT finance ministers’ meeting.
They opted to develop a local-currency bond market, including a re-
gional clearing and settlement system, a bond rating agency, a trading
system and so forth.15

The ABF provides an alternative investment channel for Asian central
banks, which have traditionally invested heavily in US Treasury bonds,
with a total holding worth over US$1 trillion. The development of an
ABM, including the issuance of bonds dominated in a basket of local cur-
rencies, will also facilitate the flow of savings and investment within the
region and enhance regional financial development and integration.
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A second ABF (ABF2) was created during the week of 5 May 2005.
This fund, unlike the first which was denominated in US dollars, is based
on a basket of regional currencies, thus taking another early but substan-
tial step towards creating a grid of currencies that could form the basis of
an Asian monetary system similar to the European monetary system.
ABF2 consists of a pan-Asian bond fund – renamed the ABF Pan-Asia
Bond Index Fund (PAIF) – plus eight single-market bond funds.16
ABF2 is a $2 billion fund, split equally between the PAIF and the eight
single-market funds. It allows investments in denominations as small as
$1,000, making it relatively easily accessible to even small investors. But,
of course, it is also accessible to much larger borrowers.
Among others, the Asian Development Bank has committed to the

promotion of the regional bond market through active issuance in the re-
gion. A number of APT countries have moved to open their own local
currency bond markets to foreign investors. Participation by MNCs in
domestic bond markets should deepen and develop these local markets.
As yet, bond markets have not actually been established in several of

the APT countries, most notably Cambodia, Laos and Myanmar. But
other countries in the region have well-developed markets, and, with the
addition of the regional market, countries now lacking such bond mar-
kets can gain access both to regional capital and also to models for their
own internal development.
In sum, an active Asian bond market seeks to overcome the disadvan-

tages of the long-standing ‘‘reverse flow’’ of capital – where money flows
through New York or London. Additionally, it is a mechanism by which
the major economies of Asia become linked to one another, reducing
their dependence on US dollar-denominated networks. Eventually, an
expanded ABM holds the potential to become a critical underpinning to
the development of an Asian currency (or currency basket) that might
rival the dollar and the euro as reserve currencies. Such a development,
however, is a long way off. At its current level, the ABF remains quite
small and below cumulative Asian needs for private capital. But to the
extent that Asian bonds form a new, explicitly Asian, market relatively
independent of US and IMF influences, it suggests one more movement
away from earlier patterns of Asian financial dependence on the United
States.

Intra-regional trade agreements

One final example of moves that challenge existing global institutions
and enhance Asian monetary, financial and trade integration can be
found in the emergence of various free trade pacts that have recently
been forged among a limited number of Asian countries. Bilateral FTAs
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increased in number among many states worldwide in the 1990s. For the
most part Asian countries did not participate in this expansion, relying
instead on global trade agreements negotiated in conjunction with the
WTO. Since then, and particularly since the collapse of the Doha Round
in September 2003 in Cancun, there has been an explosion in the number
of bilateral, regional and other preferential free trade pacts. In many
cases, the new FTAs represented a substantial shift in national policy
from multilateralism to bilateralism or regionalism.

Bilateral pacts have entered into force, for example, between Singa-
pore and Japan, South Korea and Singapore, and China and Thailand.
Numerous pacts are in negotiation between Japan and Thailand, the Phil-
ippines and Malaysia. Furthermore, ASEAN has its own free trade area
(AFTA), which began in 1993, and a larger pact has been signed between
China and ASEAN. Japan has indicated that it would be interested in a
similar pact with ASEAN. A host of additional proposals for various
mixes of trade partners have been offered by different governments, in-
cluding proposals for a Korea-Japan-China pact. In most instances the
trade pacts go beyond the usual lowering of formal tariff barriers, com-
mitting the partners to various steps encouraging foreign direct invest-
ment, distribution networks, technology sharing, immigration and other
items.17

Such a wave of established and proposed arrangements suggests one
further mechanism by which the governments of Asia are becoming
more active in regional finance and trade, more focused on expanding
collective Asian controls and less dependent on existing global institutions.
As with the CMI and the bond markets, these bilateral FTAs are creating
intra-Asian arrangements that are top-down, institutionalized and (for the
most part) region-specific. FTAs will also stoke regional integration in
trade and investment, which in turn would provide an additional incen-
tive to step up exchange rate cooperation, since any serious currency
fluctuation could wreak havoc with trade and investment activities.

At the same time, the notion that the Asian region has turned inward
economically should not be overdone. The bilateral swap arrangements,
despite their Asian focus, still involve relatively small financial commit-
ments and remain largely congruent with IMF conditions. But they en-
hance Asian monetary influence, including within the IMF. Importantly,
as a counter to notions of some purported Asian exclusivity, many of the
bilateral trade pacts negotiated by Asian countries reach beyond the re-
gion, including Mexico, Chile, New Zealand and others. Furthermore,
Chinese and Taiwanese accession to the WTO early in 2002, combined
with the unmistakable dependency on non-Asian markets by virtually all
the major exporting countries of Asia, make it improbable that the region
is working towards, or would want to work towards, regional isolation or
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autarky as a viable long-term strategy. Continued economic viability re-
quires that most of Asia should continue to embrace some version of
‘‘open regionalism’’ and involvement with the global financial system.
At the same time, the balance between ‘‘open’’ and ‘‘closed’’ regionalism
has definitely shifted within the financial arena in Asia, providing more
mechanisms by which Asian leaders are looking collectively to one an-
other, rather than to the West, to provide important solutions to many
of their future problems. And as that process proceeds, Asia’s collective
weight in influencing global financial decisions grows as well.

Conclusion

The evidence above makes it clear that since the economic crisis of 1997–
1998 many governments across Asia have begun to deepen their formal,
institutional and region-specific ties to one another. This has been partic-
ularly true in the areas of finance and, to a certain extent, trade. Clearly,
this evidence provides support for claims that Asia is becoming more
formally institutionalized and more closed as a result. Yet, at least as
importantly, all recent moves have been somewhat tentative and embry-
onic. They might well lead to little or nothing in the way of substantial
structural changes. But equally as plausible, they hold the potential to
be the first steps in a process of deepening intra-Asian institutionaliza-
tion. And given the legacy of the crisis of 1997–1998, a strong and com-
mon negative experience is driving Asian leaders to act collectively in
creating regional firewalls to prevent a recurrence of any disasters caused
by free-floating ‘‘hot money’’ and global financial markets. And together
Asian governments are operating to enhance their collective influence
within the global financial arena.
At the same time, nationalist sentiments remain deep and vituperative,

particularly across Northeast Asia. The residues of historical conflicts,
deeply embedded nationalism and domestic political considerations have
left Japan, the Republic of Korea and the PRC reluctant to consider
closer regional security and diplomatic ties. If these countries have
moved towards a certain measure of intra-Asian cooperation in finance,
they have certainly not done so in diplomacy or security.18 And it is cer-
tainly clear that growing economic and financial interdependence still
leaves Asia a long way from having created any comprehensive regional
partnership. It may do so, as Ming Wan19 has contended, by mitigating
conflict and transforming the security order in Asia, but the process is at
best slow in its evolution.
Security links across the Pacific remain extremely strong, underscoring

the fact that Asian regionalism in finance and economics is far from being
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a trend that encapsulates all policy areas and all relationships. The US-
ROK alliance has been somewhat problematic since President George
W. Bush took office in the United States and Presidents Kim Dae-jung
and then Roh Moo-hyun have been in office in Korea. Still, the military
alliance remains a key component in the strategic thinking of both coun-
tries; and the bilateral KORUS FTA may bolster these ties. Bilateral
closeness is even truer of the US-Japan relationship. And China, while it
continues to be viewed through competing lenses by various American
policy-makers, has won a measure of US appreciation for its cooperation
with US aims in dealing with North Korean nuclear problems through
the Six-Party Talks, as well as its broader support in the so-called ‘‘war
against terror’’. In these and other ways it is difficult to envision regional
security relations in Asia developing in ways that freeze out active and
regularized US participation.

These broader links to the United States – as well as the entire global
arena – are equally true in economics and finance. Intra-Asian connec-
tions that are developing in these areas will at best enhance, not replace,
Asia’s ties to the broader international sphere.

For the moment, developments in Asia appear to be moving forward
on two rather separate tracks with overlapping regionalisms in different
functional areas. Regional ties are becoming more institutionalized,
closed and intra-Asian within many areas of finance and trade, while at
the same time remaining both regionally fissiparous and linked to the
United States in the security arena. It is easy, but mistaken, to overdo
the potential parallels between Asia and the European Union. In many
respects, the current situation in Asia involves the kinds of mixed bound-
ary arrangements that were represented by the ECSC, which eventually
led to the European currency union on the one hand and NATO on the
other – institutions that were exclusively European in membership in one
area, but open to inclusion of the United States and other non-European
states in security. Just how these early Asian experiments with financial
‘‘firebreaks’’ will eventually unfold, and what forms of Asian regional
linkage emerge from them, remains to be seen. But clearly within the
financial area Asia has become far more explicitly connected, with far
greater governmental involvement and tangible institutional form than
was the case a decade ago.
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China and its neighbours:
Patterns of trade and investment

John Weiss

What are the issues?

The East Asia region, encompassing both Northeast and Southeast Asia,
has been undergoing a process of ‘‘natural’’ economic integration with
the growth of trade and investment between countries of the region. In
recent years, however, much has been made of the economic impact of
the re-emergence of China as a regional and global economic power. In
the neighbouring countries the threat from Chinese competition is feared
at least as much as the opportunities created by its rapid growth are wel-
comed. The question ‘‘China: threat or opportunity?’’ has been posed so
frequently that it has become a cliché of recent policy debate. How China
impacts on its neighbours, or just as importantly how it is perceived to
impact on them, is a critical backdrop to efforts to foster closer formal in-
stitutional ties within East Asia. This chapter surveys current evidence on
the issue of China’s economic impact, concluding that on current evi-
dence there is as yet little reason for policy-makers to fear the rapid
growth of China.
Economic theory as applied to international trade gives us grounds for

saying that China’s impact can be both threat and opportunity simultane-
ously. Conventional trade theory (based on the standard Heckscher-
Ohlin analysis) implies that having a large neighbour growing rapidly
over an extended period of time, while unilaterally lowering its barriers
to trade through its WTO accession and contemplating further reductions
through its entry into various regional free trade agreements, can only be
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strongly positive for regional economies. This freeing of trade with China
will allow specialization on the basis of comparative advantage. How far
different partners will benefit will depend on their trade and production
structures, how far these are complementary to those of China and how
flexible economies are in allowing resources to shift out of declining
activities. As a large economy with a strong foreign direct investment
(FDI) presence, China can produce a great variety of goods from the
simple to the highly sophisticated in a technological sense. However,
standard theory says it is impossible by definition for China to have a
comparative advantage in everything, and that it is comparative rather
than absolute advantage which matters in determining trade flows. From
this perspective, possible loss of market share in either domestic or ex-
port markets should not pose a threat to regional producers if they can
shift to other products where their comparative advantage is greater.

There are likely to be strong distributional shifts, and not everyone will
gain. Theory predicts that the opening of trade between two economies
(or a group of similar economies and a large trading partner) will lead
to a realignment of relative prices. If domestic relative prices differ in
both sets of trading partners prior to the opening up, when barriers to
trade are removed the relative prices of goods in which each economy
has a comparative advantage will rise in comparison with the no-trade
scenario. From the Samuelson-Stolper theorem this implies that factors
used intensively in an activity whose relative price has risen will gain,
while those used intensively in an activity whose relative price has fallen
will lose in terms of income share. Income growth may be strong enough
to offset this, so there is no absolute worsening of their position. Much
has been discussed about China’s impact on the terms of trade of its trad-
ing partners. In a simple two-factor (land, labour), two-product (primary
goods, manufactures) model with China well endowed with labour and its
regional partners with natural resources, and with factor endowments de-
termining comparative advantage, opening to trade will raise the return
to owners of land in the trading partners (as they export primary goods
to China) and lower that to unskilled labour (as they import manufac-
tures).

The story becomes more nuanced once we allow for dynamic consider-
ations. ‘‘New international trade theory’’ based on the assumption of
increasing returns introduces the possibility of cumulative gains in effi-
ciency over time arising from agglomeration effects, learning by doing
and dynamic economies of scale. ‘‘First-mover advantages’’ can be im-
portant, so if an industry is established in one country its comparative ad-
vantage and competitive strength will grow relative to latecomers. Hence
both history and geography, that determine where an initial production
centre emerges, can influence long-run trade patterns. To these concerns
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can be added realistic assumptions about the inflexibility of economies,
since with price and wage inflexibility and real-world barriers to entry in
various markets there can be no guarantee that resources can shift
readily from declining to expanding sectors in response to changing com-
parative advantage. From this perspective, if regional economies lose
market share to China in dynamic products there may be significant
long-run consequences that are not compensated by simple resource
reallocation.
In addition, China’s re-emergence can be seen as part of the broader

process of globalization, defined loosely as the expansion of trade and in-
ternational capital flows in response to the liberalization of international
commodity, service and financial markets and the decline in transport
and communications costs. East Asia has been at the centre of the expan-
sion of global production networks and supply chains, and through its
FDI inflows China has come to play a pivotal role in this pattern of re-
gionalization. Conventional theory cannot ignore the factors that deter-
mine ‘‘intra-production network trade’’. These will be not just factor
endowments and relative prices, but much wider issues relating to the
‘‘investment climate’’ in different locations and the ‘‘trade cost’’ aspects
of trade barriers. How China relates to its neighbours in terms of produc-
tion networks within the region will thus have a major impact on trade
and investment.
If there are both positive and negative forces to be assessed in relation

to China’s regional economic impact, the net outcome will be an empiri-
cal question. On the positive side we know there will be strong demand
and specialization effects as neighbours expand their trade with China.
Nonetheless, China’s growth may also create competitive effects in terms
of loss of market share, trade effects and potentially competition for FDI.
We do not yet know all the answers, but a considerable body of empirical
work now exists and the following sections survey this empirical litera-
ture selectively.

Demand and specialization effects

The strong growth of China’s economy is now well established, but it is
the opening to foreign trade since the beginning of trade policy reform
in the mid-1990s, culminating in WTO accession in 2001, that is of partic-
ular significance here. Total foreign trade as a share of GDP is extremely
high for an economy of the size of China, and rose steeply from roughly
40 per cent of GDP in 2002 to two-thirds in 2006. This has meant a strong
growth in regional exports to China and a growing trade deficit between
China and its neighbours. China’s imports from East Asia as whole grew
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by over 14 per cent annually over the period 1995–2004, which implied a
tripling in value of its intra-regional trade from $199 billion to $655 bil-
lion.1 This export growth was for both higher- and lower-income neigh-
bouring countries. Table 14.1 gives the export shares going to China in
1997 and 2005 for the main neighbouring countries. Growth in intra-
regional trade with China in parts and components for electrical and elec-
tronic products has been an important part of this process, with goods
assembled in China and shipped to third-country markets, principally
the United States and the European Union. The share of parts and com-
ponents in imports can be used as a simple indicator of integration with
global networks. In 2004 it was 31 per cent for China (up from 15 per
cent in 1992), compared with 12 per cent for India.2

Disentangling the effect of rising incomes in China and the process of
regional trade liberalization on imports requires a form of economic
modelling and there have been many such exercises, normally using
‘‘computable general equilibrium’’ models.3 The effects of China’s WTO
entry on the region were examined in a number of models, and more
recently the impacts of different free trade area configurations, such as
China joining ASEAN and a wider East Asian Free Trade Area
(ASEAN+3), have also been assessed. The broad conclusion is that the
rising trade surpluses of neighbouring countries with China observed at
present will grow significantly in the future as trade is liberalized, and ris-
ing trade will in turn create rising income. To illustrate, table 14.2 shows
the projected trade balances with China in 2020 and the impact of WTO
accession found in one such study. It indicates a strong long-term trade
surplus for the main regional economies in their trade with China, while
the United States and the European Union have strong trade deficits.
China’s trade reform accompanying its accession to the WTO accounts
for a significant proportion of this surplus for Japan, Korea and Taiwan.

Table 14.3 shows estimates of changes in income in 2015 for differ-
ent countries as a result of various trade policy changes, relative to what

Table 14.1 Share of exports to China in total exports, 1997 and 2005 (%)

Country 1997 2005

Indonesia 4.2 7.8
Thailand 3.1 8.3
Malaysia 2.4 6.6
Philippines 1.0 9.9
Singapore 3.3 8.6
Korea 10.0 21.8
Japan 5.2 13.5

Source: UN Commodity Trade Database (COMTRADE).
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income would be in 2015 under the scenario of China’s WTO accession
but no further policy reform. The first option is where China unilaterally
removes all remaining barriers to trade as part of the package agreed
with the WTO. The second scenario is where China joins ASEAN, and
the third is where Japan and Korea also join. As is expected in this type
of modelling exercise, the more countries that join a free trade area the
greater the benefits for those included. Hence the ASEAN+3 scenario
gives the greatest benefit to all regional economies apart from Taiwan,
which is assumed to be excluded.4 The precise results of such exercises
need to be treated with caution, but they serve to underline the positive
interpretation conventional trade theory puts on the combined impact of
China’s growth and trade liberalization.
In these exercises part of the income increases estimated for regional

economies will be due to the changing composition of production based
on increased intra-regional specialization, where goods with a compara-

Table 14.2 Projected bilateral trade balance with China ($ billion)

Country

Change in trade balance
due to China’s WTO
accession, 2020

Projected actual
trade balance, 2020

Japan 4 5
Korea and Taiwan 34 135
ASEAN 3 41
USA �61 �166
EU �46 �66

Source: Roland-Holst, D. (2002) ‘‘An Overview of PRC’s Emergence and East
Asian Trade Patterns to 2020’’, ADB Institute Research Paper No. 44, Tokyo:
ADB Institute, available at www.adbi.org, table 4; and Roland-Holst, D. (2003)
‘‘East Asian Trade Relations in the Wake of China’s WTO Accession’’, mimeo
ADB Institute, Tokyo, table 2.2.
Note: Negative figure indicates a deficit with China.

Table 14.3 Income effects relative to baseline 2015 due to regional free trade
arrangements (% change)

Country
China unilateral
liberalization

China joining
ASEAN

China, Japan and
Korea joining ASEAN

China 2.9 1.4 4.0
Japan 0.3 0.0 1.6
Korea 0.6 �0.1 3.7
Taipei, China 1.0 �0.3 �1.0
ASEAN 0.5 2.5 4.0

Source: Lee, H., D. Roland-Holst, and D. van der Mensbrugghe (2004) ‘‘The Im-
plications of Prospective Free Trade Agreements in East Asia’’, mimeo, table 1.
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tive advantage – that is, a lower opportunity cost – are expanded relative
to goods with a higher opportunity cost. The potential for future regional
specialization will be strongly influenced by the extent of current and po-
tential dissimilarities in trade and production structures between China
and its neighbours. China’s rapid macro-economic growth is changing its
trade and production structure rapidly, but as a broad generalization it
is accurate to say that relatively simple low-technology products still
dominate its exports (at around 45 per cent), although the share of high-
technology products is rising rapidly (at around 25 per cent). Signifi-
cantly, the share of resource-based products, at around 10 per cent, is
comparatively low and indicates a scarcity of natural resources in China
relative to the vast labour power available. Formal tests of similarity of
export structure, for example, find that China in 2000 was closer to Korea
and Taiwan 10 years earlier than to most of the ASEAN economies in
2000.5 It is still very dissimilar from Japan. Given its current structure,
the expectation is that in the medium term China will import high-
technology goods and equipment from Japan and Korea, and foodstuffs,
some natural-resource-based products and various parts and components
for use in the production of high-technology final goods from its ASEAN
partners. This will give a future regional production specialization that
underpins the positive income and trade projections noted above.

The modelling exercises referred to earlier have industry-level projec-
tions supporting this view, although the level of aggregation at which
such models are constructed means that detailed predictions of individual
product growth cannot be derived from them. For example, table 14.4
shows predicted net trade balances as a proportion of trade (or intra-
industry competitiveness) for China in its trade with Japan, Korea and
Taiwan and ASEAN in 2020, on the assumption of an East Asian Free
Trade Area.

Table 14.4 confirms the broad picture, with China running trade defi-
cits with Japan and Korea in electronics, the most technologically sophis-
ticated industry shown in the table. It runs a significant surplus with all
partners in the important low-technology clothing sector and is heavily
in deficit with ASEAN in staple foods like rice, sugar and livestock. How-
ever, the industry categories used are too aggregate to identify the
expected flows of manufactured parts and components from ASEAN to
China. The figure of 0.02 for electronics trade with ASEAN indicates
China’s exports only marginally exceed its imports, and this overall bal-
ance masks very substantial projected exports and imports in electronics
(that is ‘‘intra-industry trade’’) between the two partners.6

Broadly similar results are reported by Chirathivat and Mallikamas in
their assessment of the consequences for ASEAN countries of China en-
tering the free trade area.7 For selected countries substantial gains in ex-
ports and production are projected for the primary products of rice (from
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Thailand and Viet Nam), sugar (also from Thailand and Viet Nam) and
vegetable oils (from Malaysia). Textiles and chemical and rubber prod-
ucts are other activities projected to expand significantly. However,
within manufacturing the results of the model do not highlight enhanced
trade in parts and components. Ianchovichina and Martin focus princi-
pally in their model on the short-run impact (1995–2007) on China of
WTO accession.8 They do include some estimates for other economies,
and find a negative short-run impact on the rest of ASEAN. This is most
significant for Viet Nam, and arises from the impact of the removal of
textile and clothing quotas for WTO members in 2005. As a WTO mem-
ber, China benefits from this at the expense of the textile and clothing
sector in the rest of the region.

Competitive effects

Although it is clear that there is considerable scope for complementary
relations between China and both its high-income and its low-income

Table 14.4 Intra-industry competitiveness in 2020: China vis-à-vis trading part-
ners in East Asian Free Trade Area

Industry Japan
Korea and
Taiwan ASEAN Total

Rice 1.0 1.0 �0.94 �0.47
Other grains 1.0 1.0 1.0 �0.48
Oil seeds 1.0 1.0 1.0 �0.78
Sugar 1.0 �1.0 �1.0 �0.86
Other crops 0.96 0.92 �0.54 �0.48
Livestock 0.72 0.44 �0.64 �0.51
Energy 0.96 �0.28 �0.74 �0.36
Processed food 0.94 0.63 �0.45 �0.15
Textiles 0.04 �0.69 0.41 �0.12
Clothing 0.89 0.73 0.99 0.92
Leather goods 0.94 �0.26 0.80 0.72
Basic manufacturing �0.06 �0.38 0.09 �0.02
Motor vehicles �0.81 0.52 0.76 �0.32
Other transport equipment �0.06 �0.54 0.85 0.0
Electronic goods �0.32 �0.42 0.02 0.06
Other manufactures �0.11 �0.05 0.44 0.22
Construction �0.32 0.31 1.0 �0.48
Services 0.26 0.32 0.34 0.24

Source: Roland-Holst, D. (2003) ‘‘East Asian Trade Relations in the Wake of
China’s WTO Accession’’, mimeo ADB Institute, Tokyo, table 3.13.
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neighbours, with the former supplying China with high-technology goods
and the latter primary products and raw materials, it is also the case that
currently there is still significant overlap in exports to third-country mar-
kets. This is particularly the case with the ASEAN economies in the im-
portant US market, where China has increased its share of this market
very substantially, often at the expense of ASEAN exporters. China’s
share of world exports rose dramatically to over 8 per cent of all manu-
factures in 2004 (compared with less than 2 per cent in 1990). However,
in some sectors it is far higher – for example 24 per cent for clothing and
15 per cent for office machines and telecommunications equipment.9

Loss of market share

The extent of ‘‘threats’’ in this regard can be illustrated by taking a coun-
try’s exports and dividing them into various categories depending on how
the country’s share of the world market is changing relative to China.
Lall and Albaladejo conduct this exercise for the main ASEAN econo-
mies, as well as Korea and Taiwan.10 They identify five categories.
� Direct threat: where China gains world market share and the other
country loses it.

� Partial threat: where both gain, but China gains more.
� No threat: where both gain world market share, but China’s exports
grow more slowly.

� Reverse threat: where the country gains world market share and China
loses it.

� Mutual withdrawal: where both the country and China lose world mar-
ket share.
Taking the change over the 1990s, table 14.5 classifies selected coun-

tries’ exports in 2000 into these five categories.
This analysis reveals how the competitiveness of different countries, as

measured by changes in their world market share, compares with that of
China. It can be seen that all the economies covered have a majority of
their exports in categories in which China has an increasing world market
share relative to the economies concerned (i.e. the categories of direct
and partial threat are 50 per cent or more of total exports by value). For
all but the Philippines and Thailand the direct threat category (where
China is gaining market share and the economy concerned is losing it)
accounts for at least 20 per cent of exports, and in the case of Malaysia
nearly 30 per cent. The countries with the technologically most sophisti-
cated export structures are those where proportionately the direct threat
category is largest, reflecting in part the very fast growth of China’s high-
technology exports from a small base over this period. In all cases the
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Table 14.5 China’s threat in the world market, 2000 (% of total exports)

Category Singapore Taiwan Korea Malaysia Thailand Indonesia Philippines

Direct threat 23.5 22.9 26.2 28.7 15.1 19.9 5.8
Partial threat 40.4 34.0 28.0 56.5 61.6 48.3 44.0
No threat 32.0 39.3 42.2 5.0 15.9 10.7 44.3
Reverse threat 3.4 3.4 2.9 6.3 6.1 8.9 3.6
Mutual withdrawal 0.7 0.4 0.7 3.5 1.3 12.2 2.4

Source: Lall, S. and M. Albaladejo (2004) ‘‘China’s Competitive Performance: A Threat to East Asian Manufactured Exports’’,
World Development 32(9), pp. 1441–1466, table 6.
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‘‘reverse threat’’ category, where the country is gaining relative to China,
is small – at less than 10 per cent and in several instances less than 5 per
cent.

This analysis gives the broad perspective on overlapping patterns of
trade, but it is at a fairly aggregate product level and cannot reveal the
detailed nuances of shifting specialization and competitiveness. A more
disaggregate approach examines changes in market share at the four-
digit level of trade classification. Weiss and Gao consider changes in
import share in the US and Japanese markets for Chinese and ASEAN
exports over the period 1995–2000.11 While ASEAN exports grew over
this period for several important categories, there was loss of market
share, particularly in the United States; the important exception is the
case of electrical machinery, where market share continued to grow, but
at a slower rate than for China (a ‘‘partial threat’’ in the previous termi-
nology). Their analysis shows that for all ASEAN economies loss of mar-
ket share has been greatest in the most specialized and therefore the
most established lines of activity. This pattern holds across the full spec-
trum of products, from the labour-intensive to the high-technology ends
of the range.

Textiles and clothing perhaps provide the most dramatic example of
major shift in export market share in favour of China in the immediate
aftermath of the ending of the quota regime at the beginning of 2005.
Within months the growth of Chinese exports of these goods to the
United States and European Union had prompted the reimposition of re-
strictions to ‘‘safeguard’’ domestic producers from market disruption.
The main regional casualties from the end of the export quota regime of
the Agreement on Textiles and Clothing will be Viet Nam and Cambo-
dia, although how their industries will react to the greatly enhanced com-
petition from China is unclear. Dimaran, Ianchovichina and Martin
conduct a modelling exercise by first using current projections of world
growth to set a baseline, and then assessing the future impact of China
and India growing by roughly 2 per cent above their baseline figures.12
The results are reported relative to the baseline and show a major de-
cline in the clothing sector in Viet Nam (by 19 per cent in 2020) and the
Philippines (16 per cent in 2020). Overall, of the neighbouring countries
the Philippines is the biggest loser, principally it seems because of the
high share of assembled electronic products in its exports, which suffer a
large trade loss due to Chinese competition. It must be clarified that the
exercise is an illustrative ‘‘thought experiment’’ and the declines are
relative to current projections and are not absolute contractions, so that
even relative loser economies and activities need not suffer an income
decline.
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Terms of trade

Changes in the terms of trade caused by China’s growth provide a key
mechanism for the transmission of competitive effects. As noted above,
the predictions of simple trade models are that, given China’s large
labour surplus, opening of trade with China will lower the relative price
of labour-intensive products (like technologically simple manufactures)
and raise the relative price of land-intensive products (like natural-
resource-based products). Further, once we allow for varying levels of
labour skills given China’s relatively low ratio of skilled to unskilled
labour, we would expect the opening of trade to raise the relative price
of skilled-labour-intensive goods (like high- and medium-technology
products).
Recent trends in world prices are basically in line with these expecta-

tions, although China’s precise contribution to these trends has not yet
been disentangled conclusively. For example, ADB points to strong de-
mand from China as a factor keeping up world prices for oil, metals and
minerals.13 Further short-term price increases for metals (particularly
steel) and minerals are projected on the grounds of continued demand
from China. Neighbouring economies that are net importers of these
commodities will lose from this effect, but those which are net exporters
will gain. There is now clear evidence of a trend of declining manu-
factured prices since the mid-1990s, which many attribute to a ‘‘China
effect’’ in depressing prices for simple labour-intensive products. For
example, Kaplinsky14 points to his detailed analysis of unit-price data
for manufactured imports into the European Union, and the fact that ab-
solute declines in prices for goods from China were found for roughly 30
per cent of sectors covered (for high-income countries the share was only
8 per cent). Such price trends will exert downward pressure on prices for
other exporters of labour-intensive manufactures, so that again of the
neighbours net exporters of such goods will lose and net importers will
gain.
It is not clear, however, how quantitatively significant these terms-of-

trade effects are, or whether they undermine some of the optimistic
predictions for China’s neighbours noted above. There is evidence that
China’s contribution to the rapid rise in oil prices since 2004 has been
modest, with supply constraints and geopolitical uncertainties being the
key factors.15 Modelling by Dimaran, Ianchovichina and Martin looks at
the difference between a baseline scenario using the most likely projec-
tions for global growth and one in which both China and India grow at
about 2 per cent faster than in the baseline.16 For several neighbouring
countries (Korea, the Philippines, Singapore and Thailand) net terms-of-
trade effects in the higher-growth scenario are negative, although gener-
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ally modest. However, with a correction for improved quality of products
from China and India and treating improvements in quality as equivalent
to a price reduction, the net effect only remains negative for the Philip-
pines. This is principally because the Philippines is in direct competition
with China in the export of an increasing number of electronic products.
Only if major productivity improvements in high-technology export sec-
tors in China are assumed does the model generate absolute income
losses (relative to the base of 2005) for the neighbouring countries. As
yet the magnitude of these terms-of-trade effects for most sets of assump-
tions does not seem serious enough to cause major income effects.

Foreign direct investment diversion

Loss of market share in the face of a large trading partner growing
quickly from a low base is not in itself cause for concern in relation to
competitiveness. What will be more significant is if the underlying trends
of productivity growth and technical change in the neighbouring econo-
mies fall significantly below those in China. However, for this to be
judged a serious concern we need a credible mechanism through which
it might occur. In discussions of a ‘‘competition effect’’ from China, either
explicitly or implicitly the key role is usually given to FDI inflows. The
logic is that FDI provides access to technology, management and market-
ing skills as well as the potential to link local firms with international sup-
pliers and buyers in global production networks. These links will help to
raise productivity in local firms that become foreign-owned. In addition,
there may be external benefits, for example in terms of technology spill-
over or labour training, that accrue to firms which are not recipients of
the initial FDI inflow – either competitors or input suppliers. Following
this analysis, if the re-emergence of China diverts FDI that would have
gone to other countries in the region, this may undermine the competi-
tiveness of these countries.

It is significant that of the modelling exercises examining China’s WTO
entry, the one that indicates significant negative effects for ASEAN coun-
tries as a whole from trade liberalization in China17 does so on the as-
sumption that there is FDI diversion to China and that this loss of FDI
has a significant negative impact on productivity growth in ASEAN. The
authors’ argument is that FDI diversion may occur because prior to
China’s WTO accession its access to world markets was uncertain (its
most-favoured-nation status in the United States, which was critical to
its export success there, had to be renewed annually with the approval
of the US Congress). WTO membership gave China the same rights as
other WTO members, and the removal of uncertainty regarding access

CHINA AND PATTERNS OF TRADE AND INVESTMENT 273



to markets of WTO countries can be seen as equivalent to a reduction in
the risk premium required on investment in China.
It is well known that Japan, Korea and Taiwan developed without a

heavy FDI presence. However, it is also true that more recently the
ASEAN economies have used FDI much more intensively than else-
where, and that in particular cases, such as Singapore, Malaysia and to
some extent Thailand, it may have been the key driver of growth.18
These economies may therefore be most vulnerable to FDI diversion to
China.
Theoretically the FDI diversion argument implies that globally there is

a pool of funds earmarked for direct foreign investment, and that more
going to China will reduce the funds available for others. This view is at
least questionable, since although there will be an absolute limit on total
global savings at any point in time, we would expect this limit never to be
reached in practice, in that higher investment opportunities themselves
will generate the higher savings needed to finance them. Further, from
an empirical perspective there are reasons to doubt the significance of
the FDI diversion case. This is partly because it is well known that official
Chinese statistics exaggerate the amount of genuine FDI coming to the
country, as a significant proportion (anywhere between 20 and 40 per
cent according to different estimates) of recorded FDI is actually recycled
domestic funds that leave China and re-enter principally through Hong
Kong, the Virgin Islands and other offshore financial centres, because
there are still fiscal and legal advantages for companies to be established
as foreign-invested rather than nationally owned enterprises.19 Even re-
corded figures for FDI to China, although large in absolute terms, remain
small relative to total activity because of the size of the economy, with
most investment funded from domestic savings. FDI in 2003 and 2004
was estimated to be only around 4 per cent of total investment in China.
There is also little evidence that FDI to China is more profitable than
FDI elsewhere.20
There is more formal econometric evidence, however. There is now a

well-established literature that explains FDI inflows to individual coun-
tries in terms of variables relating to market size, the labour market, the
quality of institutions, tax rates and aspects of general economic policy.
For example, in general the expectation is that economies with charac-
teristics like a fast-growing domestic market, low labour costs, a well-
established legal system, low corporate tax and an open policy on foreign
trade tend to attract higher FDI inflows than economies where these fea-
tures are absent. These relations can be modelled in a regression frame-
work, while adding a term to reflect FDI inflows to China to pick up the
possible diversion effect. If diversion is actually occurring, in a model ex-
plaining FDI to its neighbours we expect a significant negative coefficient
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on the variable reflecting FDI to China. A recent analysis along these
lines by Chantasasawat et al.,21 allowing for simultaneity in the determi-
nation of variables, finds that after other effects are controlled for over
the period 1985–2002 the absolute level of FDI to China is positively
rather than negatively associated with absolute FDI inflows elsewhere in
the region. Depending upon the specification, a 10 per cent rise in FDI to
China is associated with higher FDI inflows elsewhere of between 1 per
cent and 3 per cent. This runs directly contrary to the diversion argu-
ment, and is explicable if one accepts that a regional process of FDI cre-
ation (rather than diversion) is at work: through production networking
by international firms, FDI in China is linked with FDI elsewhere in
the region via the transfer of parts and components between different
branches of global networks and the allocation of different tasks (such
as manufacturing, office processing and research and development) be-
tween different locations.22

A significant omission of previous analyses is that they focus on the ag-
gregate regional effect of FDI to China, assessing whether total FDI to
the region is influenced positively or negatively by FDI to China, rather
than looking at individual country effects. The latter may imply diversion
for countries directly competitive with China in some market segments.
This has yet to be demonstrated conclusively, however.

Conclusions

How should we interpret this story? The generalization that it is better to
have a large, fast-growing and open neighbour than not seems borne out
by the evidence we have at hand. This suggests that there is a strong eco-
nomic base to support moves towards closer institutional cooperation in
the region, with China as a regional engine of growth. The negative
terms-of-trade effects seem modest and FDI diversion, while it may exist,
has not been found conclusively in recent studies. Nothing is totally clear-
cut, however, since we cannot ignore the dynamic of global competition.
Adaptation and flexibility are essential at both enterprise and economy
levels, since more open trade and investment flows will inevitably create
losers as well as winners. If resources from contracting sectors can flow
readily to sectors where returns and growth prospects are better, all will
benefit, but where they do not, problems will emerge. The short-run
difficulties of clothing exporters in Viet Nam and Cambodia that now
face the full force of Chinese competition with the ending of the inter-
national textile and clothing regime are an obvious and important exam-
ple, and there may be major dislocations in sectors like electrical and
non-electrical machinery in some economies. Success in coping with the
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re-emergence of China requires producers in the region to upgrade their
technological base and move up the ladder of comparative advantage
into the more dynamic products. This will ensure that the positive side
of the China effect (a large and growing market in the region) is not out-
weighed by the negative impact of growing competition in similar prod-
uct lines and for FDI inflows.
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Institutionalizing Northeast Asia:
The energy market

Stuart Harris

Introduction

In considering the role of institutions in the energy market in Northeast
Asia, one problem is how to categorize the energy market itself. As a
market it fits into both the discussion of economic institutions and the
realm of economic interdependence and cooperation favoured by liberal
institutionalists, who generally see cooperation as having a stabilizing ef-
fect in the region.
Yet a major concern of the countries of Northeast Asia is energy secu-

rity. This takes energy into the broader field of security analysis and the
realist argument that security is a principal motivation of foreign policy.
Realists tend to see international relations as a zero-sum game, making
competition more attractive for the major states, rather than develop-
ing institutions leading to cooperation. Countries in Northeast Asia
would commonly be seen as concerned with relative gains and future
uncertainties – factors unlikely to contribute to stabilizing the region.
These differences are reflected in how the scope for multilateral coop-

eration may be judged differently by realist political scientists and liber-
als, with the liberals largely overlapping with economists. Realists are
more inclined to see energy rivalry deepening tensions in great-power re-
lations in Northeast Asia. Economists, in particular, are more inclined to
emphasize market forces where, in a context of historically high energy
prices, more efficient energy use and more investment in energy produc-
tion and refining capacity would be stimulated. Both approaches accept
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that there may be benefits from cooperation in the provision, for exam-
ple, of public goods; they differ, however, over specific needs for cooper-
ation and its objectives.1 These differences are important in determining
the scope for cooperation within the region.

International cooperation is a conscious act that requires decisions by
governments to adjust their behaviour. Willingness to do so may stem
from a persuasion that common interests exist and cooperation could be
a better way to pursue the national interest than acting unilaterally. Co-
operation, when what one country does helps achieve the objectives of
other cooperating countries, can reflect informal acceptance of particular
patterns of behaviour, but it commonly comes by way of policy coordina-
tion through multilateral institutions.2 Hence the continuing interest
among liberal institutionalists lies in turning competition into coopera-
tion by way of such institutional mechanisms. Not uncommonly, those
mechanisms may do little more than act simply to facilitate information
exchange and agreements among governments, but this is the way ex-
pectations converge and norms often develop. Realist political scientists,
however, even when accepting that scope for cooperation does exist, tend
to see multilateralism as constraining, and are more concerned with re-
sponses to apprehensions about security of supply that they see as likely
to intensify tensions. In the case of energy supply they commonly see the
issue as a zero-sum situation: more oil for country Ameans less for country
B. Given the relatively competitive nature of oil market distribution, this
only holds if it is assumed that country B could be otherwise denied the oil.3

The emphasis in international discussions at the regional level has been
on energy supply, and there are limits to the scope for cooperation in
that context. A particular area where cooperation is feasible and benefi-
cial is in investment in the oil industry; underinvestment has been a
contributing factor to the tightness of energy supply since 2003, and
uncertainty about future prices will remain to inhibit investment. Invest-
ment cooperation – to share the risks – may increase overall oil supply.
Cooperation also has benefits in the case of stockpiles, and potential ben-
efits in terms of reduced costs and increased supply reliability through in-
ternational cooperation in electricity grids. Cooperation may be more
readily envisaged on the demand side. This can include transferring tech-
nologies that can increase energy efficiency, lowering environmental im-
pacts, developing alternative energies and pursuing demand management
more generally. This does raise issues of intellectual property, but they
may be resolvable in an energy cooperation framework.

There are many Northeast Asian energy issues that potentially provide
a regional basis for cooperation. Against this is the question of whether
gains from cooperation are countered by the political risks that coopera-
tion implies.
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The chapter looks at regional interactions over energy from two per-
spectives. First, do the countries in Northeast Asia see conflicts emerging
among themselves from their expected needs in the energy field? And
do they see gains as possible in cooperating with others in the region?
Second, there is the functionalist argument that, in a region singularly
lacking in institutional mechanisms for cooperation, cooperation in the
energy field might contribute to creating a sense of a regional community
that develops institutions to manage that cooperation. In either case,
there would be major political, economic and technical problems to be
overcome.
For present purposes, the Northeast Asian region includes China,

Hong Kong, Mongolia, Japan, North and South Korea and Taiwan.
These countries and economic entities account for about 22 per cent of
global primary energy consumption, China alone accounting for nearly
two-thirds of that. In defining the region in the context of energy cooper-
ation, it is necessary to include eastern Russia as well, given its existing
and prospective linkages as an exporter. Russia is the world’s second-
largest oil producer and its gas reserves are the world’s largest. Many
existing proposals for multilateral cooperation in Northeast Asia involve
Russia, as do most regional multilateral discussions on energy.4 There is
also a question, not dealt with here, of US involvement given its impor-
tance in the global energy market.
Outside of Russia, the regional emphasis is on consumption and im-

ports. Although China is rich in energy resources – the only regional
country that is, except Russia – and is a major energy producer, it has be-
come an increasingly significant net oil importer and will become a sub-
stantial gas importer. In the light of the price and supply uncertainties
in the future energy market, but also for environmental reasons and, in
China’s case, growing problems of domestic electricity supply, energy
policy has become an important, indeed critical, component of national
and international policy in the region.
Moreover, aspects of energy policy have become matters of some

dispute, if at times indirect, between countries in the region. This has
involved competition over investment/development projects, notably in
Russia, and unresolved territorial disputes that have grown in political
importance as the potential energy importance of such territories has be-
come more salient. The importance of these disputes has intensified,
since they often occur within a context of other regional political ten-
sions. Thus a solution to the region’s nuclear problems in North Korea
will require a resolution of the energy supply question. More generally,
environmental issues are growing in importance: deposits of acid rain
originating externally have been a regional problem, notably for Japan,
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while climatic change is a general concern, as is the atmospheric pollution
in China from the burning of ‘‘dirty’’ coal.

The global situation

The energy market is largely global, particularly for oil, and the region
has to work within the global market framework. The sharp increases in
Asia’s energy needs, and those of China in particular, have clearly been
among the contributors to the pressures experienced in the global market
as a whole since 2003 – and demand will grow in the future.

Much of the global debate about the future of oil and gas supplies is in
response to the high oil prices experienced after 2003. These have led to
arguments that oil prices in particular will stay at high levels, reflecting
the gradual exhaustion of supplies of non-renewable resources. Econo-
mists tend to approach such claims with some scepticism. While accepting
that fossil-fuel resources and their depletion will eventually constrain
production, this is not regarded as likely in the near future. They believe
the global energy markets will respond to high prices by dampening
demand growth, stimulating new investment to find new resources and
applying new technological developments that will lower costs, unlock
new deposits in existing areas and open new areas for discovery. Morris
Adelman (a leading energy economist), in putting the economists’ posi-
tion thus, sees the problem much more as the adverse consequence of
the OPEC cartel’s activities.5

Yet not all economists see the current situation in Northeast Asia as
easily manageable. Economists generally accept that short-term supply
shortages and price spikes can occur because of rapid demand increases
in the face of capacity constraints in production, processing and distribu-
tional infrastructures. There are also grounds for questioning whether the
major Northeast Asian countries are wrong to believe that the oil and gas
markets may not be as open as economists like Adelman wish to think.

The major increase in pressure on oil prices since 2003 has reflected a
mix of supply, demand and speculative factors. In the oil industry, pro-
duction, processing and transport capacity are based on investments, the
time-scales for which are lengthy and the financial magnitudes large. Al-
though investments are made on judgements about future profitability,
oil prices have varied greatly over the last 30 years with a difficult-to-
discern trend – varying from US$8 to US$96 in 2003 prices.6 Following
the sharp oil price rises in the 1970s and early 1980s, and often with gov-
ernment assistance, investment in the industry was heavy and production
capacity expanded rapidly. Excess capacity and consequent low oil prices
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in the late 1980s and 1990s induced a much lower level of investment in
oil exploration and extraction, and also in related infrastructure such as
refineries, pipelines and shipping facilities, and in stocks; what investors
saw as a period of overinvestment was followed by 20–25 years of under-
investment.7 Consequently, when global economic activity surged unex-
pectedly, as in 2003 and particularly in 2004, the industry came close to
the limits of its capacity. Continued global economic growth and market
uncertainty have held prices up.
Increasingly, much decision-making affecting fossil-fuel exploration

and production globally is subject to decisions and regulations of govern-
ments, and this has led to already substantial market uncertainties arising
from, and contributing to, price volatility. Oil traders have also re-
sponded to reports of geopolitical problems in important oil-producing
regions that have contributed to price volatility.

Overview of the Northeast Asian energy market

In recent decades, economic growth in the overall Northeast Asian
region has been considerable and consumption of energy has grown rap-
idly. Projections suggest that each of the regional economies will con-
sume more energy, although at substantially different rates of growth.8
For individual regional economies, expectations vary according to the

expected future energy mix and efforts at diversification. While others in
the region will increase their demand at a slower rate, due in part to ex-
pected slower economic growth rates, industrial structure change to less
energy-intensive activities will also be a factor. All projections expect
that the region’s import dependence will grow and that its imports, in
the case of oil at least, will come increasingly from OPEC countries.
Due mainly to China’s growing import requirements, notably for its

transport sector, its demand will constitute an increased share of global
energy consumption and account for increased demand in global energy
markets. IEA projections suggest that China’s annual oil imports could
grow to 12.5 mbd by 2030 (from 3 mbd in 2004), close to three-quarters
of projected US levels for the year 2030.9 The region’s dependence on
the Middle East for crude oil in particular is high – over half current
imports – and is likely to increase gradually to closer to three-quarters
of imports.
The energy mix among the regional countries differs. China still de-

pends more heavily on coal than others, and will remain so for some de-
cades, although it is looking to diversify into natural gas and nuclear
energy. It is also the only significant oil producer – in size not far behind
Iran. Its current reserves are not substantial, but its scope for further dis-
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coveries is considered promising.10 Not all regional energy problems
arise in the international energy market, though they may contribute to
it. China’s recent problems have included shortages of electricity generat-
ing capacity and structural problems in coal production and transport.
Part of its increased demand for oil and gas in 2004 and 2005 was for
use in power generation. While most of its power-generating capacity
will be based on coal, the planned increased use of natural gas will make
China a large gas importer. In Japan, South Korea and Taiwan oil plays a
major role, but all three have already become more diversified. Japan
and Korea are significant users of natural gas; like China, they have ma-
jor plans for expansion of their existing nuclear industries.

Cooperation among regional countries would need to reflect the differ-
ent involvements of regional governments in their energy industries and
the different mix of actors. Generally, while in these economies the state
remains central to energy policy, governments also have a major impact
on choices made in the use of energy. In what is complex interdepen-
dence, as Keohane and Nye have defined it, state enterprises, including
financial institutions and specialist ministries, often develop different per-
spectives from their dealings with similar agencies of other countries in
ways that may influence or diverge from state behaviour.11 This does
not always reflect how they operate in practice. Christoffersen argues
that China’s state-owned enterprises are more market-oriented than Rus-
sia’s private oil companies, which are more statist in character.12

In China, state-owned enterprises are the producers and importers and
are responsible for investment in production and exploration internation-
ally. Japan and South Korea, like China, have interests in major pipeline
investments in Russia. Through a government-owned company, Japan
had until recently a support programme for private companies to invest
in overseas energy projects in areas close to the region. South Korea still
has a state-owned company responsible for its supply diversification and
supply security efforts internationally, with exploration and production
interests in 13 countries.

Nevertheless, such investments may have a limited impact on energy
security. For China, despite its large oversees investments, only around
10 per cent of its oil imports are expected to come from equity oil output.

Current problems and threat perceptions

The range of energy problems faced by the Northeast Asian countries
are wide but, as noted, they need to be fitted within the global market.
Oil and, to an increasing degree, gas are fungible commodities and
Northeast Asia cannot isolate itself from the global market. Nor, given
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oil’s fungibility, are the consequences of any substantial increases in the
region’s ties to equity oil likely to be significant globally. Within the
region, although Northeast Asian countries share the characteristic of
extensive import dependence (apart from Russia), they do not see the
problem in the same way. All in the region are anxious about physical
supply interruptions and price volatility, and about ensuring the ade-
quacy of energy supplies in the light of expected future demand growth.
For Japan, and to a degree South Korea, it is also about how to maintain
existing supplies at reasonable prices, and so maintain competitiveness in
the face of the rapidly growing Chinese (and expected Indian) demand.
Both China and Japan share concerns about transportation, notably

sea-lane security. Both have also become concerned about energy infra-
structures, including in supply as well as refining, generating, distribution
and handling capacity. China, in particular, has concerns about urban en-
vironmental issues arising from the use of coal in electricity generation,
and lack of capacity in domestic electricity supply due to industry and
transport problems in the face of major demand growth.
Future energy availability has been a growing concern in the region. In

practice, although economically recoverable fossil-fuel resources are
finite and will eventually restrain production, such restraints are not likely
in the near future if the needed investment in exploration and production
takes place. Problems of adequacy of total global energy or even oil sup-
ply seem less urgent than much of the public debate might suggest.13
In the meantime, the market might be expected to provide a reasonably
satisfactory mechanism that offers access to available supplies for all
able to meet the competitively determined price, with limited scope for
manipulation.
While economic market issues may dominate, geopolitical factors are

important motivations for regional governments – in part as a perception
but in part reality. Policy-makers recognize that their growing require-
ments domestically will have to face increased competition from the rest
of the world, including the United States, which will not necessarily rely
on market forces. Adelman notes for example that the United States has
to ‘‘protect’’ OPEC ‘‘from outsiders or neighbours’’.14 To Adelman,
references to ‘‘protection’’ are apparently benign; to the region, such
references are a reminder that the market is not as free as he argues.
Given the global uncertainties, the rapid growth in actual and prospec-
tive oil and gas demand in the region in the face of slower production
increases has led to considerable policy uncertainties in every regional
country, and a perception that global sources of oil and gas will have dif-
ficulty meeting all the increased needs.
For the countries in Northeast Asia, therefore, their understanding of

problems and threat perceptions can be divided into short-term concerns
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– raising the question of emergency responses, and the need for en-
hanced data/information in real time to avoid under- or over-reactions –
and longer-term concerns. All have longer-term anxieties that there
will be a competitive and potentially conflictual scramble for available
supplies – possibly a self-fulfilling belief if widely enough held.

Northeast Asia and energy cooperation

Northeast Asia as such lacks any broad regional multilateral processes to
deal with economic, security and specifically energy issues. Countries and
economic entities in the region, however, are part of institutional ar-
rangements that deal with energy issues at a broader international level.
Given that critical parts of the energy market – and notably the oil
market – are global in character, and many of the energy issues on which
cooperation would be beneficial are global rather than regional, the ques-
tion arises of where regional cooperation might fit in.

The major global institution is the International Energy Agency
(IEA), established in the 1970s to develop international energy coopera-
tion following the Organization of Arab Petroleum Exporting Countries
(OAPEC) oil embargo. At present it is limited to OECD membership;
Japan and South Korea are members, but there are continuing dialogues
between the IEA and China on energy issues.

The IEA does deal with coal, nuclear power and unconventional ener-
gies but, given the reason for its establishment, not surprisingly its main
effort has been in the oil market. In that context it has had four main
areas of attention. The most prominent now is the setting of rules for
the establishment and utilization of emergency stockpiles. These were
brought into operation in September 2005 when members agreed collec-
tively to release stocks following Hurricane Katrina. Japan and Korea
have stockpiles that exceed the 90-day stock mandatory for IEA mem-
bers; China has also started to build an emergency stockpile. Other key
elements of the IEA process, each of which has been important at times,
are an emergency supply-sharing system, oil market monitoring15 and oil
demand restraint with both short- and long-term dimensions. Although
there are regional aspects to these processes, they all mainly benefit
from global rather than regional cooperation.

Other multilateral processes dealing with energy and involving re-
gional countries include APEC and the UN regional body, ESCAP.
Japan, South Korea, China and Taiwan are members of APEC, which
has an active Energy Working Group (EWG). ESCAP has similarly
been pursuing regional cooperation on energy. It has organized meetings
on energy cooperation in Northeast Asia, resulting in the Vladivostok
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statement of April 2003 on cooperation possibilities. In addition, Russia,
Japan and Mongolia are signatories to the Europe-based Energy Charter
Treaty, and China and South Korea are observers.16
Much of the regional multilateral dialogue about energy and energy

cooperation that involves Northeast Asian countries is broader in its
dimensions than Northeast Asia, often including Southeast Asia and at
times the United States. These dialogues do suggest areas where coop-
eration could be beneficial. APEC’s EWG has on its agenda an energy
security initiative, including efforts designed to respond to oil price vola-
tility, develop emergency measures aimed to improve sea-lane security
and increase stockpiling. Also on its agenda are longer-term factors,
ranging from energy substitutes, including natural gas, nuclear energy
and renewables, to clean fossil energy and sequestration of carbon
dioxide.
Beyond governmental discussion, there has been extensive regional

discussion of energy cooperation or an energy community on Track I.5
or Track II levels over at least two decades, generating what Christof-
fersen refers to as an epistemic community across Japan, China, South
Korea, Russia and sometimes the United States.17
Much of what constitutes multilateral energy cooperation in the region

now seems to lie with APEC. Thus within APEC’s EWG, cooperation in
practice has largely involved efforts to improve data accuracy and trans-
parency, exchanges on information and experiences, and moves to ad-
here to best practice methods. Commonly, energy cooperation has been
bilateral rather than multilateral.18

What is the scope for future regional cooperation?

There are various ways in which cooperation could benefit the countries
of Northeast Asia and might lead to a more general integration of the
region in a cooperative manner. Many of these are of a public goods na-
ture. The areas discussed briefly are joint emergency stockholding, natu-
ral gas and oil pipelines, electricity supply grids, the investment climate
and territorial disputes. The major approach for short-term reliability is
stockpiling. Nevertheless, emergency stockpiles may not provide much
of a basis for regional as distinct from global cooperation. Regional coop-
eration could make sense on the supply side of the energy system in rela-
tion to investment in exploration and production, and the establishment
of electricity supply grids and of oil and gas pipelines.
There are a number of other collaborative strategies that can be fol-

lowed as well. They include R&D in energy conservation, adoption of
conservation measures and existing technologies and diversification strat-
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egies. Given an energy community, exchanges of information and tech-
nologies in energy-saving and environmental protection technology
would be greatly encouraged and facilitated. Japan in particular has
much to offer in the region. It is not clear, however, that this alone
would provide a sufficient functional basis for establishing a regional
community.

Emergency oil stockpiles

It was noted earlier that short-term concerns in the region involve the po-
tential vulnerability of energy supplies to instability for various reasons,
including coercion, military conflict, civilian unrest and terrorist acts.
There are also fears of vulnerability to interruptions at sources and in
the routes and means by which energy supplies are transported.19 There
is increasing interest in offsetting these vulnerabilities through emergency
fuel stockpiles, particularly as private participants in the energy markets
tend to underinvest in supply reliability and especially in stockholding. So
far, stocks have been unilaterally held. Following the 1970s’ oil embargo
and high prices, in 1978 Japan was the first country in Northeast Asia to
stockpile oil systematically. In 1980 South Korea also began to build up
an emergency oil stock. In its case, it also arranged to hold stocks with
Statoil, the Norwegian state oil company. China’s stockpiling activity is
in the early stages, although Saudi Arabia is considering holding stocks
in China.20

There is a clear public good aspect to oil stockpiling. Oil is fungible,
and any release of stocks from one stockpile lowers prices for all con-
sumers. Since all economies benefit, emergency stocks have been seen as
providing a logical case for collaborative government action to avoid
free-riding. There have been many discussions of collaborative stock-
holding for this purpose in the Asian region, under many auspices. These
include those of the IEA, the Asian Cooperation Dialogue (ACD),
ASEAN+ 3 ministers and the APEC EWG in March 2005.21 Coopera-
tion on this, as on other energy issues, has been endorsed in principle by
Northeast Asian countries, including in the Qingdao Initiative communi-
qué issued by the ACD in 2004.

There are many difficulties in reaching agreement on how to manage
emergency stocks in a collaborative programme that would need some
multilateral framework. Private or government stocks? Financed in what
way? What is held – crude oil or product? When to buy? What should
trigger releases from stocks? And what countries would collaborate –
globally, regionally, subregionally (Northeast Asia) or nationally?

Japan and Korea already operate their stocks within the IEA frame-
work. Moreover, given that all net importing economies benefit, and not
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just those in Northeast Asia, it is logical for emergency stocks to fit within
a global rather than a regional framework.

Natural gas and oil pipelines

Natural gas consumption will grow faster in Asia than in other regions in
the future, while oil consumption growth will be among the fastest. Not
surprisingly, China, Japan and Korea are interested in the supply of oil
and gas from Russia. Developing an import capacity from Russia would
help in diversifying supply sources and is also seen as improving North-
east Asia’s competitive position with respect to Middle East suppliers,
which add an ‘‘Asian premium’’ to the price of exports to Asia. For its
part, Russia clearly wants to diversify its energy exports to Northeast
Asia and improve its competitive position. Russia is a major oil producer,
ranking seventh in the world in terms of proven resources; it also has a
little over a quarter of the world’s proven resources of natural gas. Con-
sequently, Russia’s Siberian oil and gas reserves have the potential to
contribute significantly in meeting Northeast Asia’s increased energy
demand.
Russia is likely to become a major gas supplier to all the countries in

Northeast Asia in a matter of years if the political and commercial prob-
lems can be overcome and the very large financial issues can be resolved.
To link Russia and Northeast Asia by way of pipelines could, if achieved,
knit the region together.
In the wider Asia context, there have been frequent discussions about

forming a regional natural gas pipeline network. For various reasons, this
idea has not progressed much beyond the conceptual discussion stage.
While exports of gas through pipelines have been extensively discussed
in Northeast Asia, more tangible progress has been made with respect
to oil exports. Russian oil has been exported to China by rail since
1991.22
The various options considered include a gas pipeline from Sakhalin

Island through North and South Korea, though under present circum-
stances that would face US concerns in that US companies would not be
permitted to participate in such an oil pipeline;23 a gas pipeline from
Sakhalin to northern China; a gas pipeline from Sakhalin to Japan; a gas
pipeline from western Siberia to Xinjiang; a gas pipeline from Irkutsk to
northern China; and the oil (but perhaps accompanied by gas) Pacific
Pipeline, now apparently to be routed from Taishet to Nakhodka. These
pipelines will service markets in Japan, China, perhaps South Korea and
maybe even the United States. China and Japan supported different pro-
posals for the routing of these pipelines: Japan wanted a northern route
to Nakhodka; the Chinese preferred a southern route to Nakhodka via
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Daqing in China. The Russian compromise has been to accept the route
supported by Japan, but with a branch line to Daqing possible later.24 It
proposes, however, that priority for the oil should go to China, with oil in
the meantime continuing to be transported by rail.

The 10 years it has taken to reach a ‘‘final’’ decision on the route of the
Pacific Pipeline have been widely seen as a test of the cooperative pro-
cesses among the two countries. Certainly, there have been efforts by
both sides to influence the outcome. In practice, it is more an issue of
Japan and China siding with different and competing domestic interests
within Russia25 and, to some extent, uncertainty about the adequacy of
available oil resources to meet the needs of both countries and make
any particular route economic.26

The question is whether the development of these various proposals,
or their evaluation, provides a basis for regional institution building.
There are strong arguments that decisions on natural gas would benefit
from multilateral consultations among Russia, Japan, China and Korea.
And environmental as well as energy security incentives exist: in the
case of gas, Japan and Korea would gain from China’s increased use of
gas rather than coal mainly for environmental reasons, to reduce the
acid rain falling on the two countries.

There are various options for routes and subroutes for natural gas
and decisions will be needed on various issues, such as Russia’s domestic
development needs; where natural gas fits within the national energy pol-
icies of regional economies, including against alternative energies; the fu-
ture role of gas-to-liquids; the strength of the environmental issues; and
the questions of ultimate market requirements and pricing arrangements.

These are complex issues, and it may need confidence-building mea-
sures elsewhere if they are to be managed in a multilateral forum. They
may be seen as having a degree of urgency that may sharpen regional
minds. Yet unpredictable Russian decision-making and doubts about its
reliability as a supplier have raised concerns in the region.27

Electricity supply grids

There has been technical interest for a long time in an electricity supply
grid among countries of Northeast Asia. In each of the major regional
economies, electricity demand is expected to grow rapidly and generating
capacity needs to expand correspondingly.

The potential for cooperation in electricity supply is substantial and
could meet a significant part of Russia’s wish to develop eastern Russia
on the basis of energy exports, which could include electricity gen-
erated from coal, gas or hydro. For Northeast Asia this would enlarge
and diversify its energy supply significantly. Gains could be made from
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an internationally linked electricity supply grid which could take advan-
tage of the fact that daily and seasonal peak demands vary substantially
in the region. There are many reasons to account for the lack of progress:
North Korea is one, but not the major one.
Although the ultimate economics have yet to be confirmed by detailed

studies, there is a wide belief that generation of electricity and linkages
through a power grid can provide a range of benefits to those involved
in terms of supply reliability, lower financial costs for infrastructure de-
velopment, lower electricity costs to consumers, reduced environmental
impacts and diversification of energy supply for energy security.28
No official endorsements have yet come from governments, but inter-

est that has been shown in the past might be expected to increase. Any
progress in this direction would need to overcome technical, financial
and political challenges.29 The difficulties include identifying and agree-
ing upon the best routes. There are various possibilities – a land route
which, for South Korea, would involve North Korea, but alternatives
involve China and Japan. In addition, as well as economic feasibility
questions there would be technical issues, reform of differing market
structures, pricing philosophies and regulatory processes. None is insu-
perable, and there are examples of existing grids in Europe, North Amer-
ica and Southeast Asia that demonstrate the possibilities and benefits.
Any movement forward, however, would require a long process of

consultation and eventually negotiation among the parties involved. This
would have some functional benefits of the kind raised in the introduc-
tion to this chapter. On the other hand, the lack of any broader consulta-
tive process in place in Northeast Asia may well be the reason why
multilateral discussion of such proposals at governmental level has been
so limited.
There have already been suggestions that at a broader level the six-

party talks could provide the basis for a multilateral security process in
Northeast Asia.30 An agreed outcome from these talks will require a sat-
isfactory solution to the problem of energy supply for North Korea.
In the context of the Six-Party Talks on North Korea’s nuclear pro-

gramme, proposals have been made by South Korea for the supply of
electricity from the South to the North as part of a solution. The particu-
lar South Korean proposal, however, faces practical as well as political
problems.31 The practical problem relates to the inadequacy of the
existing electrical grid in North Korea. In the same way as the nuclear
reactors promised under the previous agreed framework could not, in
themselves, have met North Korea’s energy needs, the South Korean of-
fer does not provide a solution given the largely non-existent electricity
grid in North Korea. A proposed alternative is a regional tie-up with
Russia and South Korea, which would have the added advantage of en-
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hancing North Korea’s electrical supply security from political influence
in South Korea, but Pyongyang’s grid problem would still need to be
resolved.

The investment climate

Contributing to the changed oil market situation was an industry capacity
ceiling that reflected a substantial period of inadequate levels of invest-
ment. Given the rapid growth of energy demand in Northeast Asia, the
future investment needed to meet its energy exploration, development
and related infrastructure requirements is very large; one estimate simply
for the Pacific Pipeline, for example, is $16 billion. An overall estimate is
$830 billion for the next 10 years and another $570–870 billion for associ-
ated supporting infrastructure.32

Without a satisfactory and predictable legal, regulatory and policy
framework that includes management of risk and property rights, the
ability to attract the necessary very large private sector funding, and in
some cases governmental finance, will be greatly reduced.

To achieve that kind of investment climate requires not just coopera-
tion but knowledge and understanding of the needs, and willingness of
governments to take action to provide its basis. Interest has been ex-
pressed in extending to Northeast Asia a parallel form of the EU Energy
Charter Treaty, to provide a body of common rules covering key issues
such as protection of investments, encouragement of more transparent
and competitive markets and promotion of energy efficiency. Such a trea-
ty, that would reflect what Yamamoto in his chapter in this volume terms
‘‘outside-in’’ institutionalization, would reduce risk and uncertainty (in-
cluding discrimination) in energy-related investment and trade projects.
It could also help promote increased energy efficiency and reduced envi-
ronmental impacts of energy production and use.

Each country has an incentive to cooperate with others in developing
oil fields in particular, but also gas pipelines and electricity grids. These
incentives are what led Japan in the past to help China with oil develop-
ment in Xinjiang: to increase overall supply, with consequent consumer
market and price benefits.

Territorial disputes

Cooperation often results from concerns to avoid or overcome conflicts.
Where disputes over sovereignty are not easily resolved or where com-
petition with other oil- or gas-importing countries may create unwanted
tensions, the question of joint development is at times a compromise
step. China has entered into such arrangements with several countries
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outside the Northeast Asian region. Agreements are in place with Viet
Nam and the Philippines as part of its concern to maintain good relations
with ASEAN over the South China Sea. Its energy cooperation also in-
cludes joint investments with India in Sudan and Iran, aimed at contain-
ing tensions that might come from their competition in the oil market.
In Northeast Asian countries, in their individual efforts to achieve in-

creased supply security, competition and tensions have emerged. Signifi-
cant conflicts exist between Japan and China (and Taiwan) over the
Senkaku Islands (Diaoyutai), in the unresolved ocean border area in
the East China Sea and over the Okinatori islet in the Pacific south of
Japan;33 between Japan and South Korea over the Dokdo (Takeshima)
Islands; and between Japan and Russia over the Northern Islands.
In these disputes, competition for fishery resources, nationalism and

broader issues of history and geopolitical competition are present. That
they have emerged in heightened form in part at least reflects the con-
cerns about energy security. This has been argued, for example, over the
area of the East China Sea, where China has been exploring and drilling
for natural gas in waters on China’s side of the Japanese-defined (but
which China disputes) line bordering Japan’s exclusive economic zone
(EEZ).
Although joint development of ocean resources has been proposed,

talks between the two sides have been inconclusive. The Chinese devel-
opment is already at an advanced stage, and this puts Japan at a dis-
advantage. The continuing efforts by the Chinese to explore and
develop within the disputed area could in fact be seen as putting pressure
on Japan to agree to China’s joint development proposals, as yet with no
positive response from Japan.34 The situation is not helped by China’s
unwillingness to provide information that Japan regards as necessary for
its decisions. Some industry sources, however, doubt that this is a partic-
ularly attractive area, with the natural gas resources not seen as substan-
tial and production costs likely to be high.35
In these circumstances, the region’s options are limited. More might

have been possible had there already existed a regional cooperative insti-
tutional arrangement; in a regional, as distinct from a bilateral, dialogue,
a sense of ‘‘shaming’’ or ‘‘peer pressure’’ has some influence.

Scope for a regional institution?

The situation in Northeast Asia may not seem conducive to multilateral
cooperation in the energy field, nor to the establishment of related insti-
tutions to develop norms and guidelines or manage such cooperation.
Learning processes, however, have taken place among the regional

actors, and each of the major countries is accustomed to participating in
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international multilateral institutions – including, to varying degrees, those
involved with energy issues. There is already considerable interaction
among regional countries that has led to improvements in economic ties
and transport and telecommunication linkages. Various proposals in the
past have been made to pursue multilateral cooperation, often coming
from Japan but in which others have participated. The idea of a regional
energy collectivity emerged marginally in the now-suspended Tumen
River Project (involving China, North Korea and Russia), under UNDP
auspices.

Much of this was at the level of state enterprises and agencies rather
than at government level, and any future regional institution would have
to involve the private sector effectively. Nevertheless, governments have
been involved in international cooperative efforts. Japan, China, Russia
and South Korea are participants in the multilateral efforts on nuclear
fusion energy and the hydrogen economy, and all but Korea on carbon
sequestration.

The first international Conference on Northeast Asian Natural Gas
Pipelines was held in Tokyo in 1995, with China, North Korea, Kazakh-
stan and Japan participating. Subsequent discussions also included Rus-
sia, Mongolia and South Korea. Japanese Prime Minister Hashimoto
wanted to integrate Japan, China and Russia in a broader Northeast
Asian multilateral process, but the dispute over the Kuriles tended to
limit progress. Other forms of multilateral approach were pushed by Rus-
sia under President Yeltsin, who wanted to further Northeast Asian inte-
gration in part to improve Russia’s claims as being a great Pacific power
along with China, Japan and the United States. China also wanted a four-
power group, but not an institution. According to Christoffersen, how-
ever, China included participation in an East Asia energy community as
one element in the steps to ensure energy security in its Tenth Five-Year
Plan (2000–2005).36

The energy situation has changed the policy dynamics markedly. Con-
siderations of economic costs and benefits have been increasingly inter-
linked with energy security. This might suggest a more competitive
rather than cooperative regional response. Examples given in this chap-
ter, however, point to the virtual inevitability of cooperation – and more
than on a bilateral basis – if countries in the region are to increase energy
security.

In a fully competitive market system, government direct involvement –
unilateral or collective – would be necessary only in providing a legal,
contractual and regulatory framework. Not only do the conditions that
such a market assumes not exist, but there are widespread public good
aspects that need international cooperation.

Periodic tensions between Japan and its neighbours pose problems for
collaboration. If energy is seen as an economic issue, however, the usual
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capacity to separate economic from political factors should hold where
territorial claims are not directly involved. It has been possible in the
past to argue that, in the fraught China-Japan relationship, economic
issues have been largely kept separate from political issues in a relation-
ship lacking in trust, even when tensions were high.37 The demonstra-
tions in China against Japanese enterprises in 2005 may have weakened
but not eliminated that belief.

Conclusion

Are there grounds for concluding that governments in Northeast Asia
have accepted that, by coordinating policies through an institutional
mechanism, they gain increased scope for pursuing their own national
interests?
There have been many suggestions for institutionalizing the dialogue

on Northeast Asian energy issues in a Northeast Asian Energy Commu-
nity. This idea has been given further stimulus by the suggestions emerg-
ing from the Six-Party Talks on North Korea’s nuclear programme.
Japan has long sought international energy cooperation as a means of

buttressing its energy security; in particular, it has taken a view that un-
less China’s energy problems were dealt with, Japan would have greater
difficulty in dealing with its own problems.
For China, in the early 1990s it was reluctant to embrace interdepen-

dence in the energy field as it faced the prospect of becoming a net oil
importer. In 2002 China’s ‘‘21st Century Oil Strategy’’ made no provision
for regional cooperation. This has changed, but how far the learning pro-
cess has shifted Chinese thinking in favour of a multilateral energy re-
gime is still unclear.38 Moreover, its enhanced perception of insecurity
may now also be a factor in how Chinese leaders relate to their neigh-
bours and China’s willingness to cooperate.
Logic suggests that on most energy issues the regional economies will

continue to look mainly to links with institutions outside the Northeast
Asia region. This could lead to an ‘‘outside-in’’ process of Northeast
Asian institutionalization in some instances. In the wide range of institu-
tions in which regional economies are already involved, some limited
progress has been made towards developing rules and norms involving
regional governments, notably on stockholding for Japan and South
Korea and on investment-in-principle guidelines for Russia, Japan and
Mongolia. ‘‘Inside-out’’ institutionalization of Northeast Asian regional
cooperation on energy could provide a basis on which full advantage
could be taken of the opportunities that Russia’s resources offer in allevi-
ating some, at least, of Northeast Asia’s energy security concerns. At the
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same time, the lack of a regional economic and security institutional ar-
rangement, ad hoc or formal, may itself be a problem in optimizing the
exploitation and reliability of those opportunities.
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A small leap forward: Regional
cooperation for tackling the
problems of the environment and
natural resources in Northeast Asia

Hiroshi Ohta

Introduction

The problems of the environment and natural resources (ENR) in the
Northeast Asian region are something of a double-edged sword: they
can offer an opportunity for regional cooperation or they can bring about
conflicts. In this ecologically interdependent world, inter-state coopera-
tion is imperative in order to solve any kind of international environmen-
tal problems.

Lagging far behind the European Union, the Northeast Asian region
lacks even a cornerstone for erecting a cooperative apparatus like the
European Coal and Steel Community (ECSC). Thus the institutionaliza-
tion of multilateral cooperation for tackling ENR problems might pro-
vide the nations in this region with unique opportunities for creating
various regional ENR regimes.1 On the contrary, however, the absence
of a cooperative scheme like the ECSC for sharing vital natural re-
sources might lead regional powers to collide with each other over such
resources.2

Despite the confrontational image of international relations in North-
east Asia, preliminary research shows that there are quite extensive re-
gional ENR cooperative arrangements with regard to a wide range of
issues in the region, although none of them has developed into a full-
fledged multilateral ENR regime.

There are several arguments put forward in this chapter. Firstly, re-
gional ENR problems have now compelled the nations affected to form

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann
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a new functional institution.3 Secondly, if the nature of ENR problems
allows participation by environmental non-governmental organizations
(NGOs) and raises public awareness, a nascent regime has a good chance
of developing into a regulatory regime.4 Third, severe competition over
regional natural resources can cause armed conflicts; at the same time, a
clash in a tense situation can serve as a ‘‘warning call’’ about escalation of
conflict into a major military confrontation so that contending parties
may make an effort to find a way to defuse the tension and control the
escalation. Finally, an international regime sometimes has a positive in-
fluence on regional ENR cooperation when major regional powers ratify
it.
This chapter will first place the main countries in this region in the

context of high and rapid economic growth, and then identify the
major ENR problems as the by-products of rapid industrialization and
urbanization.

Environmental and natural resource problems in Northeast
Asia: The current status of regional cooperation

ENR problems in Northeast Asia in the context of dynamic
economic growth

This chapter primarily focuses on ENR problems in China, South Korea
and Japan.5 In China, for example, environmental degradation resulting
from rapid economic growth has become a regional and international
issue. Severe flooding, desertification, water scarcity, air and water pollu-
tion and dwindling forest resources are all of serious concern. Thus
regional ENR problems in Northeast Asia must be analysed within the
context of the long-term trend of ‘‘economic miracles’’ in East Asia,6
with the recent rapid growth of China regarded as an extension of this
trend. Japan and South Korea have also experienced environmental
problems resulting from rapid industrialization, including air and water
pollution.
In terms of transnational environmental effects of rapid economic

growth in Northeast Asia, global warming caused by greenhouse gas
emissions such as carbon dioxide (CO2) and methane (CH4) is a major
concern. In 2004 China, Japan and South Korea together emitted more
than 24 per cent of the world’s total CO2 emissions.7 If the trends of ex-
pansion in economies, energy supply and CO2 emissions continue, the
environmental consequences will be far-reaching.
Other common ENR problems facing the Northeast Asian region

include acid rain, sandstorms, industrial waste, garbage washing up on
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shores, fisheries, and oil and natural gas deposits in the border areas of
Northeast Asian countries. Due to space limits, this chapter focuses only
on the regional problems of acid rain, sandstorms and fisheries. These
problems are extensive and wide-ranging, and require collective action
to address them. While it is true that in Northeast Asia there is no insti-
tution like the European Union, nor a regional forum like ASEAN, there
are numerous efforts to build various institutions or shape regional coop-
eration for solving ENR problems.

The current status of regional cooperation: An overview

Regional cooperation concerning environmental and natural resource
problems takes on two major forms in Northeast Asia. One is multilateral
cooperation revolving around international conventions or administrative
schemes involving several countries (and in some cases international or-
ganizations). The other form of ENR cooperation is mainly based around
bilateral agreements (for example, agreements to protect migratory birds
between two particular countries involved) or the widening of coopera-
tive scope beyond bilateral agreements by linking one agreement to an-
other so as to deal with problems more appropriately.

There are, indeed, many regional cooperative schemes covering the
countries within and around the Northeast Asian region, but almost all
of their objectives are related to research, networks/networking, informa-
tion exchange, policy dialogue and conferences or meetings. Among
them, the Kitakyushu Initiative for a Clean Environment is a unique ex-
ample of regional cooperation at the subnational level, and has actually
helped to ameliorate urban and industrial pollution in Dalian, China.
Now Kitakyushu City is trying to broaden its network by establishing
the Environmental Cooperation Network of Asian Cities.8

There are also several governmental cooperative schemes in existence
between Northeast Asian countries, and bilateral cooperation between
South Korea and Japan, China and Japan, and South Korea and China.
For analytical purposes, multilateral and bilateral schemes for regional
ENR problems are separately identified here. In reality, however, the
development of multilateral cooperation often parallels the development
of bilateral cooperation.

Among multilateral and bilateral environmental cooperation in this
region, there is some nascent institutionalization, such as regional coop-
erative arrangements for dealing with acid rain and dust/sandstorms. Re-
gional efforts to address acid rain are complex but quite advanced. In
contrast, there is little development towards region-wide regime building
in relation to natural resources. For instance, there are no regional agree-
ments and no regional forum to manage and discuss the allocation of fish
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catches among the nations of Northeast Asia; there are only separate bi-
lateral agreements. Nevertheless, we have begun to witness the emer-
gence of a series of bilateral agreements that have a region-wide effect
on the future of straddle and migratory fish stocks, particularly after the
ratification of the UN Convention on the Law of the Sea (UNCLOS) by
China, Japan and South Korea (and Russia). This chapter therefore also
addresses the issue of fisheries in the region.

Challenges in the air: Acid rain

Acid rain and the early experiences in Europe and North America

Acid rain characterizes air pollution that travels over long distances and
harms natural and man-made environments, as well as humans, as a re-
sult of its direct acidic or corrosive effects or through mobilization of
harmful chemical reactions.9 The most important sources of acid rain
are emissions of sulphur oxides (SOx) and nitrogen oxides (NOx). The
mean transport distance of acidifying emissions is 400–1,200 km, such
that they can transcend national borders to affect neighbouring countries
and constitute an international environmental problem.10
Acid rain has harmful impacts on forest soil and trees, lakes and hu-

mans, as well as on materials such as marble and limestone. However,
the mechanisms by which these impacts take effect are extremely com-
plex. These physical and chemical complexities make it difficult to iden-
tify a clear causal relationship between emitters of acid rain and the
receivers who suffer the consequences. Thus, we have to recognize from
the outset that there is room for political arguments and negotiations
about the impacts of acid rain.
However, the difficulties of identifying the emitters and victims of acid

rain are not insurmountable. A Scandinavian initiative is widely consid-
ered an exemplar for a multilateral approach to tackling issues of the
long-range transport of pollutants in general and of acid rain in particu-
lar. One of many important studies in the context of international politics
on long-range transport of air pollution was presented by the Swedish
government to the UN Conference on the Human Environment
(UNCHE), held in Stockholm in 1972. The study, ‘‘Air Pollution across
National Boundaries: The Impact of Sulphur in Air and Precipitation’’,
spurred similar studies by Norway, Canada, the United States, the Orga-
nization for Economic Cooperation and Development (OECD) and the
UN Economic Commission for Europe (ECE), among others, during the
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1970s.11 Thus the accumulation and diffusion of knowledge about acid
rain occurred in the European and North American regions and paved
the road for international recognition of acid rain and its harmful conse-
quences to the human environment.

This recognition led to multilateral activity resulting in formal conven-
tions; for example, 34 states and the European Community signed the
Convention on Long-Range Transboundary Air Pollution (LRTAP) in
1979.12 Further, the institutionalization of international environmental
cooperation developed into an acid rain regime in Europe. The Euro-
pean Monitoring and Evaluation Programme (EMEP) was strengthened
to include all of Europe, and after the LRTAP Convention entered into
force in 1983 the ‘‘30% Club’’ was formed in Ottawa, aiming to reduce
sulphur emissions by 30 per cent in 1984. This raises the question: how
has the issue of acid rain been handled in Northeast Asia?

Acid rain in Northeast Asia

China’s growing energy consumption and heavy dependence on coal are
major concerns for neighbouring Northeast Asian countries (and even
the rest of the world). The amount of China’s primary energy consump-
tion has now surpassed that of the Russian Federation to make it the
second-largest consumer in the world. Although China’s dependence on
coal declined from over 90 per cent in the 1950s to a little over 75 per
cent in the 1980s, it still relies heavily on coal, which accounted for 65–
70 per cent of its energy usage relative to all other energy sources in the
1990s and early 2000s.13 In addition, most of the coal burnt in China is
so-called ‘‘dirty coal’’, which contains much more sulphur than other
types of coal.14

According to the annual report issued by the State Environmental Pro-
tection Administration of China (SEPA), the air quality in urban areas of
China has gradually improved (based on year-by-year comparisons),15
but overall the nation’s air has become increasingly acidified.

The director of the Chinese Research Academy of Environmental
Sciences points to the rapid increase in the number of automobiles, in-
creased coal consumption and the overuse of fertilizers as the main
causes of China’s acid rain pollution. In addition, as of November 2004
there has been no special regulation to control nitric acid. A SEPA offi-
cial was quoted as saying ‘‘The regional acid rain pollution is still out of
control, and even worse in some southern cities’’, and named the surging
demand for coal and an excessive number of small-scale thermal power
plants as the two main sources of the rapid growth in SO2 (sulphuric
acid) discharges.16
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Neighbouring countries’ concerns about acid rain have grown, partly
because of learning from regime-building efforts in Europe and between
Canada and the United States, partly because of their own research and
monitoring on acidification in their own countries and partly because of
the rapid increase of acidification in south and south-west China. Korea
is located downwind of China, and it is believed that China’s SOx and
NOx reach the Korean peninsula and became a part of acid deposition
in Korea (though the data are not conclusive).17
Japan is located downwind of Korea; thus South Korea’s efforts to im-

prove air quality by desulphurization and denitrification affect Japanese
well-being, just as China’s air pollution policies affect Korean well-being.
Although Japan took note of what was happening in Scandinavia as early
as the beginning of the 1970s, the main concern about acid rain was its
effect on human health, with less concern about the nature of long-range
transboundary air pollution. By the early 1980s, however, the Japanese
government and scientific community began to recognize the issue of
acid rain as an international problem due to increased news about its
harmful effects on forests and lakes in northern Europe as well as diplo-
matic wrangles between Canada and the United States.
The Japanese Environment Agency (now Environment Ministry) set

up several committees dealing with acid rain. One of them, the Advisory
Committee on Acid Rain Countermeasures established in 1983, issued
reports in 1989 and 1992. At the same time the Japanese scientific com-
munity began to study acid precipitation in China, long-range transport
mechanisms, the effects of acid rain on vegetation and some areas in
Japan that might have suffered damage from acid rain.18
By the early 1990s Chinese and Japanese interests and concerns about

acid rain converged in recognizing it as a regional environmental prob-
lem. Above all, in the run-up to the Rio Summit of 1992 both the Japa-
nese government and society as a whole were eager to take a leadership
role in international environmental politics and diplomacy.19 In April
1992 the Japanese minister of international trade and industry and the
Chinese vice premier agreed to establish a bilateral agreement on envi-
ronmental technology cooperation.20 In the same year China requested
the inclusion of desulphurization technology in a package of Japanese of-
ficial development assistance (ODA). Prior to this request, in early 1992
the Ministry of International Trade and Industry (MITI; now Ministry of
Economy, Trade and Industry – METI) had launched a green aid plan to
assist in the technological aspects of international environmental cooper-
ation.21 This was a first small step towards regional cooperation, but a
more significant step was taken by the Japanese Environment Agency in
1992 when it sponsored the formation of the Acid Deposition Monitoring
Network in East Asia.
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The Acid Deposition Monitoring Network

The initial steps of China and Japan in the early 1990s gradually devel-
oped into the Acid Deposition Monitoring Network (EANET), a scien-
tific body for facilitating regional cooperation. The development of
EANET can be divided into three phases: expert meetings (1993–1997),
preparatory activities (1998–2000) and regular activities (since 2001).22
During the first phase, four expert meetings were held, with participants
agreeing that a comprehensive approach was most appropriate for
assessing the impacts because of the multiple factors involved (including
deposition acidity, chemical components and soil sensitivity). Since the
available monitoring methods and analytical techniques differed among
countries in the region, the expert meetings called for a regional collabo-
rative monitoring network and designed a preliminary outline for such a
network and guidelines for monitoring methods.

Although the dominant players were China, Japan and South Korea,
other countries participating in the preparatory phase of creating a re-
gional acid rain monitoring network included Indonesia, Malaysia, Mon-
golia, the Philippines, Russia, Thailand and Viet Nam. During the first
session of the intergovernmental meeting on EANET (IG1), held in Yoko-
hama in March 1998, the representatives of 10 participating countries
held extensive discussions about the fundamental characteristics of the
network, including objectives, activities, schedule for establishment and
institutional and financial matters. Out of these intensive discussions,
they produced a tentative design for EANET and agreed that the prepa-
ratory phase activities would start in April 1998. IG2, held in Niigata,
Japan, in October 2000, concluded that the preparatory activities had
been successful and decided to start EANET activities on a regular basis
from January 2001. IG2 also designated the UN Environment Pro-
gramme (UNEP) as the secretariat for EANET, and the Acid Deposition
and Oxidant Research Center (ADORC) in Japan as the EANET net-
work centre. Right after the phase of regular activities began, Cambodia
and Lao PDR joined the network (in November 2001 and November
2002, respectively), and their monitoring activities began in 2003.

Prospects for a full-fledged regime

Certainly, EANET’s creation is a significant step forward towards the
development of a full-fledged regime constituted by a treaty like the
LRTAP Convention of 1979. But EANET must overcome several ob-
stacles to help finalize any type of regulatory regional agreement. It
has not yet even come up with any uniform monitoring methodology.
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The main hurdles that the member states – above all, China, Japan and
South Korea – will have to clear include financial constraints, scientific
and technical disagreements, and political and economic rivalries com-
pounded by animosity rooted in different historical memories and diver-
gent perceptions of risk.23
While Japan has been the leading financial contributor from the prepa-

ratory phase to the operational phase, the financial mechanism for
EANET is based on voluntary contributions by member states. Since
most member states are developing countries, they are opposed to making
financial contributions mandatory. China, however, began to contribute
voluntarily to the budget for operating EANET in 2002 and continued
to pledge its contribution in 2004.24 Although three sessions of the
Working Group on Further Financial Arrangements for EANET were
held (in July 2002, August 2003 and October 2003, all in Bangkok),
the prospect of future financial support for EANET activities is not so
promising.
EANET is rightly striving to strengthen its scientific and technical

foundations, but its task is quite complicated (if not insurmountably diffi-
cult). The fifth intergovernmental meeting (IG5) of November 2003 as-
signed six major tasks to the Working Group on Future Development
(WGFD). The WGFD drafted a work plan for EANET in August 2004.
Among others, task 5, to ‘‘develop a 5-year medium-term plan for
EANET’’, constitutes the core activities for EANET that may lead to
the development of a regional acid rain regime.25 However, even at
IG8 held in Hanoi, Viet Nam, on 29–30 November 2006, the prospect
for EANET to evolve into a regulatory regime was still far from coming to
fruition. In addition to the financial constraints mentioned above, there
are considerable disagreements about the sources and amounts of long-
range transported SO2.
The results of ‘‘scientific’’ studies carried out by different countries and

institutions differ sharply regarding the sources and amount of acid rain.
For instance, Chinese scientists claim that most of China’s SO2 emissions
which are not deposited within China are deposited in nearby oceans or
seas, and that only a tiny fraction (1 per cent) of SO2 originating in China
precipitates in other nations.26 Another study sponsored by the World
Bank and the Asian Development Bank (ADB) suggests that China’s
SO2 falls in North Korea and Viet Nam, while Japan’s Environment
Agency indicates that most of Japan’s transboundary acid rain comes
from South Korea.27 How can EANET come up with a harmonized
methodology given these divergent results of various studies?28 The an-
swer is still ‘‘blowing in the wind’’.
Just as political and strategic considerations during the Cold War pro-

moted the negotiations of the LRTAP Convention of 1979 in Europe,
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scientific and technical differences on the sources and amount of acid rain
in Northeast Asia could also be overcome. In any event, the relationships
among the three dominant regional powers will determine the likelihood
of regional cooperation. If these three players were to engage in serious
political or economic competition over regional leadership or markets,
the perception of risk incurred by acid rain would be relatively less
alarming; the differences in scientific and technical arguments would
thus prevail and, as a result, regional cooperation would be hindered. If
regional political competition is compounded by different historical mem-
ories of the Second World War, or if the difficulty in governing domestic
political and economic affairs promotes nationalism and politicizes even
environmental issues, the prospect of regional cooperation will become
slim.

However, if instead China, Japan and South Korea share the harmful
consequences of acid rain in Northeast Asia and find a collective gain
for strengthening EANET, the negative effects of political economic ri-
valry on regional cooperation could be subdued. Alternatively, severe
consequences of further acid deposition in this region could compel mem-
ber states to act swiftly to find a resolution to the problem. The following
case of yellow storms illustrates this.

Regional cooperation for arresting dust and sandstorms

Massive dust and sandstorms, called ‘‘yellow sand’’ by the Japanese
(kosa) and Chinese (huangsha), and ‘‘the gatecrashers of spring’’ by the
Koreans (whangsa), blow hard across Northeast Asian countries almost
every spring. The harmful effects on health and the welfare of the general
public are significant, particularly in China and Korea. Economic damage
caused by these storms is also substantial.

Thus it appears relatively easy to form regional cooperation for reduc-
ing the magnitude and frequency of dust and sandstorms in comparison
with other atmospheric environmental issues such as acid rain and global
climate change. In addition, the rise of dust and sandstorms is not merely
caused by industrial development but also involves natural processes,
which implies that the down-wind nations cannot simply blame inaction
by the up-wind nations.29

Large-scale dust and sandstorms (DSSs) cause enormous economic
losses and serious public health problems beyond national borders, and
sometimes take human life. A preliminary study indicates that 18 of the
32 DSSs in 2001 originated from the deserts of Mongolia, while the re-
maining 14 originated from the desert or semi-desert areas of the Inner
Mongolia Autonomous Region (within the People’s Republic of China).
The main factors that contribute to DSSs include natural elements; large
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desert and semi-desert areas; strong winds from Siberia sweeping the
DSS-originating source areas; lasting drought; and natural disasters.
Anthropogenic factors further strengthen and intensify DSSs: human
interventions over the last few decades have included overgrazing, over-
reclamation of land, deforestation and overexploitation of water re-
sources (all of which result in rapid land degradation and desertification).
Since the DSS-originating source areas are concentrated in China and
Mongolia, it is imperative to arrest land degradation and further de-
sertification in these two countries before the situation becomes out of
control.30
Both the Chinese and Mongolian governments have formulated com-

prehensive programmes to combat land degradation and desertification.
Multilateral institutions such as the UN Economic and Social Commis-
sion for Asia and the Pacific (ESCAP), the UN Convention to Combat
Desertification (UNCCD) and UNEP are also working with China and
Mongolia to develop their national action plans in these areas. The Chi-
nese government launched a 10-year programme with a total investment
of 54 billion yuan (about US$6.7 billion) to alleviate DSS causes and im-
pacts in 2002, and it has also worked with the ADB and the Global Envi-
ronment Facility (GEF) to restore degraded land in dryland ecosystems.
What is further needed to arrest long-range transboundary DSSs is re-
gional policy coordination to link separate national initiatives. For this
purpose, the institutionalization of region-wide intergovernmental and
inter-societal cooperation is crucial.
South Korea has been severely affected by dust and sandstorms origi-

nating from northern China and Mongolia. Since the 1980s the Korean
Meteorological Administration (KMA) has been forecasting Asian dust
development. A DSS on 21–23 March 2002 was particularly severe. Dur-
ing this storm most elementary schools and airports were closed, and the
factories that produce semiconductors and other precision products re-
duced operations. This extreme event led to the creation of a warning
system for dust storms. Based on the Whangsa trajectory model, which
visualizes the forecasted trajectories of particulate materials in the air
for three days (72 hours), the KMA has issued warnings for Asian dust
since April 2002. The warning system consists of three categories –
‘‘watch’’, ‘‘advisory’’ and ‘‘warning’’ – according to the degree of concen-
tration of particulate materials in the atmosphere.31
It is quite natural for South Korea, along with Japan, to show a strong

interest in assisting China and Mongolia to arrest further land degrada-
tion and desertification in DSS-originating areas. All major players
recognize the problem, its cause-and-effect relationship and its costly
consequences. Therefore, regional cooperation has speedily progressed.

306 OHTA



At the second tripartite environment ministers’ meeting held in Beijing
in April 2000, China, South Korea and Japan agreed to hold a workshop
on tackling dust and sandstorms and invited officials, researchers and
NGOs.32

At the fourth tripartite meeting of 2002, the three countries’ environ-
ment ministers agreed to set up a yellow dust monitoring network. In
order to substantiate this network, the three governments in 2004 re-
quested assistance from the GEF, ADB, ESCAP and UNCCD. They
began to fund a project on the prevention and control of DSSs. ‘‘The
project will help establish an institutional framework for cooperation, de-
velop a regional monitoring and early warning network, set up an invest-
ment strategy, and research the causes of dust storms.’’33 China is willing
to share real-time data with Korea and Japan on dust and sandstorms as
they arise. Since the massive storms in 1998, 2000 and 2002, China has
been an active participant in initiatives aimed at combating DSSs.

In addition to governmental initiatives and assistance from neighbour-
ing countries and international organizations, civil society is also taking
part in the efforts to arrest DSSs. The general public and environmen-
tal NGO communities are swiftly reacting to intensified transboundary
DSSs, and are willing becoming involved in regional cooperation on com-
bating DSSs, particularly in DSS-affected areas. Thus environmental
NGOs and volunteers from DSS-affected countries have been actively
engaging in cross-border mitigation activities. Their most common strat-
egy is to plant trees in areas where land degradation and desertification
are advancing.34 Needless to say, however, the scale of activities of envi-
ronmental NGOs and volunteers is small, and most of their activities are
spontaneous and sporadic. In order to sustain the goodwill of people, the
business sector’s involvement (based on the tenet of corporate social
responsibility and its constant support for NGO activities) is the key to
making voluntary activities more effective.

Conflicting interests over scarce natural resources

Dwindling straddle and migratory fish stocks

The situation regarding marine resources in Northeast Asia is quite con-
frontational, without any multilateral regime or even a multilateral forum
for managing dwindling straddle and migratory fish stocks among coastal
states. Instead, there are several combinations of bilateral disputes over
migratory fish. These include the disputes between the two Koreas, be-
tween South Korea and Japan, between Japan and China, and between
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Russia and Japan. Here, Thomas Homer-Dixon’s theme of acute secu-
rity concerns aggravated by ‘‘ecological scarcity’’ might be applicable.35
However, if these countries create some type of multilateral resource
management scheme for dwindling migratory fish stocks, such coopera-
tion might generate an atmosphere for regional cooperation in other
issue areas. In fact, the Law of the Sea is now providing some kinds of
forums or frameworks for future multilateral management of straddle
and migratory fish in Northeast Asia.
People in Northeast Asia depend on fish as their major source of pro-

tein to a greater degree than the average person in the world. In the mid-
1980s fishermen in the North Pacific caught about 30 per cent of the
world’s catch.36 However, it is estimated that fish and invertebrates in
Northeast Asia declined, in terms of biomass, by 40 per cent between
the early 1960s and the early 1980s. For example, Japan caught over
60,000 tonnes of snow crab in 1968, but could catch only 10,000 tonnes
in the 1980s.37
Similar trends can be found in major fish stocks. In fact, recent annual

trade in fish and fisheries products of Japan, South Korea and China
raises concern about the current state of regional and international ma-
rine resources stocks, in particular, and the health of regional marine
ecosystems in general. For example, Japan’s imports of these items
amounted to about US$15.56 billion in 2000, a 390 per cent increase since
1980. South Korea’s imports in 2000 were about US$1.39 billion, an in-
crease of 3,791 per cent since 1980.38
The current situation of exploitation of marine resources in this region

points to the ‘‘tragedy of the commons’’.39 One way of ignoring the prob-
lem of maintaining a prodigal life is to import fish from other fisheries, as
the rich nation of Japan does. However, this kind of practice will create
similar problems elsewhere. Thus, solving or not solving the regional
problem of dwindling marine stocks also has international implications.
There is also another complication: regional fishery problems involve

clashes of economic interests and territorial disputes that occasionally
create extremely tense situations, inviting not only heated exchanges of
words but also exchanges of bullets.40 If dwindling marine resources of
regional and international fisheries become much scarcer, and competi-
tion for them becomes much fiercer, those resources might be considered
as vital as oil and natural gas, and so invite strategic thinking to obtain
them at any cost (if necessary by armed force).41 Popular and shallow na-
tionalism associated with territorial disputes might inflame skirmishes
into regional resource wars over fisheries. Good governance of regional
and international fisheries and conservation of marine resources are pre-
requisites for regional peace and stability.

308 OHTA



The two Koreas’ confrontations over marine resources,
and their lesson

North and South Korea have occasionally clashed over the maritime bor-
der in the West Sea, or near Yeonpyongdo and a line of islands offshore,
where fish and crabs swarm. The UN Command (UNC) and North Korea
signed an armistice agreement in 1953 that clearly established the land
border on the Korean peninsula along a military demarcation line, but
failed to do the same for a maritime border. The West Sea Northern
Limit Line (NLL) was drawn north of a group of islands by UNC Com-
mander Mark W. Clark without consultation with North Korea (the
DPRK). Thus, some legal and political problems remain to this day.

International legal experts generally disagree that the NLL is a mari-
time border, and the DPRK has just acquiesced in the de facto maritime
border. In order to avoid unnecessary armed clashes along the NLL, a
buffer zone was set up 1–15 km south of the NLL to prevent accidental
intrusion, and action rules of refraining from firing unless the other side
first uses armed force were introduced so as to prevent a military clash
from arising from ‘‘unintentional intrusion’’.42

Therefore, even today, South Korean fishermen are still escorted by
navy vessels when they go fishing in the contested area. The DPRK’s in-
terests are mainly economic, strategic and political. Maritime resources in
this area are quite attractive to the DPRK since the export of crabs is an-
nually worth US$20 million. Thus intrusion by DPRK fishermen south of
the NLL occurs mostly in June, the crab-harvest season. From a strategic
vantage point, the neutralization of the NLL can help break the armistice
regime and secure a diplomatic edge over South Korea and the United
States. Finally, regarding the DPRK’s domestic politics, its confronta-
tional posture towards South Korea may provide an outlet for hardliners’
discontent about internal reforms.43

Against this background, two skirmishes occurred in 1999 and 2002. In
June 1999, when boats of North Korean fishermen entered South Korean
territory and were pushed back, North Korea’s navy vessels fired shells at
the South’s vessels. Soon after, two North Korean vessels were destroyed
and at least 30 North Korean troops died. In June 2002 another naval
clash occurred, killing five South Korean soldiers; the number of North
Korean victims is unknown.44

These incidents must have come as a ‘‘wake-up call’’ from the frozen
nightmare of the Cold War. North Korea’s 1999 incursion happened just
before mid-term National Assembly elections in South Korea, and the
2002 clash occurred about six months before the presidential election.
One year after the 1999 incident, President Kim Dae-jung met with his
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counterpart Kim Jong-il for the first peacetime summit.45 Two years after
the 2002 clash, military delegations of the two countries worked out a de-
tailed plan to avoid accidental armed clashes in the NLL. The two mili-
taries were to set up a telephone hotline, share a radio frequency, use
joint signalling systems and exchange information on checking for illicit
fishing around the NLL from mid-June 2004. While the two countries
agreed to convene high-level military talks to ease tension on the Korean
peninsula and build military mutual trust, South Korea suggested that
priority be given to avoiding armed clashes on the NLL, as the June
crab-catching season was drawing near.46

Other island disputes and fisheries in Northeast Asia

The Northeast Asian region has many similar disputes over marine re-
sources somewhat related to territorial disputes over islands, though
much less bloody than confrontations between the two Koreas in the
NLL. Between Japan on the one hand, and China and Chinese Taipei
on the other, there is the Senkakus/Diaoyus dispute. Between Japan and
South Korea there is the Takeshima/Dokdo dispute; while between Japan
and Russia there is the Northern Territories/South Kuriles dispute.
When we look at the issue of natural resources through the lenses of

territorial disputes, the confrontational aspects are magnified while re-
source management appears anarchic and chaotic. However, a multi-
lateral arrangement or an international convention can sometimes
provide a region with an instrument for cooperation and rational man-
agement of natural resources based on bilateral agreements. A positive
impact of the UN Convention of the Law of the Sea for regional bilateral
agreements on fisheries is a case in point.47
Since the entry into force of UNCLOS in 1994, the 200-mile EEZ

(exclusive economic zone) has been internationally recognized. China,
Japan and South Korea ratified the convention in 1996 and proclaimed
their EEZs so that they entered into a new international maritime order.
However, since the waters between these three countries do not extend
over 200 nautical miles, the boundaries of their EEZs overlap. Thus
they have to operate under tentative arrangements concluded bilaterally
until permanent boundaries can be drawn.
For instance, negotiations for a new Korea-Japan fisheries agreement

were initiated in May 1996. The two countries signed an agreement in
November 1996 (which became effective in January 1999) that ‘‘waters
within about 35 nautical miles from the territorial baseline shall be sub-
ject to direct jurisdiction of the coastal nation; reciprocal fishing is
allowed with the permission of the other party for operations in waters
under the jurisdiction of the other party; and intermediate zones will
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be set up for waters where the EEZs overlap’’.48 In addition, fishery re-
sources of the overlapping waters will be explored and managed on the
recommendations or decisions of the bilateral Joint Fishery Committee.
However, South Korean fishermen did not necessarily welcome this
agreement. To express their discontent strongly, over 100 Korean fish-
ing boats surrounded Japanese patrol boats that entered South Korean
waters for joint Korean-Japanese rescue training.49

South Korea and China began to talk about a bilateral fisheries agree-
ment in 1993, after their diplomatic relations were established in 1992.
The two countries signed the Korea-China fisheries agreement in August
2000, and this came into force in June 2001. The agreement divides their
waters into three categories for efficient management of marine resources
by zone: ‘‘a provisional regulatory zone, where fishery resources are
jointly managed by both governments; an interim management zone that
will revert to the EEZ of the coastal nation in 4 years; and a zone where
the fishing conditions will remain unchanged even after the entry into
force of the agreement’’.50 By January 2005 the number of vessels oper-
ating in each other’s EEZ and their quotas were supposed to be adjusted
on an equitable basis.

Tensions remain among China, South Korea and Japan over marine
resources, and new bilateral agreements cannot defuse all the tensions
or dissolve all contending economic interests. It is, however, fair to say
that these bilateral agreements are significant in that ‘‘they have estab-
lished a new fishery order among the three Northeast Asian nations
under the UNCLOS, and that a foundation was laid for cooperation in
management of fishery resources by the three countries in the years to
come’’.51

Finally, the positive impact of a new institution regarding the world
order on maritime resources per se is not insignificant, either. After the
ratification of UNCLOS, an annual total catch allowable was imposed
for several species. For example, sardines, mackerel, horse mackerel,
saury, walleye pollack and snow crab – all of which are popular with the
Japanese – are put under an annual catch restriction. Some other species
will be added to the list of control. Moreover, local fishery officials are
now required to use new computers to tabulate data on catches in major
fishing ports, and these data are utilized for determining a ‘‘total allow-
able catch’’ of dwindling fish stocks in this region.

As for South Korea and China, similar restrictions went into effect fol-
lowing the ratification of UNCLOS. In addition, while South Korea and
Japan planned to introduce, in November 2003, a new fishing quota sys-
tem based on fish types in the joint Korea-Japan EEZ, China introduced
a plan to reduce the number of fishing boats by 30,000 by 2010: from
222,000 boats in 2002 to 192,000 boats in 2010.52 Needless to say, viable
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verification and extensive monitoring are crucial to determine how effec-
tive this new institution is for managing maritime resources.

Conclusion

As noted in the introduction of this chapter, the main discovery of this
preliminary study is that there are extensive regional cooperative ar-
rangements for ENR problems in Northeast Asia. Among them, arrange-
ments to deal with acid rain and dust and sandstorms have the potential
to evolve into a regulatory regime. Although this chapter has examined
only the issue of straddle and migratory fish in the region as an example
of natural resource problems, we have now begun to witness the bur-
geoning of region-wide multilateral management of fish stocks.
Regarding regional cooperation for acid rain concerns, EANET (the

regional monitoring network) has strong potential to develop into a full-
fledged regime. Yet political space for arguments still exists, especially
regarding debate over sources and transport models of acid substances
between countries. It is therefore necessary to overcome scientific and
technical differences by political will to call for more forceful collective
actions. Thus, while solidifying EANET as the source of scientific author-
ity on sources and transport of acid substances and building a viable
monitoring system (by coming up with harmonized methods for measur-
ing acidity throughout the region) are important steps, public awareness
also needs to be built up to spur political will to reduce acid deposition in
the region.
Public awareness and the participation of NGOs are key ingredients of

regional cooperation for the problems of dust and sandstorms. Unlike
acid rain, the cause-and-effect relation of this problem is more visible
and tangible. Another important factor is the active participation of
China for DSS mitigation. In addition, the causes of DSSs are both natu-
ral and anthropogenic, such that nations on the down-wind side cannot
deal with the problem by simply blaming the nations on the up-wind
side for their inaction.
From the perspective of economic and national security interests, the

issue of natural resources magnifies the confrontational aspects. Re-
source management, moreover, appears anarchic and chaotic. According
to conventional views, there are no agreements and no regional forums
to discuss the management of shared resources in this region. This view
may still hold, especially if we look at the case of oil in the region. How-
ever, the case of straddle and migratory fish shows that a multilateral ar-
rangement or an international convention such as UNCLOS can provide
a region with an instrument for cooperation and rational management of
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natural resources based on bilateral agreements. This is a case in point
for future efforts on successful institution building for the protection and
management of natural resources in Northeast Asia.
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17

Multilevel regionalization through
think-tanks, higher education and
multimedia

César de Prado

Introduction: Increasing people’s exchanges
in Northeast Asia

While there is no public discussion about enacting a bold policy through
which all people could freely travel, work and settle in Northeast Asia,
the governments of Japan, mainland China and South Korea are never-
theless softly weaving bilateral ‘‘people’s exchanges’’ into a more tri-
partite or trilateral regional space. At their meeting in November 2000,
on the occasion of the ASEAN+3 summit, the three Northeast Asian
leaders proposed measures to enhance human and cultural exchanges be-
tween capitals and young people. The year 2002, anniversary of several
diplomatic landmarks, was designated as the ‘‘Year of Japan-China-
Republic of Korea National Exchange’’ to complement the ‘‘China
Year’’ in Japan, the ‘‘Japan Year’’ in China and the ‘‘Year of Japan-
ROK National Exchange’’.1 The declaration of tripartite cooperation on
7 October 2003 in Bali, again on the margins of the ASEAN+3 summit,
went further, as it included a broad set of political, economic and socio-
cultural exchanges that reflected a consensual agreement towards more
flexible governance.
The three-party committee, headed by the foreign ministers who study,

plan, coordinate and monitor the cooperation activities, presented a
glowing first-year ‘‘progress report’’ on cooperation in science and tech-
nology, cultural exchanges and people-to-people exchanges. It also
adopted an action strategy on trilateral cooperation to enhance sport
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exchanges further, encourage exchanges between local governments and
launch tourism promotion programmes to entice foreign tour operators
to operate in all three countries.

In the joint press statement of the third meeting of the three-party
committee held in May 2005 in Kyoto, however, the foreign ministers
did not elaborate on the progress of people-centred exchanges, except
for a vague mention of cultural exchanges. Public awareness about these
developments further decreased as China decided to cancel the seventh
trilateral summit in December 2005, due to ‘‘the current atmosphere’’ of
political posturing over historical issues. Yet the three Northeast Asian
leaders gleefully appeared next to each other for a colourful picture at
the first East Asian Summit held in Kuala Lumpur. It is therefore neces-
sary to analyse whether and how people-centred exchanges contribute to
the institutionalization and regionalization of Northeast Asia.

Starting from the basic assumption that knowledge construction and
dissemination are essential for people-centred exchanges, this chapter will
introduce three examples of multilevel knowledge construction and dis-
semination: the activities of think-tanks and related policy intellectual
networks advising political leaders; the higher education sector; and mul-
timedia communication which is enhanced by converging information
and communication technologies that increasingly deliver supranational
messages to the majority of the less mobile populations in the three
countries.

Decentralizing policy knowledge to regional think-tank
networks

One of the first agreements among the leaders of Northeast Asia was to
create a new batch of young intellectuals who would focus on the poten-
tial for future collaboration. This implicitly gave the message that they
realized they needed to escape from their ‘‘unintellectual’’ impasse, but
were not sure of the best way to proceed. Young leaders from govern-
ment, business, academia, media and people’s organizations have been
meeting in the Japan-China-Republic of Korea Future Leaders Forum
since 2002 – a yearly forum for the exchange of opinions in seminars
and symposia, as well as field trips and visits to schools and government
offices in all three countries. This forum is co-organized by the Japan
Foundation, the Korea Foundation and the All-China Youth Federation,
all of which are key government organizations in promoting international
cultural exchange.

These seeds are planted in a land also watered from external rivers. An
intellectual policy community in Northeast Asia was catalysed through
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trans-Pacific links, regionally outlined through links with Europe and
later enhanced by stronger dialogue and cooperation processes with
Southeast Asia.2 Actually, ASEAN countries are often allowed to lead
formal initiatives and take much credit for helping bind Northeast Asia
through ASEAN+3, the East Asian Summit and other macro-regional
processes.
‘‘All the major initiatives for the institutionalization of Asia-Pacific

cooperation from the mid-1960s onwards came mainly from Japanese
academics, who acted in close association with the Japanese govern-
ment and in collaboration with counterparts in Australia.’’3 Japanese
economist Kiyoshi Kojima proposed in 1965 to create a Pacific
Advanced-Countries Free Trade Area (PAFTA);4 although this proved
unsuccessful, it led to a long series (from 1968) of Pacific Trade and
Development (PAFTAD) conferences of self-selected economists from
academia and government promoting economic liberalization.
Japan proposed to enlarge the Australia-Japan Business Cooperation

Conference, and in 1967 hosted the first conference of the Pacific Basin
Economic Council (PBEC),5 an association of prominent business repre-
sentatives from five industrialized economies (Australia, Canada, Japan,
New Zealand and the United States). The lack of governmental interest
in PAFTA led Kojima to reformulate the proposal into the more flexible
Organization for Pacific Trade and Development (OPTAD), aided by the
writings of Peter Drysdale and John Crawford.6 OPTAD, too, was unsuc-
cessful, but it generated momentum to create in 1980 another Australian-
Japanese initiative, the Pacific Economic Cooperation Council (PECC), a
still-active tripartite gathering of prominent (and rather liberally minded)
government representatives, academics and business people. The United
States remains engaged in these Track II processes.
As the above happened, one could observe parallel Track II develop-

ments in Northeast Asia dealing with thorny security issues. After the
Canadian government funded some conferences in 1991–1992, the Insti-
tute on Global Conflict and Cooperation at the University of California,
San Diego, in 1993 started the Northeast Asia Cooperation Dialogue
between China, Japan, both Koreas, Russia and the United States. This
dialogue, which peacefully ‘‘wired’’ (WiredForPeace)7 the participants
through the yearly conferences to discuss many delicate issues of bilateral
and regional concern, paved the way for the multilateral Six-Party Talks
to deal with North Korea’s worrisome attitude.
Japan, in particular, approached Southeast Asia to enmesh China

politically and intellectually. Japan induced the creation of the ASEAN
Regional Forum (ARF) as a diplomatic process to create measures of
confidence building and preventive diplomacy. Based on experiences
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with the ASEAN Institute of Strategic and International Studies (ISIS), a
think-tank network originating in trans-Pacific conferences and since the
1990s serving as an important Track II process for ASEAN, the Council
for Security Cooperation in the Asia-Pacific (CSCAP) was formed and
has since June 1993 been the main Track II counterpart for the ARF.8

Complementing the ARF/CSCAP and the Six-Party Talks in the en-
meshing of Northeast Asian countries in regional dialogues is the
ASEM process, which since 1996 has been promoting both bilateral and
biregional cooperation, epitomized by high-level intellectual interaction
in relation to political, economic and socio-cultural issues. First was the
ASEM Vision Group, proposed by South Korean President Kim Dae-
jung at ASEM-1, which in 1998–2000 gathered persons from academia,
business, government and civil society to produce a comprehensive re-
port with 29 recommendations to improve cooperation in the fields men-
tioned above.

Under the initiative of the South Korean government and in the wake
of the ASEM Vision Group, the East Asia Vision Group (EAVG) was
formed in December 1998. So far, the EAVG is the closest thing to a pre-
liminary constitutional effort to help turn the ASEAN+3 regional process
into a substantial East Asian Community. A total of 26 intellectuals (two
per country) gathered several times before submitting a landmark report
of recommendations in 2001.9 Then, again under Korean leadership,
ASEAN+3 leaders agreed in November 2000 to convene an East Asia
Study Group (EASG) of governmental officials to assess the EAVG
recommendations and the implications of an East Asian Summit. The
EASG, established in March 2001, submitted its own report to the
ASEAN+3 leaders meeting in Cambodia during November 2002. The re-
port argued that an East Asian Summit was both inevitable and neces-
sary, and presented 26 recommendations generally ratifying the input of
the EAVG.10

Overall, the joint goal of both reports is to promote more political and
business interactions while enhancing knowledge dissemination. The
achievement of such interactions and knowledge dissemination would be
steered by networks of think-tanks while more permanent (but lean and
effective) institutions are constructed. In other words, the construction of
an East Asian Community remains largely a top-down design for the
near future, although the masses would progressively be engaged. A key
short-term measure was to ‘‘build a network of East Asian think-tanks’’,
building on the experience of the ASEAN ISIS, to form a bridge between
political leaders, academics and other social groups.

Following this recommendation of the East Asia Study Group, the
Network of East Asian Think-tanks (NEAT) was set up with a website11
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in Beijing after its first meeting there in 2003. NEAT’s yearly meetings,
which are held alternately in Northeast and Southeast Asia, have become
increasingly structured and productive. At the second meeting, in August
2004 at Bangkok’s Thammasat University, six working groups were es-
tablished and sponsored by various countries.12 At the third meeting,
hosted in August 2005 by the Japan Institute of International Affairs,
the first set of proposals were presented and discussed, and during the
fourth NEAT meeting in August 2006 a new working group structure
was proposed.13
NEAT and other multilevel initiatives are promoting think-tanks in

Northeast Asian countries. For example, Japan’s new Asia Strategy, pre-
sented just before the ASEAN-centred regional summits in December
2005, declared an intention to turn the country into the ‘‘thought leader
of Asia’’. As a means to prepare for that declaration, the Council on East
Asian Community (CEAC)14 that gathers leading Japanese think-tank
and academic leaders had been inaugurated in May 2004.
Meanwhile, China’s think-tanks have been adapting to the times.

In the newest, post-Tiananmen generation of research sections and affili-
ated institutes of party organs analysing international issues, the influ-
ence of the Central Committee’s China Institute of Contemporary
International Relations (CICIR)15 is decreasing relative to the Foreign
Ministry’s China Institute of International Studies (CIIS).16 However,
they are both carefully analysing the world from a multilevel perspective.
In addition, the rapidly growing China Foreign Affairs University
(funded by the Chinese Ministry of Foreign Affairs) nowadays wants to
be the key hub of East Asian intellectual diplomacy: soon after the inau-
gural conference of NEAT, it became the coordinator and the host of
NEAT’s website.17
South Korea, which has long felt pressured to be a balancer between

its larger neighbours, as a result of the recommendations of the East
Asia Vision and Study Groups took responsibility for managing an East
Asian Forum for prominent politicians and think-tank leaders to engage
in annual dialogue. Seoul’s Yonsei University, one of the promoters of
the forum, has also created a Northeast Asian Network (NEAN)18 for
young people to explore solutions to common problems more freely.
Moreover, Korean President Roh Moo-hyun has established a presiden-
tial committee for a Northeast Asian Cooperation Initiative (NACI)19 to
set up strategic lines for regional cooperation.20 If much better coordi-
nated with the policy intellectuals of China and Japan, NACI could even-
tually grow alongside young think-tanks and Track II initiatives to
catalyse a subregional coordination office of the earlier East Asian Vision
and Study Groups.
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Creating joint knowledge through higher education
collaboration

To help create a more knowledgeable civil society, Northeast Asian gov-
ernments, advised by think-tank and policy experts, incorporated educa-
tion actions in paragraph 10 of the 2003 Tripartite Declaration. The first
yearly progress report of the tripartite cooperation, adopted in Novem-
ber 2004, already indicated growth in student and language exchanges,
and progress in mutual recognition of academic credits and records
through agreements between universities. Furthermore, the action strat-
egy on trilateral cooperation, adopted in November 2004, agreed to sev-
eral measures to enhance education through the promotion of high-level
consultations; cooperation on the training of highly qualified personnel;
mutual recognition of academic degrees, credits and records; and student
exchanges.21

Political problems between Japan and its neighbours surprisingly seem
to have catalysed enhanced knowledge cooperation. Following Japanese
Prime Minister Koizumi’s visit to the Yasukuni shrine on 17 October
2005, the South Korean Ministry of Education announced that it was
seeking a three-way meeting with education ministers from China and
Japan to address alleged distortions in history textbooks in the three
countries. To prepare for this and other joint activities, the inaugural
Korea-China-Japan educational directors-general meeting was held in
Seoul in March 2006; each country presented its educational priorities
and government policy measures, and all discussed ways to develop di-
verse three-way collaboration models.22 As in the case of think-tanks,
the revitalization of the Northeast Asian higher education systems relies
on multilevel links with key partners around the world, such as the Asia-
Europe Foundation (ASEF).

To help form an East Asian higher education core, ASEF has pro-
moted several activities in higher education, including the formation of
university networks, short-term university courses and scholarship pro-
grammes. ASEF has also begun to create databases on academic
programmes and scholarships and is promoting thematic networks of
experts on various regional issues.

The ideas of the East Asia Vision Group, which called to ‘‘provide as-
sistance and cooperation in . . . human resources development’’ and ‘‘work
together with cultural and educational institutions to promote a strong
sense of identity and an East Asian consciousness’’, were followed up by
the East Asia Study Group. Japan then formed an ASEAN+3 Group on
Facilitation and Promotion of Exchange of People and Human Resource
Development that advanced the earlier ideas; a report was presented
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to the ASEAN+3 leaders’ meeting in Bali in October 2003 with 14 rec-
ommendations touching on economic, educational and social/cultural
issues.23
The people-centred economic recommendations ranged from address-

ing free trade and economic partnership agreements to the promotion of
mobility among skilled and unskilled workers. The socio-cultural recom-
mendations suggested promoting gender equality, youth skills, greater
public appreciation of regional cultural heritage, galvanizing public
actors at local levels as well as other types of community actors, and re-
questing advice and monitoring from Track II processes. The educational
recommendations were to promote lifelong-learning programmes; credit
transfer systems; scholarships and exchange programmes for students,
faculty and staff; research and development cooperation; ‘‘centres of ex-
cellence’’, including those based on e-learning; and curriculum develop-
ment as a basis for common regional qualification standards among
potentially interested centres/institutions. Overall these recommenda-
tions seem a bit vague, but closer analysis suggests that much is quickly
being accomplished.
Through these policies, Japan wants to consolidate itself as an intellec-

tual hub in East Asia. According to its Ministry of Education, most of
Japan’s inbound foreign students come from China and other East Asian
countries. The number of inbound foreign students grew from 53,847 in
1995 to 117,302 in 2004, 65 per cent of whom came from China, 12 per
cent from South Korea and 14 per cent from other Asian countries.
Growth is also significant in the number of higher education initiatives

promoted by Japan. The University of Tokyo, the most prestigious of the
national universities, is a good example of how Japan aims to become an
intellectual gateway between East and West. In 1999 the University of
Tokyo (Todai) created the BeSeToHa network in collaboration with the
top national universities in Beijing, Seoul and Hanoi. In 2005 the under-
graduate liberal arts college of Todai created an East Asia Liberal Arts
Initiative to reach out bidirectionally to China and other neighbouring
countries on difficult issues.
Moreover, the Association of East Asian Research Universities links

17 centres from Japan, South Korea, China, Hong Kong and Chinese
Taipei. Many Todai academics are involved in Asian issues, an increasing
number of which are galvanized by the Asian Studies Network, which has
been managed since its creation in 2002 by the University of Tokyo’s In-
stitute of Oriental Culture.24 Research academics at that institute have in
past years also helped advance several other complementary regional
education and research activities.25 This includes academic journals;26
the Asia Barometer, the first comprehensive yearly survey on the opin-
ions of East Asian urban residents on a broad number of issues, hoping
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to find clues to help advance an (East) Asian identity; an (East) Asian
Consortium of Political Research; and a Network of East Asian Studies
to catalyse contemporary East Asian regional knowledge through leading
national universities in the ASEAN+3 countries. The Institute of Orien-
tal Culture also hosts an online ‘‘Gateway to Asian Studies in Japan’’,
which has scores of links to Japanese research centres touching on as-
pects of East Asia – increasing numbers of these have a regional remit
or interest.

In addition, the Institute of Asia Pacific Studies Centre of Excellence
on Contemporary Asian Studies,27 based at Waseda University, has a
number of initiatives focused on the East Asian Community. In Decem-
ber 2005 it held an East Asian Studies forum with representatives from
Northeast and Southeast Asia to brainstorm in detail about how to create
networks that can help internationalize higher education in East Asia
with an East Asian dimension. As one example, the participant from
China’s People’s University suggested constructing an association of re-
search institutes for Northeast Asian studies and a network of academic
associations for regional cooperation in (North) East Asia. Meanwhile,
researchers at Waseda and other public and private universities also
play a role in developing new technologies for education being tested
for East Asian cooperation; the Asia e-Learning Network,28 for example,
during 2002–2006 encompassed East Asian countries focused on the ex-
pected growth of info-communication technologies in the higher educa-
tion sector, mainly in China.

China’s rise and South Korean transformation

With the introduction of market economy mechanisms and growing de-
mand for qualified manpower, China has been focusing on establishing a
viable system of human resources development. An overall strategy for
this is to reform its university system to face internationalization; China
is now in the middle of a revolution of its higher education system that
is facilitating, and perhaps determining in the longer term, the creation
of a regional higher education area in East Asia. First in 1985, and again
in 1993, the Party Central Committee reformed the system to promote
expansion and diversification of institutions to allow private centres, to
send more students abroad and to encourage further international ex-
change. Since the early 1990s China has consolidated its university sys-
tem by merging many of them and promoting selected universities to
compete globally; the number of transnational programmes, physical
and online, has increased to about 800. To internationalize at home,
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public authorities have recently clarified a policy of increasing (albeit
controlled) semi-open inwards foreign investment.29
Since the demand by potential students for domestic and international

higher education is growing exponentially, many who cannot enter Chi-
nese universities go to Japan or other East Asian countries. The regional
trend is particularly seen in the intake of foreign students.30 In 2003
China had some 77,715 foreign students: more than 45 per cent came
from South Korea and 17 per cent from Japan. Presumably many more
students will soon come from the region, because China started to imple-
ment an unprecedented plan in 2004 to attract 120,000 foreign students
by 2007. Not only public universities but private colleges have been able
to accept foreign students as of July 2004.31 The curriculum is being mod-
ernized accordingly; while in the past foreign students went to China to
study the language or traditional medicine, many now go to study natural
and social sciences. Not surprisingly, about 70 per cent of the joint
programmes between Chinese and foreign higher education institutions
focus on business and management.32
Given the developments in Japan and China, in 2005 the South Korean

government announced a plan to reverse the comparative falling of its
higher education system based on five key policies:33 university adminis-
tration systems will be substantially improved; content will fit industrial
demands; universities in particular will enhance regional innovation; pro-
fessional graduate schools will be created to enhance the quality of uni-
versity education; and specialized universities will be supported with
funding based on the principles of ‘‘selection and concentration’’.
A number of support schemes will connect South Korea’s new higher

education vision to the outside world. The government wants to enhance
world-class research-oriented universities. The Brain Korea 21 project
has entered its second round (2006–2012) to help students study abroad,
invite foreign faculty members, provide graduate students with funds for
personnel expenses and foster industry-academia collaboration. The gov-
ernment’s Study Korea project hopes to attract 50,000 foreign students
by 2010. The number of partnership agreements between Korean and
foreign universities will increase. Moreover, establishing branches of Ko-
rean universities abroad will be promoted.

Regionalization through multimedia communication

The political will to construct a Northeast Asian space, shaped by the
visions of policy intellectuals, may further occur as more internationally
knowledgeable students graduate from reformed university systems. To
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complement this long-term people-centred strategy, the governments of
Japan, China and South Korea are now reaching the majority of their
citizens through new types of cultural policies that profit from converg-
ing multimedia technologies. Here again Japan has been playing a lead-
ing role, although the behaviour of China is becoming the key to a
knowledge-based Northeast Asian community.

Meanwhile, China’s cultural adaptation is reflected in the current wel-
coming of the Korean cultural wave. Since the late 1990s, South Korea
has also begun to welcome Japanese films, videos, manga and pop music
– a policy temporarily suspended in the new century due to protest
against the treatment of history in Japan’s textbooks, an issue on the
way to amelioration through the setting up of a joint commission of his-
torians. While some Japanese ultra-nationalist cartoonists denigrate their
neighbours, the government tries to use the mass media in a positive
light. This mild Asianization of Japanese culture tends to imply a leading
role for Japan.

A high-tech Japan is also helping lead East Asian countries into a
more common multimedia age. In September 2001 Japan hosted the
first East Asia Information and Communications Technologies (ICT)
Cooperation Conference, and a year later it promoted the first China-
Japan-Korea IT ministerial meeting in Morocco, a side event of an Inter-
national Telecommunications Union meeting. In the second ministerial
meeting, held in September 2003, the governments released a broad joint
declaration for trilateral information-communications cooperation in six
main areas: next-generation telecommunication service policies; 3G and
next-generation mobile communications; digital TV and broadcasting
(including the 2008 Beijing Olympics); open source software; network
and information security; and next-generation internet (IPv6). Working
groups and forums first met in spring 2004, and the next ministerial meet-
ing held in Sapporo in July 2004 created an international cooperation
working group as well as an ad hoc study group focused on the concept
of a grand convergence idea called the ‘‘ubiquitous network’’. It was
decided to rename the regional cooperation framework the East Asia
(CJK) ICT Summit to link better with the developments towards an
‘‘e-ASEAN’’ aiming at free trade and investment in the area of informa-
tion and communications.

A closer sectoral analysis suggests some hopeful progress in regional
information-communications cooperation, which is necessary to catalyse
the interest of Northeast Asian populations. The telecommunications
and audio-visual sectors, traditionally under state control, are slowly
becoming more open in a regional fashion as they converge with the
globalizing technologies behind computing and the internet.
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Telecommunications

The early generations of wireless phones in East Asia represented a frag-
mented panorama. While Japan encouraged indigenous systems, China
and other East Asian countries mainly adopted the European GSM sys-
tem. The main telephone companies, under the oversight of govern-
ments, are now adopting new generations of mobile communications
that allow multimedia communication to develop more in a regionally
and globally compatible manner. Japan’s NTT DoCoMo, Asia’s largest
mobile communications provider, has built on GSM and indigenous 3G
technologies to launch the Freedom of Mobile Advanced (FOMA) stan-
dard, which can be used around East Asia. A pragmatic China, which
since 2001 has been the largest mobile telecommunications market in
the world, has so far preferred to allow various foreign standards to com-
pete among themselves while Chinese firms upgrade their technologies.
Meanwhile, NTT DoCoMo announced in early 2006 that it was investing
in South Korea’s telecommunications market through a closely con-
trolled stake in the Korea Telecom Corporation.
Naturally, Japan’s multilevel strategy leads its telecommunications

companies to reach into other parts of Asia that are also well linked to
China. For instance, leading the Tokyo-based (and NTT-sponsored)
Asian ISDN Council, which was established in 1988, reflected Japan’s
interest in regionalizing high-speed cable-based technologies. Original
members from Korea, Singapore and the Philippines were joined by
others from Thailand, Indonesia, Malaysia, Viet Nam and China. Nowa-
days the key public and private actors in the region gather to exchange
opinions and information on technologies and their international stan-
dardization. Furthermore, the name was changed in 1999 to the Asian
Info-Communications Council34 in order to accommodate converging
technological changes.
The Japanese government approached the Asia Pacific Telecommunity

(APT) to promote regional cooperation.35 The APT until recently was a
relatively low-profile institution established in Bangkok in 1979 as a re-
gional telecommunications organization under the auspices of the UN
Economic and Social Committee; recently APT member countries have
increasingly presented a unified voice in global venues like the Interna-
tional Telecommunications Union. In 1997 Japan’s former Ministry of
Post and Telecommunications (MPT) lobbied for a plan to create an
Asian Telecommunications Standardization Institute (ATSI) within the
APT. The proposal was for ATSI to become a regional body to promote
the technologies of the region’s companies.36 Although the original plans
to have a fully operative ATSI by 1999 were scaled down due to coordi-
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nation problems within the many and diverse members of the APT
(reaching from Iran to the Pacific), an ad hoc group on standardization,
chaired by Japan, eventually led to an APT Standardization Program to
harmonize technologies coming downstream from the ITU with local
needs. Moreover, there has been substantial progress in the APT’s Asia-
Pacific Information Infrastructure (APII) annual ministerial meetings
since the first one took place in Tokyo in 1995. The sixth APII, which
met in Bangkok in August 2000, prepared for a landmark Asia-Pacific
summit on the information society that took place in Tokyo in November
2000.

Expecting to gain a world leadership position in third-generation sys-
tems, Japan’s MPT announced that it was compiling a blueprint to pro-
mote a single global protocol for fourth-generation (4G) mobile phone
systems, allowing for rapid communication speeds for convergent multi-
media, which should be ready by 2010. In 2002 Japan and Korea created
a joint 4G forum to develop and standardize new mobile technologies,
and even tested a pilot satellite service during the 2002 football World
Cup that they jointly hosted.

Audio-visual

Although new communication infrastructures facilitate it, the key to a
more common Northeast Asian regional information-communications
space is the audio-visual sector.37 One might assume that the prospects
of broadcasting cooperation are dim, given the strong governmental pro-
tection on all forms of media communication, especially in China, as well
as the media battles about territorial disputes, textbooks and history. The
Chinese ruling party, through State Administration of Radio, Film and
Television, controls the main TV company (China Central Television),
regulates the connection and standardization of content of local cable
networks and is trying to establish a national radio and cable transmis-
sion network to merge cable, wireless and satellite TV as well as internet
systems.38 Yet Japan’s government has been trying to lead the regionali-
zation of technology and media content in East Asia.

When colour TV appeared in the 1950s, Japan, South Korea and Tai-
wan decided to use the US National Television Standard Committee
(NTSC) system, while China opted for a version of Germany’s phase
alternating line (PAL) system. During the 1990s Japan’s public broad-
caster, NHK, developed an indigenous digital TV technology named
Integrated System Digital Broadcast for Terrestrial (ISDB-T). Now
slowly being introduced, ISDB-T will dynamically compete with the in-
digenous types of high-definition television that the Chinese government
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is nowadays considering.39 Yet if Chinese competing standards find ways
to collaborate with Japan’s NHK, there is good reason to think that Asia
could be a harbinger in the partial regionalization of TV technologies,
leading to the easier exchanges of services.
As in the case of telecommunications, Japan has long been trying to

reach to China through Southeast Asia. The Asia-Pacific Broadcasting
Union (ABU)40 is a professional association of terrestrial broadcasting
(radio and television) carriers and producers. While the ABU was not
ready to work on common colour TV standards, it has found avenues to
cooperate in exchanging limited amounts of TV content and has recently
declared its readiness to coordinate its activities with other standardiza-
tion venues, including the aforementioned Asia-Pacific Telecommunity.
All these (and other) activities are being promoted at the ministerial

level, increasingly within an ASEAN+3 framework. A first conference of
the ministers of information and broadcasting in the Asia-Pacific region,
which met in May 2003 in Bangkok, recognized that ‘‘media professionals
can play an important role in informing, educating and entertaining the
public, fostering peace and mutual respect’’.41 To sustain the recent ex-
pansion of distribution of films and television programmes in East Asia,
under the proposal of Japan’s METI in the ASEAN+3 economic ministe-
rial meeting held in Jakarta in September 2004, ministers and experts re-
sponsible for content industries gathered at the Asian Content seminar
held during the 2005 Tokyo International Film Festival.42 They agreed
jointly to study the establishment of an Asian Content Promotion Center,
develop and exchange human resources, support Asian film festivals and
enhance the trade and investment environment – all activities to be fol-
lowed through an Asian Content Information Network and future annual
meetings.

Computing

At the same time that Japan and other East Asian countries are begin-
ning to regionalize their traditionally closed telecommunications and me-
dia policies, there are signs of possible effective regionalization of global
computing and internet technologies. Global computing technologies
have allowed economic growth in much of East Asia, as countries like Ja-
pan and the ‘‘dragons’’ have excelled in semiconductor memories, com-
puter peripherals (like monitors) and related consumer electronics. East
Asian countries are nowadays advancing regional collaboration in oper-
ating systems, but instead of developing something totally new and in-
compatible, they are building upon the globally available Linux-based
software and operating system. The first Asia Open Source Software
symposium,43 co-sponsored by Japan’s Centre of International Coopera-
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tion for Computerization, was held in Thailand in 2003; biannual confer-
ences are held in East and South Asia to focus on upgrading software
programming skills and the creation of regionally mutual recognition
standards (although this has to take into account the current global envi-
ronment, where Silicon Valley still leads a large global network of com-
puting hubs).

On top of global operating systems, Japan and other East Asian coun-
tries have been able to promote local forms of written communication.
When computers increasingly began to be used for text-based applica-
tions, global-based computing firms had to code the language scripts of
the countries where computers were going to be sold. The text that com-
puters handle was originally limited to a character set named ASCII
(American Standard Code for Information Interchange) – small enough
to code the simple Roman alphabet on which English is based, but not
at all suited to code the many ideograms found in Chinese, Korean and
Japanese scripts. Nevertheless, Japanese and other technical experts in-
duced a compromise, in which ASCII became a subset of a globally com-
prehensive Unicode44 standard that has been upgraded over the years
to add more characters and languages. The issue of language script en-
coding may eventually bring Northeast Asian countries together in the
internet-based multimedia age.

Towards internet-based regional convergence?

Keio University in Tokyo, the Asian hub of some important internet
parameters, first connected to the research internet in the mid-1980s.
Japan’s commercial internet providers began their activities in the early
1990s, at the same time as the precursor of the Japan Network Infor-
mation Center (JPNIC)45 was formed. Since then, the country has ex-
perienced an exponential growth in connections and applications, an
increasing number of them suited for the Japanese language and culture.
In 2000 the JPNIC transformed into a more nimble corporation to take
over the administration of the .jp domain name registration and manage-
ment as well as the Japan Registry Service (JPRS),46 which soon began a
registration service for general-use .jp domain names and a better service
for browsing Japanese .jp domain names through the internet.

At the same time, Japanese stakeholders have been active with other
countries and regional organizations in East Asia. This cooperation in-
cludes China, whose ruling party has increased its control of the internet
to limit information that the government considers harmful to basic polit-
ical and social stability, but which has generally welcomed the use of the
internet for economic purposes.
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The Asia Pacific Networking Group (APNG),47 originating in the
National University of Singapore, is the core body for newly created
regional internet organizations dedicated to the advancement of regional
infrastructure. It is flexibly organized by part-time volunteers throughout
the Asia-Pacific region, although the pre-eminence of the key internet
players in the region – especially Japan, South Korea, Singapore and
Hong Kong – is noticeable. The APNG has spawned several Asia-Pacific
organizations as well as information, trade and policy discussions. One
of the most relevant was the Asia-Pacific cross-country top-level domain
organization, intended to coordinate and organize the region’s top-level
domain holders.
A key topic of interest for the APNG has been the promotion of a de-

centralized, multilingual internet environment. Researchers at Singapore
National University’s Computing Faculty in 1998 started a pilot project
with academics in Japan to create domain names in Chinese, which soon
developed to incorporate more languages. The project quickly became
operational with the launching of services in Chinese Taipei in Decem-
ber 1999 by Internationalized Domain Names Solutions,48 a largely
Singaporean firm that has quickly spread throughout Asia and to the
United States, for instance through the Multilingual Internet Names
Consortium.49
Given these developments around the world,50 it may be just a mat-

ter of time before regional solutions appear in Asia. In November 2000
the US-based VeriSign Inc. had a test-bed allowing the registration of
second-level domain names in Chinese, Japanese and Korean, thus still
forcing the use of .com, .net and .org generic top-level domain names
through the Internet Corporation for Assigned Names and Numbers
(ICANN),51 a private organization that controls the public internet
under the oversight of the US Department of Commerce. But the Chinese
government, through the Chinese Domain Name Consortium (CDNC),52
blocked internal registrations, stating that registrations in Chinese are its
sovereign right. In the wake of the dispute, the .asia top-level domain
name was proposed in 2004 by the Hong Kong-based DotAsia Organiza-
tion,53 which was originally backed by a consortium of mainly East Asian
country and regional internet regulators (although it soon attracted the
support of a growing number of countries, organizations and companies).
After long negotiations with ICANN, the DotAsia generic top-level do-
main name was approved in October 2006, to start operations in 2007–
2008.
With the Bush Jr administration worrying about the pressure that the

Chinese government puts on search engine companies like Google to
comply with its stringent media regulations, China is moving further
away from the shaky consensus under ICANN. In the winter of 2006
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China launched a system to use Chinese characters under .cn, .com and
.net top-level domain names, thus allowing users to type Chinese char-
acters instead of Roman alphabet letters for website and e-mail ad-
dresses.54 This system is still compatible with the global internet run by
ICANN, but it could be decoupled if, for instance, decoupling was jointly
agreed to by other countries writing in Chinese characters.

Concluding comments

Despite much tension over unresolved problems, the soft developments
towards jointly creating a knowledge-based space in Northeast Asia pre-
sented in this chapter are raising high hopes that the seemingly ‘‘impossi-
ble’’ is finally within the reach of the next generation. There are, as yet,
no regional institutions for the political leaders of Japan, China and
South Korea to engage continuously with each other and with capable
elements of their civil societies in the functional knowledge-based sectors
presented in this chapter.

Nevertheless, policy leaders are allowing a growing number of think-
tanks to interact through Track II processes, and are planting a few
democratic seeds as they allow young leaders from non-governmental
backgrounds to view the policy landscape. If minimally coordinated, it is
conceivable that the growth of these parallel initiatives could herald the
birth of a new type of regional governance institution that mixes the
European legal approach with a more recondite Asian way of informal
consultation and organization.

There is not yet an overall common Northeast Asian education space;
nevertheless, higher education institutions have begun to promote struc-
tural collaboration to facilitate the further growth of knowledge ex-
change. Japan wants to be a hub for Chinese and other students, but
China has also entered international competition to attract talent, and
South Korea has finally started to catch up. Cooperation in the higher ed-
ucation sector among the three Northeast Asian countries should not be
difficult. The development of capable human resources has been crucial
to the rapid economic growth of Japan and South Korea – a situation
that China would like to replicate, helped by traditional, hierarchical,
hard-work Confucian values (though partially relaxed to allow for meri-
tocratic Western values).

While Japan has experienced several waves of cultural influx from
more advanced China and Korea, it is nowadays successfully reaching
to its neighbours through visual and other forms of mass culture. Yet
South Korea is also an important regional player, and all are committed
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to advancing cultural exchanges that may easily converge in the multi-
media world that internet information communications facilitate. If these
exchanges continue to be softly woven into a stable pattern within an
open, internet-focused world, it is conceivable that a common, friendly
Northeast Asian identity may appear to complement the still-strong na-
tional identities.
To sustain the hopeful soft regionalization that links governments to an

incipient civil society, the role of external partners will remain crucial.
The United States is not only a regional hard power, but also a regional
soft power in much of urban Northeast Asia. This power should be com-
plemented by Europe’s regional developments, which are still mainly
soft. Transatlantic and other world partners could then further facilitate
a gradual rapprochement between Japan and China, possibly balanced
by a more stable Korean peninsula, in conjunction with Southeast Asia,
which now holds the driver’s seat in a series of ASEAN-centred dialogue
and cooperation processes. If these steps are taken without stumbling,
Northeast Asia will softly contribute to a more successful multilevel
world governance system.
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International migration and
human rights: A case for a regional
approach in Northeast Asia

Tsuneo Akaha and Brian Ettkin

Introduction

The international community has been slow to recognize the need for a
universal legal regime for the protection of international migrants’ hu-
man rights. For example, a human rights analyst observes: ‘‘The language
of human rights, not to mention the view and perspectives of migrants,
have been largely absent from the migration policymaking arena to
date.’’1 But there has been a gradual recognition of the relationship be-
tween migration and human rights. For example, during the 1990s the
UN General Assembly adopted the International Convention on the Pro-
tection of the Rights of All Migrant Workers and Members of Their
Families (ICMW) and the UN Human Rights Commission identified mi-
grants as a vulnerable group and appointed a special rapporteur in 1990.
An expert study by the Sub-Commission on the Promotion and Protec-
tion of Human Rights charted the protection of non-citizens’ rights under
international law.2 International migration is a fairly recent phenomenon
in Northeast Asia. However, with cross-border migration in the region
expected to grow significantly in the next decades, it is imperative to ad-
dress this problem.3
International migration is a multifaceted phenomenon. It has eco-

nomic, political, legal, socio-cultural and security dimensions. The largest
segment of transborder human flows around the world is propelled by
economic factors (lack of economic opportunities in home countries and
better opportunities in destination countries). Cross-border migration in
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Northeast Asia is no exception, and it is affecting the distribution of em-
ployment, labour, human capital, disposable income and government
revenues within and between the countries of the region. In addition,
international migration in this region has political consequences, de-
manding both domestic and foreign policy initiatives and adjustments.
Domestic and international legislation are often inadequate or ineffective
in protecting the rights of migrants, as well as those of members of host
communities. International migration in Northeast Asia affects social in-
stitutions, from the family to social networks at local, national and trans-
national levels. It also has consequences for the cultural values and
identities of border-crossing individuals and those with whom they come
into contact.

Furthermore, the economic, political, legal and socio-cultural effects of
transborder migration sometimes trigger inter-state conflicts or exacer-
bate existing tensions at the international level. They also have conse-
quences for human security, broadly defined as the freedom from
hunger and fear. The most dramatic example of a human security prob-
lem regarding cross-border human flows in this region is the plight of
North Koreans who for various reasons leave their country and move
illegally into China, with many of them ending up in third countries, such
as South Korea. Trafficking in humans is another human security prob-
lem. The region is also increasingly concerned about the impact of migra-
tion on public health issues, e.g. HIV/AIDS, SARS and other contagious
diseases.

Building a regional institution that deals comprehensively with the
multifaceted phenomenon of international migration is no easy task.
Even the European Community, the most advanced regional integration
scheme in the world today, is experiencing serious problems resulting
from the free movement of people across national borders. As will be
shown below, the need for regional cooperation over migration and hu-
man rights issues in Northeast Asia is obvious, but the difficulty of insti-
tutionalization is compounded by the diversity of the countries within the
region, as highlighted by Yamamoto in this volume. Diversity is even
greater when one adds Russia, as in the present analysis, to the definition
of ‘‘Northeast Asia’’. The chapter will show that relevant norms and rules
that need to be instituted within the region already exist at the global
level or elsewhere in the world. Additionally, it is argued that this pro-
cess can be facilitated through a regional mechanism for dialogue and
rule adoption/adaptation, and that, fortunately, there are some examples
(and merits) of this approach outside Northeast Asia from which the re-
gional leaders can learn.

This brief analysis will examine the potential value of a regional
approach to the protection of the human rights of international migrants
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in Northeast Asia. More specifically, it will address three questions. How
may a regional approach contribute to the promotion and protection of
the human rights of international migrants? What obstacles might limit
the development of a regional approach? What lessons can we learn
from regional frameworks and processes developed in other parts of the
world? Before addressing these questions, the chapter first provides an
overview of the current state of cross-border migration in Northeast
Asia and the human rights issues that have emerged as a result.

Definition of terms

This chapter is primarily concerned with migration across national bor-
ders, leaving internal movement of people to other studies. Traditional
population studies define migration as ‘‘the geographic movement of
people across a specified boundary for the purpose of establishing a new
permanent or semipermanent residence’’.4 This definition, however,
overlooks some of the nuances of primary migration modes in Northeast
Asia – such as Chinese shuttle traders moving between northeast China
and the Russian Far East. Such cross-border human flows reflect a differ-
ent type of migration. Their impact on both the sending and receiving
countries may be greater than that of the itinerant businessperson or
tourist.5 Thus, migration is defined broadly to include temporary human
flows across national borders, in addition to migration for the purpose of
establishing new and more permanent residence.
Most of the cross-border movement of people takes place legally, but

some of it is illegal, and this discussion includes both types. It covers peo-
ple who, for the most part, voluntarily cross national borders, refugees
who are compelled to flee their country of origin for various reasons and
persons who are trafficked abroad against their will.
The 1951 UN Convention Relating to the Status of Refugees and

its 1967 Protocol define a refugee as an individual who ‘‘owing to a
well-founded fear of being persecuted for reasons of race, religion, na-
tionality, membership of a particular social group or political opinion, is
outside the country of his nationality, and is unable or unwilling to avail
himself of the protection of that country’’. A broader definition of refu-
gee has been used in various parts of the world, to include people who
move as a group across international boundaries to escape war or civil
conflict.6 The very definition is a subject of controversy and of conse-
quence to the protection of human rights of individual citizens in North-
east Asia.
Human trafficking is defined as ‘‘the recruitment, transportation, trans-

fer, harboring or receipt of persons, by means of the threat or use of force
or other forms of coercion, of abduction, of fraud, of deception, of the
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abuse of power or of a position of vulnerability or of the giving or receiv-
ing of payments or benefits to achieve the consent of a person having
control over another person, for the purpose of exploitation’’, and exploi-
tation is defined to include ‘‘at a minimum, the exploitation of the prosti-
tution of others or other forms of sexual exploitation, forced labour or
services, slavery or practices similar to slavery, servitude or the removal
of organs’’.7

In the present discussion, human rights is also defined broadly and in-
cludes all the basic rights enshrined in international human rights con-
ventions and those human rights for which there is widely recognized
customary international law, as well as those rights which are not yet
firmly established.

As to the definition of ‘‘Northeast Asia’’, the difficulty of drawing clear
boundaries affects our understanding of international migration in the re-
gion. However, in the present chapter, Northeast Asia is geographically
limited to the three northeastern provinces of China (Heilongjiang, Jilin
and Liaoning), the DPRK, Japan, Mongolia, the ROK and the territories
of the Russian Far East.

International migration in Northeast Asia

Causes

The causes of migration, whether in Northeast Asia or elsewhere in the
world, are some combination of demographic, economic, political and
other factors. In the case of Northeast Asia, demographic and economic
conditions play the largest role. Both sets of conditions have push and
pull components.

Demographically, China’s large population is the most evident push
factor in the region, and significant internal migration, accompanied by
rapid urbanization, increases the pressure for continued migratory out-
flows to other nations.8 On the pull side, many receiving nations – in par-
ticular Japan, the ROK and Russia – in the region are entering a phase of
population decline due to low fertility rates and, in the case of Russia,
high morbidity as well. The ageing of the labour force in these same
countries has led to a shift in the population structure in which a growing
number of elderly dependants must be supported by a diminishing num-
ber of workers.

Migration for economic purposes is not a new phenomenon in North-
east Asia, although it may have been temporarily suspended due to Cold
War political factors.9 In terms of labour supply, underemployment in
sending countries (e.g. unemployment in China’s northeast, economic
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depression in the Russian Far East, etc.) serves as the main push factor.
Northeast Asia has become host to migrants from Asian nations outside
the region experiencing economic hardship. Rapid economic develop-
ment and the need for low-wage manual labourers in Japan and the
ROK set the stage for the demand side of labour migration in the region,
a demand increased by population decline and ageing.10 However, both
Japan and the ROK have long maintained restrictive immigration poli-
cies. As a result, illegal or irregular migration into these countries has
grown in recent years.11
In addition to demographic and economic reasons, individuals might

be motivated to leave their home countries for political reasons. The po-
litical situation in Northeast Asian nations has been relatively stable.
Moreover, potential receiving states, namely Japan and the ROK, have
been reluctant to accept refugees. Consequently, the flow of refugees
and other displaced persons in Northeast Asia has been relatively small
as compared to other regions. The primary exception is the DPRK, as
discussed below.

Dynamics

Northeast Asia was home to 18,576,777 international migrants in 2005, as
compared to 15,817,487 in 1990 (if Hong Kong and Macao are excluded,
the figures are 15,320,798 in 2005 and 13,394,840 in 1990). All nations in-
creased their stocks of international migrants; some countries (e.g. Japan
and China) saw the total number of migrants increase almost twofold
(see tables 18.1 and 18.2).12 What is missing is the composition of this mi-
grant stock. Data for all Northeast Asian countries are incomplete.
Russia, the country with the largest migrant stock in Northeast Asia,

compensated for 14 per cent of its population shortfall with immigration
in 2004, and this figure is expected to grow to 22 per cent in 2008.13 How-
ever, Northeast Asian countries are neither major sources nor major des-
tinations of migration. No nation in this region has ranked in the top five
sending nations to Russia since 1994, when officials registered an inflow
of 328,368 Chinese nationals.14 Of course, actual numbers may be differ-
ent, given significant suspected irregular migration into the Russian Far
East from China.
In the ROK the economy has become increasingly dependent on la-

bour migration since the 1980s. The ROK supplements its labour force
with workers from the region, many of whom are undocumented.15 In-
flows of officially employed migrants to the ROK peaked in 1989 with
164,463 persons, the majority of whom were from Japan. After some de-
cline in the 1990s, the numbers rose again. In 2002 the ROK received
118,303 persons, and over the same period it was a sending country to
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Table 18.1 Migrant stock, Northeast Asian nations, 1990–2005

Estimated number of
international migrants
at mid-year (both sexes,
thousands)

Estimated total
population at
mid-year (millions)

International
migrant stock
(% of population) Net migration (thousands)Major area,

region or
country 1990 2000 2005 1990 2000 2005 1990 2000 2005 1990 1995 2000 2005

Eastern Asia 4,293 4,986 6,497 1,350 1,481 1,513 0.32 0.39 0.43 – – – –
China 380 441 596 1,155 1,275 1,305 0.03 0.04 0.05 �528 �1,281 �1,950 �1,950
Hong Kong 2,218 2,432 2,999 5.7 6.8 6.9 38.9 40.5 43.2 25.8 300 300 300
Japan 877 1,260 2,048 123.5 127.0 127.8 0.7 1.3 1.6 158 248 280 270
DPRK 34 35 37 20.0 22.3 22.5 0.17 0.17 0.16 0 0 0 0
ROK 572 584 551 42.9 46.8 48.3 1.33 1.21 1.14 �189 �115 �80 �80
Macao 204 224 257 0.37 0.45 0.46 54.9 54.2 55.9 37.8 16.4 16.4 10
Mongolia 7.0 7.4 9.0 2.2 2.5 2.6 0.32 0.34 0.36 32.7 �60 �90 �50
Russian
Federation

11,525 11,707 12,080 148.3 145.6 145.1 7.8 8.1 8.4 1,314 1,858 2,300 400

NEA, all
territories

15,981 16,693 18,577 1,498 1,627 1,656 0.08 1.27 1.12 852 967 777 �1,100

NEA, no HK
and Macao

13,559 14,036 15,321 1,492 1,619 1,649 0.08 1.07 0.93 788 651 460 �1,360

Source: World Bank, ‘‘World Development Indicators’’, available at http://devdata.worldbank.org/.
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Table 18.2 Gender composition of migrant stock, Northeast Asian nations, 1990–2005

Estimated number of female
migrants (thousands)

Estimated number of male
migrants (thousands)

Female migrants as
% of total migrants

Major area, region
or country 1990 2000 2005 1990 2000 2005 1990 2000 2005

Eastern Asia 2,109 3,004 3,477 2,184 2,682 3,020 49.1 52.8 53.5
China 186 251 292 193 261 303 49.1 49.1 49.1
Hong Kong 1,093 1,456 1,620 1,126 1,245 1,378 49.3 53.9 54.0
Japan 436 858 1,103 441 762 946 49.7 52.9 53.8
DPRK 16.8 19.3 19.8 17.4 16.9 16.9 49.1 53.2 54.0
ROK 265 285 295 307 284 256 46.3 50.1 53.5
Macao 108 131 142 96 109 115 53.0 54.5 55.2
Mongolia 3.3 4.4 4.9 3.4 3.8 4.2 49.1 53.2 54.0
Russian Federation 6,505 6,847 6,979 5,020 5,045 5,101 56.4 57.6 57.8
NEA, all territories 8,614 9,851 10,456 7,204 7,727 8,121 54.4 56.0 56.3
NEA, no HK and Macao 7,413 8,264 8,694 5,982 6,373 6,627 55.3 56.5 56.7

Source: UN Population Division, ‘‘World Migrant Stock: The 2005 Revisions’’, available at http://esa.un.org/migration/index.
asp?panel=1.
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Japan, Hong Kong, Taiwan, Singapore, China and the Philippines. By
2003 foreign workers comprised about 2 per cent of the ROK labour
force. Estimates place the total number of foreign workers at 388,816
persons. Most work in low-skilled occupations, and about 35.5 per cent
are presumed to be irregular workers.16

Japan also relies increasingly on migrant labour. The labour force saw
the number of foreigners working legally in Japan jump from 750,000 in
1975 to 1.8 million in 2001. This last figure was supplemented by a sup-
posed 250,000 irregular workers.17 By 2004 the number of registered
foreigners living in Japan had increased to 1,973,747 persons.

Over the past 30 years China has emerged as one of the world’s lead-
ing sources of labour migration outflows. However, in recent years the
dynamics of migration in China have grown more complex, and it is
becoming both a sending and a receiving country.18 Without question,
China remains a major migrant-sending nation. In 2002 118,000 Chinese
nationals took up residence overseas, up from 70,000 in 2001. The Chi-
nese government registered a total of 20,204,600 exits in 2004.19

Refugees

Despite an increasing number of persons of concern to the UN High
Commissioner for Refugees (UNHCR) around the world, the global ref-
ugee population has steadily dropped since 2001; it reached an estimated
8.4 million persons at the end of 2005, marking a 31 per cent decline over
the previous five years.20 The refugee population in Northeast Asia has
also declined steadily. In 1996 there were a reported 542,080 refugees lo-
cated in Northeast Asian nations (excluding Hong Kong and Macao
SARs).21 China accounted for more than half of this number and Russia
for just less than half.22 By 2005 the total refugee population in the re-
gion had declined to 304,577 persons. Of this number, the vast majority
(98.84 per cent) lived in the People’s Republic of China.23 With this de-
cline in refugee population, Northeast Asia’s share of the global refugee
population – though never significant compared to other regions – has di-
minished as well. In 1997 the region accounted for 4.51 per cent of global
refugees; that share declined to 3.63 per cent in 2005.24

China is both a refugee-sending and receiving country. Almost all offi-
cial refugees entering the People’s Republic of China arrive from Viet
Nam. Refugees leaving the PRC mostly seek asylum in Western nations
(the United States, Germany, etc.) and India. China is a signatory to the
1951 Convention and the 1967 Protocol.25 As will be discussed later,
the Chinese government has been reluctant to classify North Koreans in
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the PRC as anything other than economic migrants.26 This has made it
difficult for observers to estimate their numbers, with estimates ranging
from 10,000 (according to official Chinese reports) to 400,000 (according
to various NGOs).27 A reasonable estimate appears to be between
50,000 and 100,000 North Koreans living in China, primarily in Yanbian
province bordering the DPRK.28
Little information is available regarding the refugee population of the

DPRK.29 The country is not a party to any of the international conven-
tions on refugees and appears to have no policies or legislation protecting
the rights of refugees and asylum-seekers. Its closed regime and harsh
socio-political environment make it unlikely that the DPRK would be a
destination for refugees from other nations. As noted above, it is sus-
pected that a large number of DPRK citizens have crossed into the
PRC’s Yanbian region since the 1990s, but the numbers of such individu-
als appear to have levelled off more recently. It is unclear whether their
purpose is to seek out better economic opportunity or to escape the se-
vere living conditions of the DPRK. Freedom of movement in the
DPRK is highly restricted, and it is likely that any attempt to seek asylum
in neighbouring China or Russia would meet with harsh punishment by
the DPRK government. Nonetheless, the US Department of State re-
ports that a few thousand North Koreans gained asylum in third coun-
tries in 2006. The DPRK does issue short-term exit visas for North
Koreans with family on the Chinese side of the border and for small-scale
trade with Chinese border communities. There are also reports of offi-
cials in border areas taking bribes from persons crossing into China with-
out required permits. The law criminalizes defection and attempted
defection. Individuals who cross the border with the purpose of defecting
or seeking asylum in a third country are subject to a minimum of five
years of ‘‘labour correction’’. Some defectors or asylum-seekers are sub-
ject to indefinite terms of imprisonment and forced labour. The UN spe-
cial rapporteur’s August 2005 report states a new policy enabled persons
leaving the country for non-political reasons to return with the promise
of a pardon under the penal code. There are also reports that punish-
ments have lessened in recent years.30
Japan is signatory to both the 1951 Convention and the 1967 Protocol.

It receives a very small number of refugees, at a mere 145 persons in
2005, most of them from Southeast Asia and Turkey.31 On the whole, Ja-
pan has well-established legal and procedural frameworks for managing
refugee issues. The Japanese government supports family reunion of ref-
ugees and does not detain asylum-seekers without legal status. Poor
training, however, seems to have led to incidents of UNHCR-recognized
refugees being detained or asylum-seekers being rejected. Japan’s many
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complex immigration rules often make the asylum application process
unnecessarily complicated and drawn out.32

The US State Department reports that Mongolia is not a party to the
1951 Convention or the 1967 Protocol. The Mongolian government has
not established laws or rules for granting refugee status. Nevertheless,
Mongolia did adhere to some bare minimum practices with regards
to refugees, including non-refoulement. Asylum requests were rarely
granted. The Mongolian government has embarked upon minimal coop-
eration with the UNHCR. No data are available on the refugee popula-
tion of Mongolia, although the US State Department reported that in
2005 several hundred North Koreans entered the country from China
and the government allowed them to resettle elsewhere. It also reported
that the Mongolian government’s concern about the potential for larger
number of migrants arriving from neighbouring countries increased its
opposition to the 1951 UN Convention.33

The Republic of Korea is a signatory to both the 1951 Convention and
the 1967 Protocol. Its refugee population in 2005 was minimal (69 indi-
viduals), according to one report.34 A different report estimated the ref-
ugee population in South Korea at 2,400 persons as of the end of 2006.35
Most asylum applicants were from China. The primary destination for
refugees from the ROK was Canada.36 ROK policy towards refugees
is rather restrictive. Filing and receiving asylum status are complicated,
although UNHCR assistance has helped improve some of the asylum
procedures. The main exception to South Korea’s relatively rigid stance
towards refugees is the case of North Koreans. ROK law affords refu-
gees from the DPRK citizen status upon defection from the North.
South Korea also facilitates the processing of North Koreans from third
countries.37

The Russian Federation is party to both the 1951 Convention and the
1967 Protocol. For most of the 1990s Russia was home to large numbers
of refugees, partly due to the massive upheavals following the disintegra-
tion of the Soviet Union and partly due to armed conflict in border
regions of the Caucasus, primarily Chechnya. By 2005 Russia’s official
refugee population had declined to 1,523 persons. Much of this decrease
is accounted for by naturalization of refugees.38 Major refugee origin
countries were former Soviet republics; Northeast Asian nations were
not major sources of refugee flows to Russia.39 Russia is also a significant
refugee-sending nation, primarily to Western countries. According to the
UNHCR, the number of Russian refugees has grown from 28,314 persons
in 1999 to 102,965 in 2005.40 Despite its accession to the conventions on
refugees, Russia’s handling of refugees and asylum-seekers has been
problematic. Violations of the protocols include frequent refoulement of
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refugees (in contradiction to the existing Law on Refugees), refusal to
grant asylum and refusal to grant legal entry to the country for rejected
asylum-seekers. It was hoped that the 2002 Law on Citizenship would
clarify some refugee issues, especially for citizens of former Soviet repub-
lics, but the law actually introduced more difficulty into the citizenship
process.41
The above survey indicates that the scale of refugee problems varies

greatly from country to country. Some countries are both refugee-
sending and receiving countries, while others are refugee-receiving coun-
tries. As a result, the urgency with which the countries deal with the
refugee problem also varies, as does the manner in which they do. Har-
monizing refugee policies among the countries of the region is therefore
extremely difficult.

Human trafficking

One of the consequences of increased movement of people across bor-
ders in Northeast Asia has been a definite rise in human trafficking. All
Northeast Asian nations are in some way involved in the process of the
illegal transport of humans across national borders for commercial sexual
exploitation and forced labour. Countries may be simultaneously any
combination of senders or receivers of trafficked individuals, or transit
points for further travel to third countries. Moreover, human trafficking
processes in Northeast Asia are very much linked with Southeast Asian
and global trafficking flows.42
There are no reliable data on trafficking in the Northeast Asian region,

which is to be expected for an illegal activity that is often associated with
organized crime networks. Some estimates put the global flow of traf-
ficked persons at nearly 1 million individuals. If all of Asia accounts for
about one-third of this number, then Northeast Asia’s share of human
trafficking flows is less than 300,000.43 Table 18.3 shows human traffick-
ing linkages in Northeast Asia.
The primary characteristics of human trafficking are similar across the

region. The quest for economic opportunity is one factor. Many victims
of trafficking are deceived by traffickers, who lure them with promises of
legitimate employment in foreign countries. In many cases, victims even
pay large sums of money to their exploiters as a service fee.44 The com-
bination of restrictive migration policies and legal loopholes (such as
Japan’s now-defunct ‘‘entertainer’’ visa system) also facilitates the spread
of trafficking.45 Another characteristic is the increasing feminization of
international migration in Asia.46 Women migrants tend to be more
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vulnerable to trafficking, especially women in marginalized positions
(divorced, widowed, etc.).47

North Koreans in Northeast Asia: Refugees or economic
migrants?

The status of North Korean migrants in Northeast Asia has become a
topic of heated debate in the region. As noted earlier, the Chinese
government is reluctant to classify North Koreans in China as anything
other than economic migrants.48 There are no reliable data, and this
fact alone calls for investigation of the problem through international
collaboration.49

Table 18.3 Human trafficking linkages in Northeast Asia

NEA country Sending to: Receiving from:
Transit
point

China Japan, ROK, Russia,
Singapore, Sri Lanka,
Taiwan, rest of world

Mongolia, Myanmar,
North Korea, Russia,
Viet Nam

Yes

DPRK China, Russia China –
Japan – China, Philippines,

Russia, Taiwan,
Thailand

Minor

Mongolia China, ROK – –
ROK Japan, United States,

Canada, Hong Kong,
Australia, New
Zealand

China, Philippines,
Russia, Thailand,
Viet Nam

Yes

Russia China, Germany,
Japan, Mongolia,
Portugal, ROK, Gulf
states, Macao, Sri
Lanka, Turkey

China, DPRK, Central
Asia, former Soviet
republics

Yes

Sources: Wickramasekera, Piyasiri (2002) Asian Labour Migration: Issues and
Challenges in an Era of Globalization, International Migration Programme, Inter-
national Labour Office No. 57, Geneva: International Labour Office; Papademe-
triou, Demetrious and Sarah Margon (2005) ‘‘International Migration Trends and
Patterns in Asian and Oceania’’, in Irena Omelaniuk, ed., World Migration 2005:
Costs and Benefits of International Migration, Geneva: International Organization
for Migration; US Department of State (2005) Trafficking in Persons Report,
Office of the Under Secretary for Global Affairs No. 11252, Washington, DC:
US Department of State; US Department of State (2007) ‘‘US Department of
State Publication 11407’’, Office of the Under Secretary for Democracy and Global
Affairs and Bureau of Public Affairs, June.
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Because of their uncertain status in China, North Korean migrants are
highly vulnerable to human rights violations.50 Likewise, China’s insis-
tence that these North Koreans are just economic migrants means that
those who are seeking refuge are usually refused the right of transit to a
third country or, worse, are returned to the DPRK. The problem of
North Koreans in China is exacerbated by the Chinese government’s re-
fusal to fulfil its obligations under various international conventions to
which it is a signatory. Thus the government continues to deny UNHCR
requests to monitor the situation in northeast China.51
In recent years, some North Koreans with the clear intention to defect

have found their way to South Korean or third-country diplomatic mis-
sions in China. The ROK offers all Koreans from the DPRK full South
Korean citizenship. Since the end of the Korean War an estimated 6,000
North Korean ‘‘refugees’’ have arrived in South Korea, including 460
North Korean defectors airlifted from Viet Nam to Seoul in 2004.52 As
a result of several widely publicized defections, the Chinese government
seems to be trying to make this method of defection nearly impossible by
increasing the police guard around foreign consular offices.53

Human rights problems of migrant workers
in Northeast Asia

Less politically visible but of greater scale than the North Korean migra-
tions are migrant workers in Northeast Asia. Their plight mirrors that of
migrant labourers elsewhere in the world.
Participants in a regional hearing for Asia and the Pacific organized by

the Global Commission on International Migration (GCIM) in May 2004
described as ‘‘benign neglect’’ the situation of migrant workers in many
parts of Asia and the Pacific who work in deregulated sectors. Among
various matters, participants discussed the need for comprehensive na-
tional frameworks to address migration issues based on appropriate
legislation and structures, combined with a stronger sense of social
responsibility among all stakeholders. In view of the feminization of mi-
gration in the region, the participants also discussed the need for ap-
propriate policies to prevent the disempowerment and exploitation of
women as a result their migration.54
Participants outlined essential elements to ensure human rights protec-

tion: minimum standards based on international law; redress mechanisms
in countries of origin and destination; and representation through trade
unions and other ways. They also emphasized the importance of raising
migrants’ awareness of their rights, discussed whether irregular migrants
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should be afforded the same basic rights as legal migrants and considered
whether migrants should have the same rights as nationals.55

Also helpful in the discussion of migrant workers in Northeast Asia is a
2003 International Organization for Migration report on labour migra-
tion in Asia.56 The report points to uneven and incomplete application
of legal guarantees and protections in the areas of access to employment,
equal treatment in respect of remuneration and wages for performing the
same work, freedom of association and the right to organize, and right to
social security provisions.57

Northeast Asian countries and international
human rights law

An important measure of a state’s commitment to the protection of hu-
man rights of migrants is whether it is a party to the core international
human rights conventions and international treaties pertaining to migra-
tion. Table 18.4 lists these treaties and indicates the ratification status of
the Northeast Asian states. Most states in the region are parties to the
core international human rights treaties, with notable exceptions being
China and North Korea.

As of 18 July 2007, none of the Northeast Asian states has joined the
two ILO conventions related to migrant workers or the ICMW. This tes-
tifies to the general lack of commitment on the part of the regional states
to legally binding rules concerning the protection of migrant workers’
rights. A UNESCO-sponsored study in 2003 examined the reasons
behind Asia-Pacific countries’ unwillingness to sign the ICMW. The
case study of seven countries (two sending countries – Bangladesh and
Indonesia; five receiving countries – Japan, South Korea, Malaysia, New
Zealand and Singapore) revealed two major obstacles. First, sending
countries feared that ratification would result in a loss of labour mar-
kets in destination countries to their non-ratifying competitors. Second,
receiving countries were reluctant to join the ICMW because of the
protections the convention would give to irregular migrants and the
perception that it would require the admission of migrant workers’ family
members.58

Regional approach in Northeast Asia

Recognizing the central role of states in the management of cross-border
movement of people, we must turn ultimately to each state for crafting
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Table 18.4 International human rights treaties and states parties in Northeast Asia (as of 3 June 2005)

ICERD ICCPR ICESCR CEDAW CAT CRC
Trafficking
Protocol

China a r r r r
Japan a r r r a r
ROK a a a r a r
DPRK a a a a
Mongolia r r r r a r
Russia a r r r r r r

Vienna
Convention

Refugee
Convention

Refugee
Protocol ILO C97 ILO C143 ICMW

China a a a
Japan r a a
ROK r a a
DPRK a
Mongolia a
Russia r a a

Notes:
ICERD: UN International Convention on the Elimination of All Forms of Racial Discrimination (adopted 1965; entered into
force 1969; ratified by 170 states as of 1 March 2005).
ICCPR: UN International Convention on Civil and Political Rights (adopted 1966; entered into force 1976; ratified by 154 states
as of 1 March 2005).
ICESCR: UN International Covenant on Economic, Social and Cultural Rights (adopted 1966; entered into force 1976; ratified
by 151 states as of 1 March 2005).
CEDAW: UN Convention on the Elimination of All Forms of Discrimination against Women (adopted 1981; not yet in force;
ratified by 179 states as of 1 March 2005).
CAT: UN Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment (adopted 1987; not
yet in force; ratified by 139 states as of 1 March 2005).
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Table 18.4 (cont.)
CRC: UN Convention on the Rights of the Child (adopted 1989; entered into force 1990; ratified by 192 states as of 1 March
2005).
Trafficking Protocol: Protocol to Prevent, Suppress and Punish Trafficking in Persons, Especially Women and Children, supple-
menting the UN Convention against Transnational Organized Crime (adopted 2000; entered into force 2003; ratified by 87 states
as of 4 September 2005).
Vienna Convention: Vienna Convention on Consular Relations (adopted 1963; entered into force 1967; ratified by 166 states as
of 1 March 2005).
Refugee Convention: UN Convention Relating to the Status of Refugees (applied to refugee situations before 1951; adopted
1950; entered into force 1954; ratified by 142 states as of 1 March 2005).
Refugee Protocol: UN Protocol Relating to the Status of Refugees (applied to refugee situations after 1951; adopted 1967;
entered into force 1967; ratified by 142 states as of 1 March 2005).
ILO C97: ILO Convention Concerning Migration for Employment (Convention No. 97; adopted 1949; entered into force 1952;
ratified by 42 states).
ILO C143: ILO Convention Concerning Migrants in Abusive Conditions and the Promotion of Equality of Opportunity and
Treatment of Migrant Workers (Convention No. 143; adopted 1975; entered into force 1978; ratified by 18 states as of 1 March
2005).
ICMW: UN International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families
(adopted 1990; entered into force 2003; ratified by 27 states as of 1 March 2005).
Ratification (r); accession (a)
Source: www.unhcr.org/cgi-bin/texis/vtx/refworld/rwmain?page=type&skip=0&type=MULTILATERALTREATY.
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legislation, policies and other instruments in the promotion and protec-
tion of the rights of migrants. National measures must be made consistent
with internationally established principles and norms. They must also
represent the interests of all stakeholders: national agencies (foreign
policy, labour, health, social welfare, public safety, child welfare and law
enforcement); local governments; major employers; labour unions and
other spokespersons for workers’ interests; the legal profession; human
rights NGOs; women’s organizations; and the educational community
(particularly in view of the impact of migration on children’s education).
Although bilateral arrangements help the states concerned manage

cross-border migration and reduce illegal or irregular migration, they
are likely to result in uneven and unequal treatment of migrants of differ-
ent nationalities. Therefore, states must be urged to develop, as much
as practicable, uniform standards for foreign migrants regardless of their
nationality.
Harmonization, i.e. the elimination of discrepancies, between national

rules and practices can be facilitated through regional policy dialogues.
Harmonization must not result in the lowering of standards towards the
least common denominator, but rather encourage the emulation by states
with lower standards of higher standards and the best practice in the
field. A recent review of various regional consultative migration pro-
cesses (RCMPs) has found that regional dialogue processes do indeed
promote convergence in policy and practice in international migration,
and that regionalization of dialogue through these processes is generally
complementary to international efforts.59
The 2003 issue of World Migration by the International Organization

for Migration (IOM) reaches similar conclusions about the contributions
the regional processes are making.60 The annual report identifies four
principles common to regional consultative processes (RCPs): promotion
of exchange of information towards a common understanding of migra-
tion issues; protection of the fundamental human rights of migrants,
including the right to non-discrimination; reinforcement of efforts to pre-
vent and combat irregular migration, including smuggling and trafficking;
and facilitation of voluntary return as a strategy to reduce irregular mi-
gration.61 The report concludes with a 10-point plan for successful coop-
erative approaches in migration management. These points are relevant
to regional dialogue processes in Northeast Asia and are worth listing.
� Participants must take ownership of the process.
� There should be continuity, with regularly scheduled meetings.
� There should be common agreement on priorities.
� Meetings should be focused on specific issues, with clear and compre-
hensive objectives.
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� Issues should be focused on enhancing understanding and regional co-
operation in migration management.

� The process should begin with and be continuously upheld by a compi-
lation and sharing of reliable and accurate data.

� Meetings should take place at defined administrative levels – for in-
stance at strategic policy level, or programme implementation level, or
at the technical expert level.

� Participation should be comprehensive – from all relevant ministries, as
well as from relevant intergovernmental and non-governmental orga-
nizations where appropriate.

� Funding stability should be provided to ensure continuity.
� A core secretariat is essential to ensuring regularity and continuity.62

Migration is not a priority issue in the various regional institutions that
exist in the Asia-Pacific, including the Association of Southeast Asian
Nations (ASEAN) and the Asia Pacific Economic Cooperation (APEC).
In the migration field there are three major regional consultative pro-
cesses in Asia: the Manila Process (established in 1996); intergovernmen-
tal Asia-Pacific Consultations (APC) on refugees, displaced persons and
migrants (1996); and the 2002 Bali Ministerial Conference on People
Smuggling, Trafficking in Persons and Related Transnational Crime
(Bali Conference).

There is thus some experience in regional consultations in Asia regard-
ing international migration issues, and the experience is growing. How-
ever, none of the above-mentioned processes is focused on Northeast
Asia. This is largely because the most serious migration issues in the
Asia-Pacific involve South and Southeast Asian migrants and their gov-
ernments have been compelled to consult with each other in multilateral
forums, while Northeast Asian states have preferred to deal with migra-
tion issues either unilaterally or bilaterally.

Several factors complicate the development of regional dialogue within
Northeast Asia. First, the interests and concerns of the Northeast Asian
governments regarding migration vary widely. Two states in the region
(Japan and South Korea) see themselves mostly as receiving states; three
states (China, Mongolia and North Korea) view themselves primarily as
sending states; and one state (Russia) perceives itself mainly as a receiv-
ing state, at least in the post-Soviet context.

Second, Northeast Asian states have preferred bilateral consultations.
This is largely due to the nature of the migration issues within the region.
China and Japan are increasingly concerned about the negative conse-
quences of illegal and irregular migration of Chinese citizens to Japan
and recognize the need to manage migration from China to Japan. At
the same time, they are also making efforts to expand the bilateral flow
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of Chinese and Japanese citizens for tourism and other short-term pur-
poses. It appears that Beijing and Tokyo believe they should deal with
these problems unilaterally or bilaterally. Similarly, China and Russia
have been consulting bilaterally over mutual visits by Chinese and Rus-
sian citizens. The presence of large numbers of Chinese in Russia and
the travel by even larger numbers of Russians to China have not gener-
ated any significant consequences for other countries in Northeast Asia.
The one important migration issue in Northeast Asia that has had

clearly multilateral implications is the defection of unknown numbers of
North Koreans to China, South Korea, Japan and Mongolia. Because of
the political sensitivity of the issue, however, the governments of these
countries have opted to handle the problem quietly and through bilateral
channels – Beijing with Pyongyang, Mongolia with Pyongyang, Seoul
with Beijing and Tokyo with Beijing.
More generally, Northeast Asian countries have not developed the

habit of multilateral dialogue that is well developed in Southeast Asia,
e.g. ASEAN and the ASEAN Regional Forum (ARF). Even though
some Northeast Asian countries participate in the ARF and ASEAN
Plus Three processes, those forums address issues that concern either
Southeast Asia primarily or the entire East Asian region.
The fact that migrants in Northeast Asia come from all around the

world argues for a multilateral process that is open not only to regional
countries but also to representatives of other parts of the world. Extra-
regional and inter-regional migration issues should also be taken up in
developing a regional cooperation scheme in Northeast Asia. Coopera-
tion with Southeast Asian partners is particularly important because
Northeast Asian states are destination and transit countries for large
numbers of Southeast Asian migrant workers and trafficked persons.63
Participants should also include representatives of international organiza-
tions, e.g. the UNHCR, the ILO, the IOM and the GCIM.

Conclusion

By all accounts the cross-border movement of people in Northeast Asia
is bound to grow in the foreseeable future. The demographic changes in
the region’s countries, the labour needs of the economies of the region
and the need to sustain essential social institutions in the region (such as
marriage, family and social welfare) all point to increased migration
throughout Northeast Asia. This means that the Northeast Asian states
must develop mutually beneficial mechanisms for managing population
flows across their borders.
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Migration issues that require national, regional and international atten-
tion are wide-ranging. They include national legislation and policy frame-
works that comprehensively address the human rights of migrants; the
feminization of migration; migrant women’s health and reproductive
rights; migrants’ children and their education; irregular migration, return
and readmission; trafficking and smuggling in humans; domestic workers;
refugees; asylum-seekers; law enforcement; detention; deportation; ille-
gal employment; illegal labour recruitment; transnational organized
crime groups; the sex industry and other informal sectors; work condi-
tions and benefits; racism and xenophobia; and multiple citizenship.

As has been seen in this chapter, there is currently no institutional
framework for regional cooperation in the protection and promotion of
human rights of international migrants in Northeast Asia; hence the ur-
gent need for such cooperation. But what form should institutionalization
take? If the goal is to protect and promote the human rights of migrants
within the region, the authors believe that ‘‘soft’’ institutionalization
rather than ‘‘hard’’ institution building is what is needed. What is re-
quired are principles and norms, not a permanent organization with a
fixed membership or secretariat. And indeed, as this study has shown,
relevant principles, norms and even rules that should be incorporated
into legislation and practice within this region already exist or are being
developed at the global level or elsewhere in the world. Ideally, globally
established or developing principles and norms should be adopted ‘‘as is’’
rather than being selectively adapted to meet the local conditions, al-
though it is recognized that this is easier said than done.

In addition, it is proposed that both to facilitate speedy adoption of
such norms and principles into legislation and practice and to ensure con-
sistent rules, the countries of the region should engage in a regularized
and routine process of dialogue that represents the interests of all stake-
holders and is open to actors outside the region as well. Since the result-
ing system of legal and non-legal principles should ideally apply fairly
and equally to migrants of all nationalities, the inclusive approach is ad-
vocated. Fortunately, as we have seen, there are some examples of this
approach outside Northeast Asia from which the regional leaders can
learn. Regional discussions will be helpful in developing a common lan-
guage for discussion, a common understanding of the issues involved, a
shared concern for the human rights and welfare of individual citizens
and a sense of common goals in promoting and protecting these rights.

Finally, this chapter is concerned with the rights of individual citizens
and recognizes the important role that non-governmental groups and or-
ganizations play in both institutionalizing and implementing relevant
principles, norms and rules. However, the ultimate responsibility for the
protection of the human rights of international migrants rests with the
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national governments, and they must be empowered to carry out that re-
sponsibility. Therefore, neither the ‘‘top-down’’ nor the ‘‘bottom-up’’
approach is adequate.64 We need a combination of both.
In conclusion, ‘‘outside-in institutionalization’’ and ‘‘soft’’ institution

building will be the desirable approach to developing regional coopera-
tion in the protection and promotion of the human rights of international
migrants in Northeast Asia.
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Human security and Northeast Asia:
Seeds germinating on hard ground

Brian L. Job and Paul M. Evans

Introduction

It should be clarified that human security and social security are the founda-
tions for national security . . . To seek national security at the expense of human
safety and social stability is to treat the symptom rather than the root of the
problem.1

Over the course of the last decade, the fundamental premise of human
security, namely that priority be given to addressing the safety and well-
being of civilian populations, has been increasingly accepted in national
and international discourse.2 But debates – philosophical and practical –
continue to surround the concept. In regional terms these debates and as-
sociated tensions remain prevalent in Asia, certainly among Northeast
Asian states. (For the purposes of this discussion, ‘‘Northeast Asia’’ re-
fers to the regional grouping, including China, Japan, Russia, the Koreas
and, if noted, Taiwan and Mongolia.3)

However, to dismiss a human security perspective as inapplicable to
Northeast Asia, in light of its often-cited inhospitable regional conditions
and the opposition of key regimes, is no longer appropriate. Though the
term itself is not in all official vocabularies, the concept has been the sub-
ject of intensive study by academics, think-tanks and civil society NGOs
and is certainly now understood and its implications considered by all
Northeast Asian governments. There is not a broad acceptance of the
Western, liberal-based notions of human security, but there is an evolv-
ing normative consensus on the key premises of human security and

Institutionalizing Northeast Asia: Regional steps towards global governance, Timmermann

and Tsuchiyama (eds), United Nations University Press, 2008, ISBN 978-92-808-1156-8

359



emerging forms of policy coordination which indicate that addressing hu-
man security is gaining priority within the region.
This chapter will explore the manner in which Northeast Asian states

are coming to terms with the challenges of human security. It advances
through three steps. After first highlighting changes in the global human
security context and their impacts in the regional context, it proceeds to
explore specific features of ‘‘human security with Northeast Asian char-
acteristics’’. Based on these observations, the final section of the chapter
assesses the prospects of multilateral institutionalization4 of human secu-
rity among Northeast Asian states.

Human security: The evolving global agenda

Human security came on to the international agenda just over a decade
ago as policy-makers (followed, not led, by academics) struggled to
come to terms with a transformed post–Cold War environment. Since
then the agenda has been shaped by a combination of critical events and
the norm entrepreneurship of selected states, NGOs and individuals.
Three developments in global security are influencing the consider-

ation of human security at the regional Asia-Pacific and subregional,
Northeast Asian, levels. The first relates to a partial resolving of tensions
within the human security community itself; the second and third to
nuances in the debate between human security advocates and those re-
sisting its implications.
The core assumptions for human security – that the individual is the

primary referent; the well-being and safety of people is a first responsibil-
ity of the state; ‘‘non-traditional’’ and transnational security threats are
relevant; and states themselves may threaten the security of their own or
other people – posed significant challenges to Westphalian conceptions of
security and sovereignty. Particularly difficult were the implications that
states as perpetrators of human insecurity may be held responsible for
their actions, and indeed may be possibly subject to collective interven-
tion by other states. Not unexpectedly, there were sharp confrontations
during the 1990s between the advocates of human security and those
defending their traditional roles and rights in a state-centric international
order. And, also not unexpectedly, the latter cohort included most devel-
oping states (including in Asia), whose historical experiences, nation-
building agendas and concerns over regime security led them to be
deeply suspicious of the apparent Western liberal biases and associated
interventionary implications associated with notions of human security.
But these debates have evolved. First, there has been a narrowing of a

key divide within the human security community between those who ad-
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vocate a broad approach to the definition and scope of human security,
essentially regarding it as equivalent to human well-being, and those
who advocate a narrower view, focused on the protection of individuals
and communities placed at risk in violent conflict. The proponents of
these approaches, characterized as ‘‘freedom from want’’ and ‘‘freedom
from fear’’, took different and at times competitive paths during the
1990s.

Advocates of the former holistic approach took the 1994 UNDP
Human Development Report as their touchstone, and found special value
in the work of the Commission on Human Security and the Human
Security Fund that it helped construct.5 The commission articulated a
development-based agenda equating human security with ‘‘the vital core
of human lives’’ and protection of ‘‘fundamental freedoms’’.6

The ‘‘freedom from fear’’ proponents concentrated upon creating and
mobilizing institutions to prevent, intervene in or redress the victimiza-
tion of innocent populations in conflict, with specific reference to mass
killings, genocide, ethnic cleansing and the breakdown of civil order in
‘‘failed’’ states.7 Their agenda was advanced through the creation of the
Ottawa Convention and the International Criminal Court and its precur-
sors, and through the significant success of the concept of ‘‘the responsi-
bility to protect’’ that emerged from the report of the International
Commission on Intervention and State Sovereignty (ICISS).8

However, in 2005 the Human Security Report concluded that conflicts
arise from the ‘‘volatile mixture of poverty, crime, unstable and inequita-
ble political institutions, ethnic discrimination and low state capacity and
in bad neighbourhoods’’.9 To avoid descent into such a ‘‘conflict trap’’ re-
quires pursuit of economic growth as an effective, long-term strategy for
promoting human security.10 Freedom from fear could thus not be ad-
dressed without attention to freedom from want, and vice versa.

This comprehensive view of threats to human security was dramatically
reinforced by a series of exogenous shocks to the system, particularly to
those living in Asia and Africa. Key among them were the Asian eco-
nomic crisis, the civilian-targeted terrorism campaigns of 9/11 and there-
after, the spread of deadly diseases, and natural disasters including the
South Asian tsunami, the Pakistani earthquake and the famines of sub-
Saharan Africa. Each of these had an impact that extended beyond
the destruction of lives and economic livelihoods to affect the more tradi-
tionally conceived security conditions and interests of states and their
regimes.

The central point of contention in the human security logic remains the
role of the state. In particular, questions remain concerning the preroga-
tives of the state and its responsibilities in carrying out this duty. On each
of these questions debates over the last decade, while not resolving the
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inherent dilemmas involved, have resulted in more nuanced understand-
ings on all sides. Both debates have particular relevance to the Northeast
Asian context.
Concerning the prerogatives of the state, human security advocates

and critics agree that the provision of well-being and safety for citizen
populations requires capable states with effective bureaucracies, the ca-
pacity to generate revenue, infrastructure, judiciaries and police forces.
For some, however, this is expressed in the formulation that ‘‘human se-
curity requires strong states’’, thus prioritizing state agendas to create
and sustain order through restrictive political, social and economic poli-
cies and the targeting of designated groups.
The events and aftermath of 9/11 have added further complications.

Countering terrorism has become a justification for governments defend-
ing policies that violate the rights of citizens in their own or other states.
This often has served instead to foster conditions increasing these very
threats; and more generally it has undercut the legitimacy of the states
that may embrace other dimensions of the human security agenda.
Finally, what of the responsibility of states, both of those whose re-

gimes through neglect or overt policies harm their own citizens and of
those states (and international institutions) which are witness to extreme
humanitarian emergencies arising from state failure or state complicity in
genocide, mass killings and ethnic cleansing? The crises of the 1990s and
into this decade focused attention on these most pointed and vexed issues
on the human security agenda, on the one hand the accountability and
bringing to justice of violators of human security, and on the other hand
humanitarian intervention by outsiders on behalf of peoples being vic-
timized. Both became encapsulated in the debate over ‘‘the responsibility
to protect’’ highlighted in the ICISS report; this called for a reorientation
of sovereignty (viewing it as contingent rather than absolute), and pos-
ited a moral responsibility for collective intervention in situations of state
failure or mass killing, genocide or ethnic cleansing.11
Despite criticisms of the undermining of sovereignty, in the last few

years objections to the responsibility to protect have become muted. In
part this is due to the general acceptance, including by all five permanent
members of the UNSC, of the humanitarian and practical imperatives of
restoring order and providing aid to people caught in failed states. But in
broader terms the responsibility to protect has made substantial progress
towards becoming an established norm of international conduct. Many
globally representative panels and organizations consistently call on
states to honour their responsibilities to protect their own people and re-
spond collectively to address extreme humanitarian emergencies.12 As
summed up by Thomas Weiss, the responsibility to protect has served to
‘‘alter the dominant moral discourse about humanitarian action’’.13
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Human security with Northeast Asian characteristics

As a region, Asia has been the least receptive to the human security per-
spective. However, it is now gaining a place in national and regional
forums and policy arenas. What has emerged is a ‘‘distinctive form of
human security’’, a selective adoption and adaptation of those aspects of
the broad human security agenda that complement regional norms and
conditions.14

Receptivity within the region, however, remains uneven. Central Asia
and South Asia, for differing reasons, have proved most resistant, while
Southeast Asian states, particularly the founding states of ASEAN, have
proved the most responsive. It is in Northeast Asia that one finds the
greatest variation, reflecting the distinctive combination of social, politi-
cal and economic conditions within and among China, the Koreas and
Japan, and in turn with regard to relations with Southeast Asia and the
international community.

Within this diverse context, ‘‘human security with Northeast Asian
characteristics’’ is evolving along the lines set out below. This discussion
draws from the expanding literature on human security ‘‘with Asian char-
acteristics’’, in which the emphasis is on Southeast Asia, to highlight
the attitudes and policies of Northeast Asian states. There are sharp dif-
ferences. Of more interest is the emergence of certain commonalities of
policy and attitude across national boundaries. The concluding section
will look at the prospects for multilateral institutionalization in Northeast
Asia, suggesting that while institutionalization per se is limited, human se-
curity has provided a catalytic normative agenda that is motivating coop-
eration and promoting the formation of a regional collective identity.15

Human security is most comfortable in Northeast Asia when it reso-
nates to the ingredients of comprehensive security, needs-oriented ap-
proaches and economic advancement. Despite the fact that Chinese
leadership often avoids using the term human security, its stated principle
that ‘‘everything should be subject to the human’s benefits and needs’’ is
in tune with the UNDP report’s call to improve the living conditions of
peoples, the Commission on Human Security’s focus on addressing the
vital core of human requirements and Southeast Asian states’ calls for
‘‘national resilience’’.

The important nuance in this characterization of human security is that
its primary referent object is a collective, i.e. the community, rather than
the individual. China holds that ‘‘security is still a matter of the ‘nation’
not of the individual’’.16 The needs of the people are not to be subordi-
nated to individually defined rights, privileges and freedoms. ‘‘Social se-
curity’’ in this sense supersedes individual security. Human security for
the population as a whole, in the Chinese context, ‘‘means protecting
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people . . . The Chinese government and people . . . regard such human
security issues as ones of human safety not of security.’’17
Japan’s position is more complex and harder to characterize. Human

security is seen to encompass ‘‘all the menaces that threaten the survival,
daily life and dignity of human beings and strengthens the efforts to
confront those threats’’.18 The community and its collective well-being
remain the central referent of human security, approached through Japa-
nese policies and institutional initiatives that have been heavily oriented
towards social and economic development. On the other hand, some of
the Japanese articulations of human security centre on the empowerment
of the individual. Thus its 2003 Diplomatic Bluebook refers to human se-
curity as ‘‘a concept that focuses on the individuals . . . and attempts to
bring out the full potential of each individual’’.19 This attitude underpins
the human security programmes of Japan’s strong civil society sector.
It is in South Korea, since Kim Dae-jung’s presidency, that one finds

Northeast Asia’s most liberal, or ‘‘liberating’’, notion of human security,
understandably focused on the alleviating the humanitarian and political
plight of North Korea’s citizens. Again, the focus of attention appears to
be the collective – that is, the prioritization of a human security approach
to North Korea and the unification of the Korean people as a whole.20
The second key trend in the evolving Northeast Asian context has

been the ‘‘spontaneous’’ extension of the security spectrum.21 For most
citizens, traditional military security threats are of far less concern on a
daily basis than ‘‘non-traditional security’’ (NTS) threats.22 Issues related
to the environment, poverty, social security, transnational criminal activ-
ity and the spread of disease have increasingly been raised to prominence
on domestic and regional agendas of government leaders in Northeast
Asia, including (even particularly) by the Chinese.23 NTS threats, such
as environmental pollution and human trafficking, have become mobili-
zation vehicles for civil society NGOs, and studying the securitization of
these threats has been a growth industry for academics and think-tanks in
Northeast Asia.24
What has transpired in practice in the Northeast Asian context reveals

the dilemmas that analysts of human security have highlighted in their
abstract critiques. On the one hand, the notion of NTS (and thus with it
human security) can be extended almost indefinitely to any phenomenon
that has an impact on human well-being. As this happens, the term loses
analytical and practical significance, its blurred focus failing to distinguish
among the priorities and agendas of citizenry and the state.25 Alterna-
tively, the term can become a label employed opportunistically by gov-
ernments to cloak political agendas. China’s rhetorical justification for its
policies against dissident minority populations provides a case in point.
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This highlights a third characteristic of human security in Northeast
Asia. By emphasizing ‘‘non-traditional’’ security threats, and in particular
including what Wang has referred to as ‘‘non-technical’’ (read ‘‘social
and political’’) NTS threats, the role of the state comes to the fore. As
Emmers, Caballero-Anthony and Acharya warn, ‘‘NTS . . . privileges
threats to the state and state instruments to address them; human secu-
rity treats individual and national security separately.’’26 Whereas the
referent of security need not be the state, the modalities of response priv-
ilege the state and state/regime interests and outcomes. In effect, while
the threats are ‘‘non-traditional’’ security phenomena and their referent
is the community, the modalities of response are those of the traditional
security paradigm.

The transnational fluidity of many human security threats, however de-
fined, makes futile efforts by states to contain and control their effects
within territorial boundaries. States are therefore forced to contemplate
bilateral and multilateral action, a difficult business given the political
overtones and implications of key human security issues and the
sovereignty-conscious attitudes of Asian governments. While Northeast
Asian governments increasingly acknowledge the common threats they
face, they are able to achieve only limited cooperation in addressing
them, due to their divergent national interests and political agendas.

Fourth, the patterns of cooperation that have emerged are the same
that have prevailed in the traditional security arena.27 Issues are ad-
dressed in the larger, regional multilateral institutions of the Asia-Pacific
(rather than in subregional contexts) and through transregional initia-
tives driven by the collective efforts of the Southeast Asian states. Decla-
rations of principle are made at the multilateral level that do not bind
states to collective action, but leave open the possibilities for more nar-
rowly defined bilateral agreements. Cooperation on issues defined on
their functional rather than their political dimensions proves to be more
easily agreed upon and more feasible to implement.

Recognition of the urgency of addressing NTS matters has grown over
the past half-decade to become region-wide. Cooperation involving
Northeast Asian countries has occurred within the context of regional in-
stitutions such as the ARF and APEC and through ASEAN-driven insti-
tutions rather than within their subregionally defined context. Thus the
combination of Northeast and Southeast Asian states in ASEAN Plus
Three (APT) have acknowledged in leaders’ declarations and various
ministerial and official statements the need for cooperation on NTS
threats since 2001.

On the other hand, efforts to combat terrorism have been fraught with
political sensitivities that have frustrated significant efforts at multilateral
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cooperation. Pro forma declarations condemning terrorism in the wake
of 9/11 and later Southeast Asian terrorist instances have been issued au-
tomatically at numerous bilateral and multilateral meetings. But reaching
consensus on the political aspects of terrorism or on extensive multi-
lateral cooperation to combat terrorism within either the official (ARF) or
unofficial (e.g. CSCAP) institutions with a ‘‘security’’ mandate has been
nearly impossible.28 Only by defining the problems and costs of terrorism
in functional terms, in effect ‘‘depoliticizing’’ them and casting them
within an economic context, has multilateral agreement on specified ef-
fective regulatory action been achieved. The primary example is APEC:
leaders at their 2003 meeting agreed to common standards and collective
measures to combat terrorism because it constituted a threat to maritime
commerce and air traffic (and in turn to the prospects for economic
growth).29
An important fifth trend in coming to terms with human security has

been the changing attitudes regarding collective action involving the use
of force. No Northeast Asian state is fully comfortable with the interven-
tionist aspects of the human security agenda. China and North Korea
express their opposition in principle, but Japan and South Korea, for dif-
ferent reasons, are very nervous about any initiative that could portend
intervention within Northeast Asia or its ‘‘surrounding territories’’. Thus
these contentious issues have been shifted to the global level, i.e. to the
United Nations. Here Asian countries have sought and found ‘‘refuge
within the Charter’’ to protect rights of sovereignty.30 Asian states have
colluded in resisting formal debate in the General Assembly on human
security and the responsibility to protect. They have adamantly opposed
any prospect for circumvention of the UNSC’s sole right to authorize the
use of force.
That being said, there have been significant movements on the margins

of their positions, in both normative and practical terms. This is particu-
larly true of China, where a vigorous debate in academic, institutional
and official circles on questions of humanitarian intervention, response
to failed states and R2P has had an apparent impact on national policy.
In practical terms, the Chinese now appear to have recognized the need
for international action to alleviate the human security plight of popula-
tions in failed states or extreme humanitarian emergencies, and have
quietly joined in supporting, or not opposing, UN missions in, among
other locales, Somalia, Haiti and East Timor (the last only after Indone-
sian ‘‘consent’’).31
Sixth, Northeast Asian leaders with a special interest in human security

are beginning to emerge. Central to the advancement of the human secu-
rity agenda over the last decade have been the efforts of key individuals
acting as norm entrepreneurs. Prominent among them have been foreign
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ministers such as Lloyd Axworthy (Canada), Gareth Evans (Australia)
and Surin Pitsuwan (Thailand) and international figures including Kofi
Annan. Here Japan has been particularly important. Its assumption of
an active global leadership on human security, as both advocate and fi-
nancier, has been spearheaded by a remarkable combination of Japanese
prime ministers, foreign ministers, high officials in international institu-
tions and widely known academics. Other Northeast Asians have played
important roles as well. Kim Dae-jung, for instance, effectively trans-
formed South Korean policies towards North Korea from their tradi-
tional deterrence and confrontation modes (in line with the United
States) to one of engagement on human security terms.32

Finally, human security has gradually gained resonance and come to
serve as a mobilizing dynamic for civil societies in Northeast Asia. Japa-
nese NGOs and think-tanks have been in the lead in this regard, in par-
ticular the National Institute for Research Advancement and the Japan
Centre for International Education (JCIE)33 – the latter under the direc-
tion of Tadashi Yamamoto, a vigorous advocate.34 Through JCIE spon-
sorship of workshops and conferences, dissemination of publications and
work by individual researchers,35 it has drawn region-wide attention to
the transnational impact of NTS threats and the need for multilateral co-
ordination and capacity building. But there have been many other efforts
involving the nurturing of epistemic communities, the creation of net-
works of universities and think-tanks, and the orchestration of bottom-
up, grassroots campaigns by NGOs on behalf of environmental causes,
human and political rights, etc.36 For Japan first and South Korea more
recently, the burgeoning role of civil society agents has been a natural ac-
companiment to the opening up of their domestic political systems. The
ministries in both countries, the architects of traditional security policies,
are finding that they can no longer ignore their politicians’ and publics’
concerns, whose priorities increasingly demand response to human secu-
rity needs.37

Concerning China, one senses a subtle but important shift in dynamics.
The array of government-sanctioned NGOs and ministry and agency
think-tanks have failed in the past to facilitate free thinking and engender
bottom-up articulation of the Chinese people’s concerns about their envi-
ronment and well-being. Armed with access to information and commu-
nication networks, NGOs and civil society activists are raising public
attention and mobilizing, especially at local levels. Beijing’s leaders find
themselves facing deepening popular discontent over conditions of life
and intensified criticism over their non-transparent and inept responses
to human security threats such as SARS. They are being forced to alter
their mind-sets and to respond to these bottom-up demands in order to
maintain regime stability.
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Northeast Asia: Prospects for regionalization of
human security

Human security has thus entered the reality of Northeast Asia. Norms
of human security have made inroads in the established mind-sets of
governments. Threats to human security, particularly those seen as
‘‘non-traditional’’, have assumed prominence in government agendas
and been the catalyst for cooperation in regional multilateral institutional
contexts and, to a lesser extent, among Northeast Asian states them-
selves. It is important not to overstate the impact of these develop-
ments. Northeast Asia is not Southeast Asia. That being said, a
cautious optimism regarding the prospects for multilateral institutionali-
zation within Northeast Asia appears warranted, subject to the following
considerations.
There remains first and foremost only a nascent sense of a Northeast

Asian regional identity – the mutual recognition of a commonality of
interests, values and collective understandings requisite to foster region-
alism and associated institutionalization.38 Guan Lee, with reference to
the difficulties in engineering cooperation on environmental matters –
presumably an area where functional, ‘‘depoliticized’’ institutions could
take hold – is forced to conclude ‘‘that the broader identity relations
among the countries in Northeast Asia are perhaps still the most impor-
tant factors [negatively] affecting the formation of environmental security
complexes in the region’’.39
In the face of burgeoning economic interaction among Northeast Asian

states, outside analysts may tend to discount the impact of political
leaders’ nationalistic rhetoric and gestures. However, such a view is
shortsighted; the tensions and hostile atmospherics, while perhaps not
detrimental to day-to-day commerce, arguably inhibit positive movement
towards building a foundational, regional, ideational consensus.40
The effect, in simplified terms, is that there is a lack of ‘‘political space’’

within Northeast Asia for the rapid development of inclusive multilateral
institutions on economic and political/security dimensions. Rozman and
others have despaired over the persistent failure of Northeast Asian
states during the 1990s to realize their mutual economic interests through
institutional collaboration.41 In response to the crises posed by North
Korea’s nuclear weapons development, the United States and Northeast
Asian partners have attempted, with and without DPRK participation, to
promote both deterrent and cooperative solutions. However, the collapse
of KEDO and associated agreed framework arrangements and the slow
and intermittent pace of the Six-Party Talks do not bode well for the pros-
pects of creating any overarching regional institutional architecture.42
The question then is whether or not recognition of common human secu-
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rity concerns provides a sufficient and distinctive basis for Northeast
Asian institutionalization, and more generally if such cooperation could
serve as a starting point for institutionalization of broader scope. There is,
as pointed out in the prior section, evidence to provide a positive answer
to the first query, i.e. cooperation on non-traditional security matters, es-
pecially associated with issues concerning the environment, maritime re-
sources, human trafficking, drugs and terrorism. He Xiangqi somewhat
optimistically posits that a multilateral regional NTS cooperative network
has taken shape, featuring a combination of bilateral cooperation mainly
on operational matters and multilateral coordination in forming regional
strategies.43

While Schreurs, like others, is less sanguine about how effective bilat-
eral efforts can be in addressing regional problems, she shares He’s view
that the move to the multilateral is facilitated by bilateral cooperation
and that environmental cooperation efforts serve as ‘‘latent regimes’’ for
broader institutionalization on human security.44

Given the narrow parameters of their ‘‘political space’’, for the fore-
seeable future it will continue to be easier for Northeast Asian states to
engage within the context of regional institutions, especially APT and
APEC, and possibly the ARF. In these larger institutional contexts (in-
cluding also global ones), Northeast Asian players are not compelled to
vie for leadership; they do not have to deal directly with each other;
they are more comfortable with the norms of soft institutionalism and
sensitivity to sovereignty that prevail. In effect, one looks to an ‘‘inside-
out’’ process of institutionalization, i.e. through interaction within larger
contexts, Northeast Asian states, realizing the specificity of their human
security threats and the need for targeted, collaborative responses, will
be drawn towards region-specific institutionalization.

Both the dilemmas and, in different ways, the prospects of human secu-
rity motivating Northeast Asian multilateral institutionalism come to the
fore in the two persistent historical crisis points in the region: the Taiwan
Straits and the Korean peninsula. And, while each of these has been
dominated by traditional military security logics and policies, the human
security implications of both are increasingly difficult to ignore.

Considering first Taiwan: for the Taiwanese government an ‘‘over-
whelming focus on military and defence security agendas’’ has obscured
any significant attention to the human security perspective.45 For the
Taiwanese population, however, human security priorities have come to
the fore – on the one hand through NTS threats, e.g. the spread of dis-
ease and transnational criminal activities, and on the other hand with
political freedoms and human rights. The latter obviously strike at the
crux of the long-running unification controversy with the PRC, and in-
deed account for much of its aversion to the freedom-from-fear aspects
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of the human security agenda. Beijing’s prioritization of its sovereignty
goals regarding Taiwan, in essence a preoccupation with traditional secu-
rity concerns of sovereignty and territoriality, demonstrates the incom-
patibility of such an approach when confronting transnational threats to
human security. By refusing to allow Taiwan’s membership (other than
in APEC) or participation in regional and global institutions, China jeop-
ardizes itself, Taiwan and the international system as a whole. But under
the radar of public cross-Straits wrangling, tentative and informal efforts
at functional cooperation are being quietly engineered and, to the extent
that they can avoid the limelight, do portend possibilities for future inclu-
sive institutionalization on ‘‘non-technical’’ human security matters.
It is North Korea that poses the greatest human security conundrum.

Its existence highlights a lacunae in the debates and prescriptions of hu-
man security, namely the dilemma of confronting a ‘‘strong’’ state that
perpetrates gross violations of human security against its own people.
The responsibility to protect calls for action against regimes that under-
take campaigns of mass killing or ethnic cleansing, or in circumstances
when civil order has disintegrated. But neither applies to North Korea,
albeit that its people live in the most extreme circumstances of human in-
security.46 Further confounding the situation has been the Kim Jong-il
regime’s instrumental manipulation of the human security imperative of
responding to the plight of the North Korean people through humanitar-
ian assistance. The proponents of human security (understandably) did
not comprehend the possibility that a regime would hold its population
hostage to the regime’s security interests, effectively bargaining lives and
livelihood for gains or concessions on traditional security and political
dimensions.
There is no obvious solution. The collective sense of urgency associ-

ated with addressing the traditional security threats posed by North Ko-
rea’s nuclear programmes has prompted a decade-long series of regional
multilateral efforts. While having served to avert conflict, and indeed
having engineered a complex bilateral-multilateral framework in re-
sponse to the first nuclear crisis, all of these efforts have been frustrated
in their goal of creating a mutually acceptable resolution for the divided
peninsula. With the exception of the four-party talks and the more re-
cently constituted Six-Party Talks, North Korea has not been a partici-
pant, nor have they led to any regularized or formal institutionalization.47
While it is accepted that North Korea poses a regional, indeed global,
hazard and that a multilateral approach is the only viable avenue towards
its alleviation, efforts to date, such as the agreed framework and tentative
proposals through the Six-Party Talks, have remained limited to the tra-
ditional, military aspects of the situation. Humanitarian assistance has of
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course been delivered, but through collaboration at the bilateral (e.g.
ROK-DPRK) and global (e.g. WFP) levels, and by non-state actors
(NGOs) rather than through regional, i.e. Northeast Asian, institutional
efforts.48

The limitations of such a skewed division of labour are becoming in-
creasingly apparent as the human security crises of North Korea have
spill-over effects on neighbouring states and beyond. Illustrative of this
is the problem of North Korean citizens seeking to flee their country. In
this case China, concerned over protection of its sovereignty and territo-
riality and not wanting to engage the politically sensitive human rights
issues and international obligations raised by acknowledging the border-
crossers as refugees, brands them as illegal migrants and applies tradi-
tional security policies of enforcement and return. This response pattern
serves only to heighten the human insecurity of those involved, promot-
ing a backwash of illegal trafficking, corruption and dissent within China
and enhancing repression and retribution against North Korean citizens –
for whom flight is itself a human security remedy.

In its larger context the North Korean problem points to the non-
viability of attempting to separate traditional and non-traditional security
threats; to the requirements of implementing multidimensional, multi-
lateral institutional responses; and to the necessity of a long-range vision
of human security that provides the people of North Korea with both
freedom from want and freedom from fear.

Conclusion

The human security agenda is advancing in Northeast Asia. Multilateral
institutionalization to address human security demands will continue to
be driven by events, functional needs and ideas.49 As to the first, the
occurrence of exogenous shocks to the system is unpredictable. Trau-
matic events such as the Asian economic crisis, the outbreak of infectious
disease and natural disasters have provided the impetus to significant
national human security initiatives and to (oft belated) orchestration of
multilateral response programmes and, it is hoped, greater capacities of
preparedness and prevention for the future. In Northeast Asia itself,
there is little reason to be optimistic about the ability of states to fashion
a regional or collaborative response to humanitarian emergencies and
non-traditional security threats (such as SARS).

Thus, while Northeast Asian states may appreciate that there are ben-
efits to be achieved through subregional multilateral collaboration, to
date much of what has been accomplished has been channelled through
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region-wide, ASEAN-driven institutional mechanisms. Only gradually
are the specific concerns of Northeast Asian states as defined by geogra-
phy and economic interest motivating the formation of epistemic com-
munities and regional institutional regimes.
Two additional points deserve mention. First, analysts attentive to the

dynamics of economic liberalism argue that deepening interdependence,
regional integration and the opening of Asian economies, coupled with
the impact of new information and communication technologies, provide
a forceful momentum towards regionalism, the formation of regional
identities and multilateral institutionalism.50 Accordingly, these analysts
tend to discount as ephemeral the disquieting voices of nationalist rheto-
ric among Northeast Asian states and the current US administration’s
penchant for unilateralist actions, military instruments and reliance on
ad hoc coalitions of the willing in lieu of any formal institutionalization.
Second, the current tendency of Northeast Asian states to characterize

a multitude of human security threats as ‘‘non-traditional’’ seeks to depo-
liticize them and reinforce state-centric priorities in responding to them.
However, this logic cannot be sustained in the long run. Increasingly, it
will not be possible to ignore their direct or indirect political and social
implications. Thus, for example, the Chinese government’s responses to
the SARS crisis, deemed to be inadequate by its population, have led to
substantial pressures from civil society for greater transparency, more re-
sponsible governmental officials and improved state services. In line with
the quotation that began this chapter, Wang Yizhou perceptively points
out concerning what he terms ‘‘social non-traditional security issues’’:

Without serious attitude or reasonable institutional arrangement[s], minor con-
flicts [can arise] and become major ones and spread . . . China’s non-traditional
security studies will likely become one of the driving forces for promoting so-
cial advancement.51

With the increasing democratization of Asian societies, the impact of
civil societies exerting their bottom-up demands on governments will
bring new modes of both national and multilateral response to human se-
curity concerns. Scholars are just beginning to explore what they term
these ‘‘intermestic’’ dynamics of human security.52
Finally, the principles of human security have shown remarkable resil-

ience and have begun to define the attitudes of societies and states in
Asia about the referents and agents of security. Asia, and especially
Northeast Asia, is a dynamic environment. The normative aspirations
and implications of human security have captured the imaginations of
Asia’s civil societies. Asian states are being to appreciate that their sover-
eignty entails responsibilities to provide for and protect their popula-
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tions. For Northeast Asia the imperatives of human security may provide
a logic for multilateral institutionalism that transcends traditional secu-
rity dilemmas and eventually may lay the foundation for their resolution.
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Conclusion: Challenges and
potentials for institutionalization
in Northeast Asia

Jitsuo Tsuchiyama

Conceptual perspectives

More than a decade ago, Richard Betts predicted that East Asia ‘‘is be-
coming less stable as an area of great power interaction’’.1 Several years
after Aaron Friedberg wrote his widely read article entitled ‘‘Ripe for
Rivalry’’,2 he asked in a similar vein: ‘‘Is Asia, like Europe before it,
destined to endure an interval of inter-state rivalry and, perhaps, war?’’3
Sharing their concern, Zbigniew Brzezinski commented: ‘‘In some re-
spects, today’s Asia eerily recalls Europe prior to 1914. As a rising
power, China is reminiscent of imperial Germany . . . today’s China,
though increasingly pragmatic about the American role in the Pacific, is
neuralgic about Japan, patronizing toward India, and dismissive of Rus-
sia.’’ Brzezinski concluded that ‘‘Asia is thus at once a rising economic
success, a social volcano, and political hazard.’’4

Whether or not these observations are accurate descriptions of the
actual current situation of East Asian affairs, some international relations
specialists suggest implementing a containment policy vis-à-vis China
aimed at binding China’s behaviour, and also argue in favour of pre-
emptive actions to prevent North Korea’s potential use of weapons of
mass destruction (WMDs). In contrast to those perspectives, another
group of international relations specialists recommend the develop-
ment of multilateral frameworks in the region. They believe that particu-
larly Northeast Asia lacks restraining cooperative networks of regional
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security and politics comparable to those that can be observed in present-
day Europe.
Given that most international relations concepts and policies are drawn

from European experiences, the European bias in institution-building de-
bates is not surprising. Nonetheless, regional institution building has not
remained a purely European phenomenon.
Within such a context, liberal theorists believe that international insti-

tutions are capable of exercising control over states, while realists con-
sider them also useful for enhancing state interests. International
institutions have thus been regarded as potential sources of leverage for
states as well as areas for the exercise of states’ influence.
Robert Keohane and Stanley Hoffmann, for instance, point out that

the principles and norms institutionalized in international frameworks
offset asymmetries of power.5 To the extent that states take decisions
based on institutions’ principles and rules, institutions can affect the way
that states define their interest and their behaviour.
Within this context, ‘‘International institutions can serve as instruments

to balance against or replace other institutions.’’6 With regard to North-
east Asia, China could, for instance, use the Shanghai Cooperation Orga-
nization (SCO) or an East Asian Community (EAC) for future crisis
management and conflict resolution in East Asia, whereas the United
States would most probably prefer US-led security institutions, such as
its bilateral security arrangements with Japan and South Korea.
International institutions can also serve to guide domestic policies. For

example, Eastern European governments aiming at joining the European
Union undertook enormous efforts to make their domestic, economic and
environmental legislations comply with the requirements and guidelines
of the European Community.7 Similarly, human rights norms had to be
adjusted – which illustrates, again, that in this process of regionalization
and globalization nations have to adjust their national legislation to inter-
national norms and standards.8 Thus ‘‘power’’ and ‘‘institution’’ are not
two separate concepts, but international institutions themselves are, in
some senses, a source of power.
Based on these developments and considerations, it was decided in this

book to move away from the mere ideas of institutionalism framed by the
competitive paradigm of realism and liberalism; rather, the book would
concentrate on the analysis and discussion of regional institutionalism
and its future potentials in a comprehensive (as far as was possible) array
of political topic areas. The large international group of authors in this
book, who could also (but shall not) be allocated to either of the classi-
cal camps of liberals and realists, demonstrate clearly that not only lib-
eral institution theorists but also classic and/or moderate realists are
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paying careful attention to the functions and potentials of international
institutions.

The findings

The project’s first objective was to analyse the current situation and polit-
ical options for regional institution building in Northeast Asia. Secondly,
it tried to assess the overall usefulness of the concept of institutionalism
and regional institutionalization in grasping the particular challenges of a
region that has been considered to be the least institutionalized in the
world.

Probably the most significant finding of the preceding chapters, there-
fore, is that institutions do exist in this region, and that they play a much
larger role than commonly believed. It therefore may be a bit too pessi-
mistic to say that institutionalization in Northeast Asia is a ‘‘miscon-
ceived query’’ (Yamamoto).

Still, several of the authors have expressed doubt about the usefulness
of the concept for solving the specific issues in the region, especially in
the field of security – while assuming, however, that such institutions
reflect and increase both regional and state interest and security (see
especially the chapters by Berger, Takagi, Aoi, Lee, Kikuchi and
Tsuchiyama).

Since several contributors to this book seem hesitant to use liberal in-
stitution theory for their analyses of particular political issues in North-
east Asia, we should ask why they feel the need for such caution.

To begin with, even if we admit that regionalism is emerging in North-
east Asia (as especially the chapters by Higgott and Timmermann,
He, Rozman, Iida, Pempel, Weiss, Harris, Evans and Job, Ohta, Akaha
and Ettkin, and de Prado suggest), the ‘‘region-ness’’ is still low in North-
east Asia (Yamamoto). Most forms of institutionalization analysed are
outside-in, not inside-out processes (as Aoi mentions in her analysis of
the Proliferation Security Initiative).

Second, the power relationships among the countries concerned are am-
biguous and unpredictable, because of their different sources of strength
and the ongoing rapid economic, political and military transformation.

Third, predicting future relations among the leading countries in the
region is a particular challenge, because there has never been any kind
of regional order or society cultivated among them. Also, the US future
commitment to the region is not certain, while Russia’s economic situa-
tion makes it difficult to predict its future involvement in the economic
and political development of Northeast Asia.
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China has its own various domestic problems. To China and other
regional neighbours, it is also not clear in which direction Japan’s foreign
policy is headed. For Japan, the central question is whether it will keep
its ‘‘dependent diplomatic posture’’ or whether it will become a ‘‘normal’’
country.
Furthermore (as Rozman and Berger discuss), there have been histori-

cal problems between Japan, China and the two Koreas, because Japan
has not yet come to terms with its neighbours over the interpretation
and depiction of Second World War history. As Berger argues, the genu-
ine security community in Asia is likely to remain a ‘‘distant dream’’ if
the leaders in the region do not tackle such issues seriously.
A final reason that several authors are cautious about the opportuni-

ties for institutionalization in Northeast Asia concerns Korea being still
divided, with North Korea having launched a tactic of brinkmanship in
order to preserve its domestic regime.
In spite of such challenges, Higgott and Timmermann observe in their

analysis that traditional power-politics approaches are becoming less rel-
evant, with more diffuse networked understandings of power becoming
increasingly important. The institutional approach is currently relevant
to analyse cooperation in the economic domain, especially in the areas
of finance and trade. For instance, Pempel points out in his chapter that
Asia is becoming more deeply institutionalized and more closed, particu-
larly after the Asian financial crisis of 1997–1998. Yet, as Pempel sug-
gests, it remains to be seen whether intra-Asian institutionalization in
finance and trade can spill over into the more problematic issue areas,
such as diplomacy and security.
The chapters by Iida, Weiss and Harris are searching for a way to build

and manage institutions in the non-security fields: trade and investment,
and the energy market. To find an alternative to power politics, Job and
Evans provide an approach that could transcend the traditional realist
school of thought by assessing a possibility of institutionalization of hu-
man security among Northeast Asian countries. In analysing institution
building in the region, some other contributors (including Aoi, de Prado
and Ohta) shed light on the role of epistemic communities in the topics
they discuss. The emergence of the networks among think-tanks and ex-
perts in this region is expected to develop a regional identity in the long
run. Oshimura suggests that a regional identity is a vital precondition for
successfully promoting institutionalization.
Another finding is related to the possibilities of linkages among the

institutions in different fields. Kikuchi argues that the success of the six-
party talks will depend on whether the leaders in the region can inter-
connect existing regional institutions such as KEDO and the US-DPRK
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agreed framework and other related global institutions like the NPT, and
constitute a multilayered de facto security network. Since KEDO and the
agreed framework are nested within the NPT regime, they can serve,
according to Kikuchi, as local institutions to make the NPT work in the
Korean peninsula. It thus appears that institutional linkages over the
Korean problem can be a test case for a much wider institutional linkage.

Institutionalization and US foreign policy

The enthusiasm for international multilateral institutions among academ-
ics and practitioners has dropped, to some extent, over the past few years
for several reasons. The changes in US foreign policy under the Bush Jr
administration have been notable among the causes of this development,
because US policies are essential for any kind of effort towards institu-
tionalization in Northeast Asia.

Consequently, recent debates have rather been focusing on the ques-
tion of whether or not the United States is an ‘‘empire’’. However, iden-
tifying the United States as an empire per se does not explain what
rationale underlies US foreign policy. To begin with, the US share of
material resources has not changed much during the past two decades,
in spite of the end of the Cold War. What has changed, however (and
especially after President George W. Bush took office), is the overall US
foreign policy orientation, which has tilted from multilateral institutional-
ism towards unilateralism. In contrast to the now-prevailing negative im-
age of the American ‘‘empire’’, most societies and international actors
had formerly accepted American dominance as long as the United States
continued to be what Niall Ferguson calls a ‘‘liberal empire’’.9 In many
thematic areas, the United States has committed itself to international in-
stitutions that not only enhance US security and prosperity but also pro-
vide generally beneficial public goods – necessary for the security and
prosperity of all – to the rest of world.

Some international relations experts, such as Kenneth N. Waltz, em-
phasize that the United States has been the preponderant power since
the end of the Second World War, and claim that US domination of the
world has not changed even after 11 September.10 Similarly, Michael
Mastanduno writes that the persistence of unipolarity depends on the
US capability to maintain a US-centred international order.11 The
United States has maintained its primacy in world affairs not only be-
cause it has materially dominated, but also because it has used power
through international institutions in which it can play a significant role.
Therefore, if the United States tries to achieve what it wants without
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paying careful attention to other states’ responses, it will face trouble in
spite of its material superiority. In such cases, the United States has to
pay a heavy price for the instability caused by US preponderance.
One can try to explain this paradoxical problem from a different view-

point. If hegemony can be defined as ‘‘a situation in which one state is
powerful enough to maintain the essential rules governing inter-state rela-
tions, and willing to do so’’,12 a hegemon must have not only asymmetri-
cal power relations but also the ability to obtain other states’ compliance.
Unlike an imperial state, a hegemonic state cannot enforce rules without
consent from the secondary states – in other words, material predomi-
nance alone does not guarantee effective leadership in the international
system. Therefore, as Keohane points out, a hegemon has to ‘‘invest re-
sources in institutions in order to ensure that its preferred rules will guide
the behavior of other countries’’.13 Just as a government requires public
consent to implement domestic policies, international leadership necessi-
tates cooperation of other states in order to make formulas and rules that
define international institutions.
This has fundamental implications for regional institutionalization

processes in Northeast Asia, where the United States plays a major role
in and for security politics and thus strives to pursue its particular politi-
cal interests through different means and institutions. When we look at
the US foreign policy of the George W. Bush administration with
Keohane’s definition of hegemony in mind, one may hesitate to describe
US behaviour as ‘‘hegemonic’’. To most of us, the foreign policy of the
Bush administration appears to be more ‘‘imperial’’ and to have power-
preponderance incentives to project American interests abroad.
During the Viet Nam War, US foreign policy was also criticized by for-

eign observers as imperial. Nonetheless, it is not always the case that US
hegemony has been resisted by secondary states; on the contrary, it has
been accepted, or even welcomed, by foreign powers in many cases. In
the past, states were tolerant of US claims of special prerogatives, or
even voluntarily accepted US superiority, because they needed strong
US leadership to protect their safety and prosperity. For those countries,
the United States is an ‘‘empire by invitation’’. However, again, they
complied with US demands mainly through international institutional
frameworks.
Regardless of the differences between realists and liberalists, a number

of international relations specialists have a positive view of US primacy.
The realist Robert Gilpin, for example, attaches great importance to the
post–Second World War US primacy as a precondition for maintaining
the international security order.14 Taking a broader view of hegemony,
Keohane, a liberal theorist, writes that US foreign policy after the Sec-
ond World War has greatly contributed to international stability by pro-
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viding and maintaining an international currency system, an open trading
system and an oil-supplying system.15 The United States has succeeded
in managing those systems that not only enabled it to enhance American
national interest, but also allowed other states to gain benefits from
complying with the norms and rules of international institutions that the
United States took the initiative to formulate. Though those institutions
may not be collective goods in the strict sense, most of us can agree with
Keohane when he suggests that US foreign policy has generally contrib-
uted to international peace and prosperity.

However, this does not mean that international institutions may not
create an asymmetrical distribution of benefits. In fact, these institutions
often do serve the dominant powers’ interests, and the United States has
been a prime beneficiary. The US dominance in the post–Second World
War era has mostly revolved around international institutions through
which the United States has exercised power. The compliance of the sec-
ondary states and/or the absence of their resistance to the international
order do not mean an absence of US power in the region.16

G. John Ikenberry goes a step further, and asks why the international
order made American power acceptable to other states during and after
the Cold War. His answer is that the United States, after the Second
World War, succeeded in legitimating order by restraining its coercive
use of force and making international commitments. Since the weaker
states have a fear of abandonment or domination by the stronger states,
the leading state must reassure the weaker states that it will not exploit
its advantages and will abide by its international commitments.17

By contrast, what Michael Barnett and Raymond Duvall call ‘‘com-
pulsory power’’18 – direct control by one power over another power –
is always expensive because, in the words of Margaret Levi, its use
precipitates resentments that can ‘‘fuel the flames of opposition’’.19 As
long as a hegemonic power refrains from exercising compulsory power
or the coercive use of force and keeps its commitments, the asymmetries
in power are rendered tolerable for the weaker states. A stable interna-
tional order is one in which a majority willingly comply with institu-
tional norms and rules. To use Ikenberry’s words, stable international
orders are those that have ‘‘low returns to power and high returns to
institutions’’.

Nonetheless, the degree of scepticism and resentment exceeded the
usual level of tolerance after the George W. Bush administration shifted
its foreign policy orientations from multilateralism to unilateralism, from
deterrence to pre-emption and from international security to homeland
defence. Foreign resistance to the United States will increase further if
the current US foreign policy emphasis remains unchanged. Foreign
countries’ resentment arises not out of the fact that the United States
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is a sole superpower, but from the fact that US foreign policy behaviour
appears to be based primarily on American domestic concerns and
interests.
If the Bush administration continues to pursue pre-emptive and unilat-

eral foreign policies, some states may adopt ‘‘soft-balancing’’ measures
that use international institutions and diplomatic frameworks to evade,
modify or resist US foreign policies. According to Robert Pape, for ex-
ample, ‘‘soft balancing against the United States has begun’’, and he
writes that ‘‘At bottom, the world’s major powers are reacting to con-
cerns over U.S. intentions.’’ For Pape, ‘‘Serious opposition to U.S. mili-
tary policies is only likely to increase if the United States continues
along its present course of aggressive unilateralism.’’20
Due to the major powers’ negative response and attitude to the United

States, US credibility among them has declined; this is weakening the
strength of international institutions, including the US-based institutions
in Northeast Asia. Despite (or because of) the unipolarity and globaliza-
tion of the world, ‘‘Washington is in no position to impose Pax Ameri-
cana’’.21 Yet in spite of these problems in US foreign policy and the
difficulties the region is facing, the contributors to this book consider
institutionalization in Northeast Asia vital for the stability and affluence
of the region.

What next?

The steps to be taken in this complex and multifaceted process have been
outlined by the authors and naturally rest on their particular expertise.
While their suggestions may vary in details, depending on their focus of
analysis, all agree that institutionalization in Northeast Asia is desirable
and even necessary for making the region stable and affluent in the years
to come. Building new (and strengthening existing) institutions in the re-
gion is regarded as indispensable to the security and prosperity of North-
east Asia. In sum, efforts may entail what some other international
relations specialists have called the ‘‘Europeanization’’ of this region.
It is doubtful if a Northeast Asian economic and security community

will emerge in the near future. It is clear, however, that this future image
would need to take into consideration the importance of the US role. In
fact, US involvement in institution building and management in North-
east Asia will be essential for its success and sustainability. In this sense,
expanding and interlinking existing multilateral institutions and manag-
ing US-led bilateral relationships should be an inclusive and mutually
interdependent process.
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The overall, and most important, result of this project, undertaken in a
close cooperation between the United Nations University and Aoyama
Gakuin University in Tokyo, has been to realize that institutionalization
processes have started in a region that has long been regarded as ‘‘im-
mune’’ to any kind of institutionalization effort. Higgott and Timmer-
mann were therefore right when they argued at the very beginning of
this book that it is not a question of whether institutionalization will
take place in Northeast Asia, but rather what form it will take and what
the drivers will be. Such forms and drivers are, and will be, quite different
depending on the particular policy field.

The same seems to apply to this book. The editors consider themselves
lucky to have assembled such an international group of distinguished ex-
perts from different regions of the world. Looking at Northeast Asia from
inside and outside the region, they have covered a wide and comprehen-
sive array of issues, ranging from regional identity to security, economy,
energy, environment, human rights, human security and the role of epis-
temic communities.

In conclusion, the result of their concerted efforts is more than simply
the sum of the 19 compiled chapters. Their contributions reflect the
complexity of this challenging topic, and also give a vivid example of the
options that exist in international cooperation when facing such chal-
lenges together.

These authors, with their various and multiple policy recommenda-
tions, have provided much food for thought on how to help ongoing, but
still fragile, processes of institutionalization in Northeast Asia gain in
strength and move further and faster. The editors hope that this project
has also contributed to expanding the network among the researchers
and education institutes involved. We would be happy if the book serves
as a stimulating platform for further exchange and research on the poten-
tial and options for institution building in Northeast Asia.
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