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The end of the Cold War and the break-up of the Soviet Union have lessened the impact of global factors in world politics and have increased the weight of regional forces that had operated all along under the surface of superpower confrontation. International politics thus is increasingly shaped by regional, as well as national and local, dynamics. The peace process in the Middle East, for example, was fueled largely by regional pressures, not by the intervention of the United States, Russia or any other major power. The Russian project of reconstructing a sphere of influence in the "near abroad" of the Commonwealth of Independent States is driven by regional political factors. In Latin America a substantial decrease in political tensions and military expenditures has prepared the ground for sharp increases in regional economic cooperation. And in Europe, German unification was a decisive determinant for the simultaneous move towards a deepening and widening of the European integration process. 

Asia is no exception to the growth of regional foces in world politics. Intra-Asian trade, a frequently used measure of regional integration, has increased greatly in the 1980s [Bergsten and Noland, eds. 1993. Frankel and Kahler, 1993a]. Furthermore, as the daily news illustrates regional political developments in Northeast and Southeast Asia are competing for our attention. Japan's Prime Minister Murayama travelled through Southeast Asia in August 1994 hoping to deepen Japan's economic ties in the region and allaying regional anxieties about Japanese and Asian security. Japan's backing of South Korean trade minister Kim Chul Su as the "Asian" candidate, running against a "European" and a "North American" candidate, has helped make the selection of the first director general of the new World Trade Organization (WTO) an exercise in regional international politics. And Japan's peak association of business, Keidanren, is reportedly considering endorsing the formation of a controversial all-Asian East Asian Economic Caucus (EAEC), first proposed by Malaysian Prime Minister Mahathir in 1990 [International Herald Tribune, 1994]. In the 1990s similar views have been expressed with increasing frequency by senior, well-placed individuals in Japan [Lincoln, 1992, p.19]. 

Will Asia tend towards openness or closure? Will it be dominated by Japan or shaped by multiple centers of influence? A neo-mercantilist perspective emphasizes that the world is moving towards relatively closed regional blocs. In this view Japan is at the brink of reestablishing a new version of the Co-prosperity sphere in Asia. The opposing, liberal view holds instead that global markets are creating convergent pressures across all national boundaries and regional divides. 

Between regional blocs and global convergence this paper takes a middle position. Distinctive world regions are shaping national politics and policies. But these regions are indelibly linked to both the larger international system of which they are a part, and to the different national systems which constitute them. On balance the essays in this book highlight the factors that are creating an open form of Asian regionalism that is marked by multiple centers of influence. 

The concept of Asia is ambiguous and lacks a clear empirical referent. Asian identity results from the interaction of real and imagined factors. Champions of a growing Asian identity, for example, emphasize both, the effect of a common culture on Asian integration [Ogura, 1993. Mahbubani, 1995] and the effect of Asian integration on a common culture of "middle-class globalism" [Funabashi, 1993, p.78]. Relatedly, outspoken champions of Asian identity, like Malaysia's Prime Minister Mahathir and Singapore's elder statesman Lee Kuan Yew, typically use the identity argument for political purposes by celebrating strong group and family identity as the foundations for Asian capitalism and Asian human rights. But it makes a great deal of difference whether we refer to Japan and Asia or Japan in Asia [Gluck, 1994, p.5]. For, as Carol Gluck argues, Japan's rhetoric of relations with the outside world over the last century has encompassed triangulation (between Japan, Asia and the United States), separation from Asia (through escape or leadership causing imperialist domination) and identification with Asia (through an affirmative identity of common culture as well as a defensive identity of a common race). 

Regional designations are no more "real" in terms of geography than they are "natural" in terms of culture. Geography is not destiny. In the 1990s "the West" encompasses, among others, Western Europe and the United States as well as Canada, New Zealand and Australia, and, on many dimensions, Japan. Relatedly, "the Islamic world" does not describe a precise geographic location in the Mideast. It stretches from Indonesia to Nigeria and Northern Africa. As products of culture and economics, history and politics, geographically defined regions change over time. In comparison to Europe, Asian regionalism is not well institutionalized. Operating by consensus in regional organizations Asian states exercise effective veto power over collective actions. Indeed the history of formal regional institutions in Asia is a history of failures so conspicuous, in comparison to Europe, as to beg for an explanation. [1] However, it would be a great mistake to compare European "success" with Asian "failure. Such a Eurocentric view invites the unwarranted assumption that the European experience is setting the standards by which Asian regionalism should be measured. It is better to acknowledge instead that the scope, depth and character of regional integration processes varies across both numerous dimensions and among world regions. Comparative analysis thus can help us identify elements of Asian and European distinctiveness. It highlights, specifically, the inclusive character of an Asian network-style integration in contrast to the European emphasis on formal institutions that tend towards exclusion. 

This paper probes in Part 1 the relationship between global and regional forces. Part 2 develops contrasting analytical perspectives, both internal and external, through which one can analyze regionalism, using homogeneous Scandinavia instead of polyglot Asia as an example. Part 3 argues that Asian regionalism is characterized by dynamic developpments in markets rather than by formal political institutions. Part 4 explains the weak formal institutionalization of Asian regionalism in terms of two factors: international power and norms and domestic state structures. Part 5 characterizes Asia's form of network integration. Finally, Part 6, finally, concludes by drawing out some of the implications of this analysis. 


1. Globalization and Regionalism 

Asian regionalism reflects a general trend in world politics that can be traced from Russia's "near abroad" to the Caribbean and Latin America, from the Baltic to sub-Saharan Africa, and of course in each of the three main economic regions: Asia, Europe and North America [Haggard, 1995. Oman, 1994. Organization fo Economic Co-operation and Development, 1994. Anderson and Blackhurst, 1993. Neumann, 1992. Smith, 1993. Higgott, Leaver and Ravenhill, 1993]. Globalization and regionalism are not antithetical. Globalization is not an irreversible process, as some liberal economists insist, that is sweeping away the residues of resistance, be they national or regional. And with the end of the Cold War the world is not breaking up into rival economic blocs as some neo-mercantilists have argued. Instead globalization and regionalism are complementary processes. They occur simultaneously and feed on each other, thus leading to growing tensions between economic regionalism and economic multilateralism. 

Asian regionalism in an era of global processes is not new. Once we let go of a unilinear and teleological view of modernization of the world, regions are one important site in which the contending forces of global integration and local autonomy can be observed. The conflict is not for or against the forces of globalism. It is rather about the terms of integration, and those terms are shaped by power relations, market exchanges and contested identities of individuals and collectivities. In the past evasion, resistance and renewal have all been part of the processes that have made regionalism an important arena of world politics. In the words of Charles Bright and Michael Geyer "global integration and local autonomy were not alternative trajectories or possibilities, but parallel and mutually interactive processes . . . Any interpretation of world history in the twentieth century ought to begin with a decisive emphasis on regionalism in global politics" [Bright and Geyer, 1987, p.71]. 

Global and regional factors are closely intertwined. This is very evident in the area of political economy. The increasing globalization and deregulation of markets describes an erosion of national economic control that industrial states in the North seek to compensate for through regional integration schemes. These differ in form. As Peter Katzenstein argues in chapter 1, regional integration can occur de jure (as in Europe) or de facto (as in Asia). And it occurs also in subregional groupings within and between states, as for example in Southeast Asia and along the South China coast. Economic regionalism thus is not only an attempt to increase economic growth or to achieve other economic objectives. It is also an effort to regain some measure of political control over processes of economic globalization that have curtailed national policy instruments [Oman, 1994, pp.11, 35]. The economic effects of de facto or de jure regionalism can either help or hinder market competition and liberalization. By and large, the existing evidence points to the prevalence of trade creation and open forms of regionalism in the 1980s and 1990s [Eichengreen and Frankel, 1994. Oman, 1994, pp.24, 81]. 

In response to globalization regional integration is attractive for a number of economic reasons. First, neighborhood effects encourage intensive trade and investment relations. Secondly, economic regionalization processes often do not require the reciprocity that GATT and its successor organization, the World Trade Organization (WTO) insist on. And the inefficacy of the global GATT regime in addressing important economic issues in the 1980s and 1990s has acted as an additional impetus for regionalization. Thirdly, at the regional level efficiency and competitiveness are often strengthened through internationalized forms of deregulation, thus weakening directly the attraction of traditional, global approaches to liberalization while strengthening them indirectly. In addition, the effects of regional economies of scale and savings in transportation costs can create dynamic effects that also accelerate economic growth [Lorenz, 1991]. 

Furthermore, geographic proximity and the functional interdependencies and transborder externalities that it creates have favorable implications for regional economic growth. Geographic concentration of production is increasingly driven by the emergence of technology complexes and networks of innovation and production which offer essential advantages for regional agglomeration [Lorenz, 1992]. Technological development paths are contingent upon the actions of and interactions between developers, producers and users who hold different positions and make different choices in the national and the global economy. Technological innovation thus is a discontinuous process establishing different trajectories in different parts of the world that cluster both nationally and regionally. The supply base of a national economy, the parts, components, subsystems, materials and equipment technologies, as well as the interrelation among the firms that make all of these available to world markets, also cluster regionally [Borrus and Zysman, 1992]. 

In the specific case of Asia, intra-regional trade has grown faster in the 1980s than extraregional trade. Japan's trade with Asia doubled in the 1980s. Between 1985 and 1993 Asia's trade deficit with Japan sky-rocketed from $9.3 billion to $54.2 billion. At the same time Asia's trade surplus with the U.S. and Europe increased from $28 billion to $70 billion. Between 1985 and 1994 Asian countries ran a cumulative trade deficit of $390 billion with Japan which they offset with a cumulative trade surplus of $370 billion with the U.S. [Hatch and Yamamura, forthcoming, p.352. Williams, 1995]. The triangular trade pattern that these statistics chart so graphically reflect the growth of new regional production alliances that Japan has built in the 1980s and 1990s. The appreciation of the Yen since 1985 has accelerated the relocation of Japanese production abroad. Japanese multinationals have tripled their foreign output between 1985 and 1994 to nine percent. And with the proportion doubling since 1991, in 1994 more than one quarter of the growing share of Japanese imports were produced by overseas Japanese plants [Williams, 1995]. 

As a consequence of these developments Japan has established itself as the undisputed leader in Asia in terms of technology, capital goods and economic aid. For Walter Hatch and Kozo Yamamura Asia's growing dependence on Japanese technology is not a temporary phenomenon. It "is a structural condition that arises out of the complementary relationship between Japanese developmentalism and Asian 'pseudo-developmentalism'" [Hatch and Yamamura, forthcoming, p.166]. In the words of Chung Moon Jong, son of Hyundai's founder and a member of the South Korean National Assembly, "it's not a matter of choice in Asia. That's a very hard fact to recognize. In terms of money and technology, the Japanese have already conquered Asia" [Hatch and Yamamura, forthcoming, pp.78-79]. By design or inadvertently, the creation of structural economic dependencies in Asia is extending the life of Japan's embattled political economy. For Japan is encountering increasingly vexing political limits to further economic growth in the international political economy. 

But it would be a mistake to focus only on the intra-Asian part of the story. For Japan and Asia are both also structurally dependent on the outside world, specifically the US market. Although the Japanese market has absorbed an increasing share of Asian products, in 1989 the United States took almost twice the as much of Asia's exports ($94 billion) than did Japan ($56 billion) [Aggarwal, 1993, p.1038]. And there exists no compelling statistical evidence that, since the early 1980s, an Asian economic bloc is forming [Cowhey, forthcoming, pp.5-8. Frankel and Kahler, 1993a]. Along all dimensions Asian ties with the rest of the world have grown. In the near future continued dependence of the Northeast Asian and Southeast Asian economies on the American market militates against a relatively closed Asian economic bloc. And multinational corporations are often powerful wedges that keep the doors of economic regions open [U.S. congress, 1993]. Asian regionalism thus is marked by two intersecting developments. Japanese economic penetration of Asian supplier networks through a system of producer alliances on the one hand and the emergence of a pan-Pacific trading region which includes both Asia and North America on the other. We can analyze this structure in the language of emerging production alliances more adequately than in the language of economic blocs. Globalization and regionalism are interrelated processes that cannot be analyzed in isolation. 


2. Two Analytical Perspectives on International Regionalism 

Regionalism can be defined in terms of both socio-cultural factors internal and political factors external to the region. [2] Definitional ambiguities are a striking characteristic of the international relations literature dealing with the issue of regionalism. Cantori and Spiegel's inclusive definition emphasizes geographic proximity, international interaction, common bonds (ethnic, linguistic, cultural, social and historical) and a sense of identity that is sometimes accentuated by the actions and attitudes of states external to the region [Cantori and Spiegel, 1970, pp.6-7]. They admit that this list does not lend itself easily to the clear-cut identification of regional subsystems. Similarly, Bruce Russett's five criteria (social and cultural homogeneity, political attitudes or external behavior, political institutions, economic interdependence and geographical proximity) also illustrate the ambiguity of region as an organizing concept [Russett, 1967, p.11. Russett, 1968]. Based on the work of 22 scholars, Thompson's [1973] composite definition lists 21 commonly cited attributes which he condenses to a list of three necessary and sufficient conditions for defining a regional subsystem: general geographic proximity, regularity and intensity of interactions, and shared perceptions of the regional subsystem as a distinctive theater of operations. These three conditions overlap with those Cantori and Spiegel and Russett have identified. However, these conditions contain some serious analytical ambiguities: "general geographic proximity" is a stretchable term; "particular degrees of regularity of interactions" are neither readily recognized nor easily coded; and the "perceptual" dimension of regional systems often is in tension with the "objective" facts of geography [Doremus, 1988, p.24]. 

Together with Karl Deutsch this paper defines a region as a set of countries markedly interdependent over a wide range of different dimensions. This is often, but not always, indicated by a flow of socio-economic transactions and communications and high political salience that differentiates a group of countries from others [Deutsch, 1981, p.54]. 

The concept of regionalism is theoretically contested for two different reasons: unavoidable empirical ambiguities and differences in analytical perspectives. We can illustrate inescapable empirical ambiguities even in a region as compact and coherent as Scandinavia which offers a stark contrast to sprawling and polyglot Asia. Furthermore, unavoidable empirical problems are compounded by clashing analytical perspectives that weigh differently the importance of the internal, socio-cultural and the external, political factors that affect regionalism [Neumann, 1992]. 

In the case of Scandinavia, [3] a focus on internal factors leads to a historical account that stresses selected features of Scandinavian history since the 14th century [Neumann, 1992, pp.23-26]. The Union of Kalmer integrated the region politically between 1389 and 1523. Until the beginning of the 19th century Denmark and Norway remained united, before Norway was joined with Sweden, prior to gaining national independence in 1905. Legal codes in the three countries were modelled after each other. A Scandinavian movement in the 19th century competed with different nationalist movements and prepared the ground for a series of policy harmonizations: the Scandinavian currency union of 1873; the monetary union of 1901; language reforms to create more similarity; a Nordic Interparliamentarian Union established during World War I; the "Oslo Group" and the beginnings of region-wide economic consultation and cooperation in the 1930s; and after 1945 the Nordic Council, a passport union, harmonization of social legislation and the emergence of an egalitarian version of welfare state capitalism. All of these factors reinforced the integrating tendencies of a compact and distinct Scandinavian region. 

This account of the evolution of Scandinavian regionalism resonates with the general literature on regional integration that stresses internal factors. Karl Deutsch and his students pioneered transaction flow analysis as a distinct form of integration studies. This research perspective analyzes the magnitude and symmetry in the flows of social and economic transactions as well as of cultural communications as indicators for the waxing and waning of regional security communities [Deutsch, 1954, 1957, 1967. Russett, 1963. Merritt, 1966. Alker and Puchala, 1968. Katzenstein, 1976]. Such communities, Deutsch argued, could exist in bilateral relations, as between Canada and the United States or Sweden and Norway, or multilaterally, as in the North Atlantic security community or in the European Economic Community. And it could exist in a centralized (or "amalgamated") and a decentralized (or "pluralistic") form. But despite these differences in form, security communities were defined by a common element, the dependable expectation of peaceful change. [4] This analysis of regional integration processes lacked parsimony. In the case of the North Atlantic region, for example, Deutsch listed nine essential as well as an additional three, possibly essential, background conditions. 

In the 1990s Emmanuel Adler's and Michael Barnett's work on security communities has extended and modified the research that Deutsch and his associates did in the 1950s and 1960s [Adler and Barnett, 1994a, 1994b. Adler, 1992, 1994]. In their preliminary papers they replace Deutsch's behavioral approach to regional integration with a constructivist stance. While Adler and Barnett are conventional in their view of the relation between theory and evidence, they resist the economist's tendency of sidestepping the effect of actor identities on actor interests and strategies. Hence their research agenda links up with perspectives stressing social psychological factors and social roles in international relations [Walker, 1987]. 

A contrasting analytical perspective focuses on external factors and thus yields its own, distinctive historical account. How, for example, did external factors impinge on Scandinavian regionalism either by constituting or undermining that region? Scandinavia as a distinct region comes into existence at the end of the Thirty Years War, once Sweden has been displaced as a major European power. Sweden's demise sets the stage for a three-cornered power struggle between Russia, Germany and Great Britain that has shaped the dynamics of Scandinavian regionalism for the last 300 years [Neumann, 1992, pp.26-31]. Following the Peace of Tilsit, Sweden ceded Finland to Russia. With the support of the other great powers of Europe, Tsar Alexander I decided that Sweden should be compensated with the Norwegian part of the Danish-Norwegian Union. In 1864 Denmark faced Prussia in war alone, as external factors affected differently the interests of different Scandinavian states. The Scandinavian currency union of 1873 resulted from different calculations by the Danish and the Swedish governments. Both were convinced that they would be able to dominate the union. Norwegian independence in 1905 was helped along by the support of the Russian and German governments since each hoped that independence would soften up Northern Europe for easier penetration by outside powers. 

The growth of intra-Scandinavian trade during World War I ceased with the end of the war, as external economic ties once again began to assume their traditional importance. During World War II Sweden did not react to the German occupation of Denmark and Norway. In fact the Swedish government opened its borders to regular transports of unarmed German soldiers returning home, for rest and recreation, from Norway. By the end of the war in excess of two million German troops had crossed Swedish territory. Under the pressure of the onset of the Cold War, the experiences made during the 1930s and 1940s led to an abandonment of the traditionally shared Scandinavian neutrality policy. In 1948 Finland signed a treaty of friendship, cooperation and mutual assistance with the Soviet Union. Although they chose different strategies in NATO, Denmark and Norway were founding members of the alliance. Sweden remained neutral. The establishment of the Nordic Council in 1952 thus was an attempt to conceal with activity in the area of low politics the fundamental shattering of Scandinavianism in the area of high politics. Intra-regional cooperation and intensification of contacts during the Cold War were a function of Scandinavia's role as a buffer between East and West, not characteristics inherent in Scandinavian regionalism. With the end of the Cold War, intra-regional divergences have once again come to the fore. Sweden and Finland have joined the European Union (EU). Norway has not [Waever, 1990]. 

The literature that focuses more generally on the political and security issues of regions aims in the same direction as this specific account of Scandinavia. It analyzes the patterns of conflict and cooperation within and among different world regions in the language of the balance of power, applied to geographically defined systems and subsystems [Doremus, 1988, pp.12-13. Triska, 1986. Neumann, ed., 1992]. Neo-realists like Waltz view different world regions as manifestations of the distribution of materially defined capabilities in the international system. For Waltz a world of regions is nothing but but a return to a multipolar balance of power system [Waltz, 1993]. Although he recognizes that institutionalized regionalism is becoming more important in world politics, Joseph Grieco works from an analytical framework similar to Waltz's. His analysis points to imbalances in power as generating rational strategies of what he calls "self binding" through which weaker states seek to escape from the domination by stronger ones [Grieco, 1991]. 

Several studies have analyzed particular regional systems in depth. During the Cold War some students of regional systems argued against the decisive effects of the bipolar international system on all important facets of regional politics [Binder, 1958, p.415. Brecher, 1963]. Others criticized both the prevailing theory of systemic polarity and the inductive critiques that it had generated. Such studies emphasized instead regional theory with no more than a smattering of illustrative data [Doremus, 1988, p.14. Young, 1968, p.369. Zimmermann, 1972]. Cantori and Spiegel [1970, 1973] extended this line of research further. They created an empirically grounded theoretical framework which focused on the comparison between different regional systems. However, their ambitious scheme is marred by a proliferation of variables. [5] The scheme renders not causal propositions but, at best, a comprehensive taxonomy. 

Theoretical imagery that focuses on objective, geographic factors such as climate and topography encounters difficulties at Scandinavia's Southern borders. Conversely, language as a possible indicator of cultural identity is not particularly helpful either. It puts Finland outside of Scandinavia while making Iceland and the Faroe islands borderline cases. Regions are politically constructed and contested. In the case of Scandinavia, for example, at various stages of their history Sweden, Russia, Germany and Britain have tried to define the regional identity of Scandinavia to serve their particular political needs [Neumann, 1992, pp.20-31]. As Joseph Nye has suggested, regional boundaries reflect the changing powers, norms and interests of political leaders. They are not presumed "givens" of geography or culture [Nye, 1968, pp.vi-vii]. 

The serious analytical obstacles one encounters in understanding the regionalism of tiny and tidy Scandinavia are likely to prove insurmountable in the analysis of the regionalism of sprawling and inchoate Asia. Regionalism is best captured by a perspective that combines both sets of relationships, within and beyond the region. The two descriptions of Scandinavian history and the analytical perspectives on regionalism they reflect have considerable plausibility. It would be a mistake to focus analysis of Asian regionalism exclusively on either internal or external factors. For it is the interplay of two worlds, Sino-centric and Anglo-American, that has shaped Japan's relations with Asia. 


3. Asian Regionalism in Markets not through Formal Institutions 

Regional integration in Asia occurs in markets that are changing rapidly under the confluence of globalization and growing links betwen national economies. By contrast, Asian integration is unimpressive in the formal international institutions that students of European or North American regional integration normally have in mind. 

Regionalism in Markets. A generation ago, in 1960, Japan and East Asia accounted for only 4 percent of world GNP, compared to 37 percent for the United States, Canada and Mexico. In 1992 the combined size of the economies of Japan, the NICs, the ASEAN states and China amounted to 25.5 percent of the world's GDP, only slightly behind the economic size of either North America (29.2 percent) or Western Europe (31.1 percent) [World Bank, 1994, pp.166-67]. [6] Furthermore, substantially higher economic growth in Asia will widen this lead in the foreseeable future. With Asia accounting for more than half of the world's total economic growth, the relative economic size of the United States and the European economies will continue to shrink. However, as Japan's recent economic history illustrates, it is in the nature of all catch-up growth that it must end. 

The stunning growth of the economy of "Greater China" since the mid-1980s has reinforced the process of regional economic integration in Asia. Three-quarters of the 28,000 Chinese firms with significant foreign equity are financed by ethnic Chinese not living in the Peoples Republic (PRC). Overseas Chinese account for up to four-fifths of direct foreign investment in the PRC [Brick, 1992, pp.1-2]. [7] One estimate puts the Chinese diaspora at only 4 percent of the Chinese population. But its hypothetical "national" income is estimated to run perhaps as high as two-thirds of the Chinese GDP [Brick, 1992, p.5. The Economist, 1993, p.33]. [8] Worldwide, overseas Chinese hold an estimated $2 trillion of liquid assets, excluding securities, compared to an estimated $3 trillion that are deposited in Japanese bank accounts. [9] Fueled by Japan and overseas China, during the last decade the economic dynamism of Asia's regional economy has become one of the central features of the international economy. 

In the case of Asia intra-regional trade has grown faster in the 1980s than extraregional trade. Although the Japanese market has absorbed an increasing share of Asian products, in 1989 the United States took almost twice the value of East Asian exports ($94 billion) than did Japan ($56 billion) [Aggarwal, 1993, p.1038. Haggard, 1994, pp.22-24]. Japan's trade with Asia doubled in the 1980s. Yet there is no indication of a market split within the Pacific Rim economy between an Asian trade bloc and NAFTA members [Cowhey, forthcoming, pp.5-8. Frankel and Kahler, 1993a]. While Japan has established itself as the undisputed leader in Asia in terms of technology, capital goods and economic aid, in all of these dimensions its ties with the rest of the world have also grown. The growth of intra-Asian trade is due not to the differential Japanese economic penetration of Asia but to exceptionally high trade growth of the dynamic Asian economies. In the near future continued dependence of the East Asian and Southeast Asian economies on the American market also militate against a relatively closed Asian economic bloc. Furthermore, multinational corporations are often powerful wedges that keep the doors of economic regions open. Economic statistics thus suggest the emergence of a pan-Pacific trading region which includes both Asia and North America. 

Asian regionalism is defined foremost in market terms. But Asian markets do not consist of myriads of private individual transactions. Markets express instead institutional and political relationships that in their operations implicate deeply both business and government. Following the growth of direct foreign investment, multinational corporations now control to an unprecedented degree a country's bilateral trade. In the case of Japan, for example, intra-company trade accounts for about four-fifths of total Japanese exports and half of Japanese imports [Encarnation, 1994, p.2]. Relatedly, foreign investment has caused an extension of vertical keiretsu structures from Japan into foreign markets, as Japanese corporations have enticed their suppliers to follow them abroad. 

Furthermore, public policies encourage the emergence of subregional groupings, including the links between Singapore and Malaysia's Johor and Indonesia's Riau provinces, between Taiwan, Hong Kong and Guangdong and Fujina province in China, and between China's Dalian export zones and Japan and South Korea; four additional subregional groupings are now being planned [Yue and Yuan, 1993. Seki, 1994. Encarnation, 1994, pp.2-3. Womack and Zhao, 1994. Yuan, 1991]. Thus Michael Borrus writes that we are witnessing "the apparent emergence of coherent sub-regional trade and investment patterns that lie 'below' the aggregate regional picture but 'above' the interactions between states -- a kind of parallel in the productive sphere to the region's noted 'investment corridors'" [Borrus, 1994, p.5]. 

Weak Formal Institutions. Compared to these dynamic developments in markets, the relative weakness of formal political institutions is very notable. Asia, or any of its subregions, lacks equivalents to the panoply of European-wide institutions, foremost the European Union (EU). In the establishment of formal institutions Asian regionalism during the last decades has experienced a series of false starts. Only the fringes of the wider Pacific Community -- the North American Free Trade Association between the United States, Canada and Mexico (NAFTA) and the Closer Economic Relations Treaty (ANCERT) signed by Australia and New Zealand -- aim at the total elimination of tariffs. Even the arguably most successful institution of Asian regional economic integration, The Association of South-East Asian Nations (ASEAN), eschews the elimination of tariffs. Until recently it was committed only to negotiating some preferential tariff margins for member states on selected goods. Per Magnus Wijkman and Eva Sundkvist Lindstroem thus argue that in Asia "only the more developed countries appear prepared to accept deeper forms of integration" [Wijkman and Sundkvist Lindstroem, 1989, p.145]. 

The history of regional institutions in Asia dates back a generation [Soesastro and Han, 1983. Higgott, Leaver and Ravenhill, 1993. Haas, 1989]. In the early 1960s the Japan Economic Research Center (JERC) served as a meeting ground for a discussion of regional integration that brought together Japanese scholars and officials as well as representatives from the United States, Canada, Australia and New Zealand. Subsequently Saburo Okita, later Japan's Foreign Minister, articulated the concept of Pacific Economic Cooperation (PEC). Okita proposed annual meetings of representatives of these five countries for discussion of economic, cultural and other issues of common concern. This Japanese initiative never went anywhere. 

In 1966 the Japanese government took the lead in setting up the Asian Development Bank (ADB) in the United Nations Economic Committee Asia and the Far East (ECAFE). Although Japan provided a financial contribution equal to that of the United States, at the behest of the Bank's members, and to the consternation of the Japanese government, the headquarters of the ADB were located in Manila not Tokyo. [10] In the same year, in an attempt at regional burden-sharing with the United States, the Japanese government convened the Ministerial Conference on Economic Development in Southeast Asia (MCEDSEA). This organization was designed to help disburse Japanese aid, in exchange for general political support for Japanese foreign policy by its Southeast Asian neighbors. But the Southeast Asian states did not like dealing directly with Japan through MCEDSEA. By 1975, MCEDSEA had ceased meeting. In 1967 Japan proposed the establishment of an 'Asian-Pacific Sphere of Cooperation.' Nothing came of this political initiative either. Finally, following a proposal of South Korean President Park, and intimately linked to the American war in Vietnam, the Asian and Pacific Council (ASPAC) was set up in 1966. Because of its anti-Chinese character the U.S.-Sino rapprochement of 1971 led to this organization's quiet demise. By 1974 ASPAC had ceased to operate effectively [Crone, 1993, p.513]. 

The 1960s thus were inauspicious to a number of Japanese attempts to advance the cause of Asian regional integration. Political suspicion of Japanese motives was a major reason. Henceforth the Japanese government favored looser nongovernmental institutions. These institutions either diffused Japanese influence through broad membership or operated without Japanese participation altogether. Based on the presumption that the completion of the European Economic Community in 1968 would have adverse repercussions for the Pacific economies, Prime Minister Miki put forth in 1967 a Japanese proposal for a Pacific Free Trade Area [Crone, 1993, p.513]. In 1968 the JERC organized a conference to consider, and reject, the proposal for a Pacific Free Trade Area (PAFTA). 

But Miki's initiative was helpful in backing in 1967 an initiative of Australian and Japanese business to form the Pacific Basin Economic Council (PEBC), a non-governmental organization open initially to businessmen from the five Pacific Rim countries and subsequently open also to the participation by businessmen from other Asian states. Currently more than 400 enterprises are members and attend annual meetings. Similarly Miki's initiative made possible the establishment of The Pacific Trade and Development Conference (PAFTAD) which met for the first time in Tokyo in 1968 [Crone, 1993, p.513-54]. This organization eventually developed the idea of an Organization for Pacific Trade and Development (OPTAD) which from the late 1970s on brought together Japan, the United States, Canada, Australia, New Zealand and the ASEAN states [Segal, 1990, pp.361-63]. In contrast to many of the unsuccessful attempts at institution building in the 1960s, all of these were economic and non-governmental organizations that emphasized personal networking and the exchange of information rather than political negotiations and binding decisions. 

In broadening the focus of integration to encompass Asia-Pacific Prime Minister Masayoshi Ohira sought to strengthen in the late 1970sthe sense of an emerging Pacific Community with new organizations. The Japanese government proposed a loosely structured organization that would bring together in equal numbers representatives from business, government and academia. The Pacific Economic Cooperation Conference (PECC) was founded in 1980, through the joint initiative of Prime Ministers Ohira and Fraser from Australia. Today it has a total membership of 20 states, including the PRC, Russia which also represents the other members of the Commonwealth of Independent States (CIS), Mexico, Chile and Peru. All major Latin American states send observers and some participate in special task forces. And the EU monitors the organization closely [Crone, 1993, pp.514-15]. 

PECC operates through a network of study groups and has been particularly important in pressing the case for what Aggarwal calls a "metaregime" of open regionalism: regional liberalization that remains consistent with the norms and rules of GATT and the WTO and embodies also a regionally-based form of multilateralism [Aggarwal, 1993, pp.1033-35]. "The PECC substructure provides an avenue for interest-group politics that connects eventually with governments. While increasing Pacific economic interdependence did not cause institutionalization, it does support it and contribute [sic] transnational underpinning to an intergovernmental regime" [Crone, 1993, p.523]. PECC's heterogeneity dilutes greatly any influence that Japan might wish to exercise in or over it [Gibney, 1992, pp.69-70 and 1993, p.22. Yamakage, 1990, p.153]. 

Building on the accomplishments of PECC, and using it as a political base, Australian Prime Minister Hawke started in 1988 a year-long diplomatic initiative. It came to fruition in November 1989 when an even wider regional grouping was created, the Asia-Pacific Economic Cooperation (APEC) [Yamakage, 1995. Higgott, Cooper and Bonnor, 1990. Crone, 1993, pp.520-24]. It brings together governmental and non-governmental representatives from Japan, the United States, Canada, the Republic of Korea, Australia, New Zealand and the six member states of ASEAN. The Peoples Republic of China, Taiwan and Hong Kong joined in 1992, Papua New Guinea and Mexico in 1993, and Chile in 1994. With a budget of only two million dollars and a small secretariat located in Singapore APEC relies mostly on technical working groups [Gibney, 1993, p.21. Haggard, 1994, pp.61-63. Cowhey, forthcoming, pp.15-16,18-20]. [11] APEC is a purely consultative forum. Ironically, Vinod Aggarwal writes, "although APEC is a regional accord, at present in its embryonic state it is more oriented toward openness than the GATT itself" [Aggarwal, 1993, p.1035]. In terms of institutionalization APEC is comparable not to the EU but to the second pillar of the Treaty of European Union (TEU) which facilitates negotiations and the coordination of the foreign policies of European states. For some time to come though APEC is likely to evolve as a forum for trade and investment liberalization not economic integration. Thus Donald Hellmann argues that "APEC is a transitional institution, a hodgepodge of semiformal committees and working groups that are sustained by a shared desire for continued economic growth" [Hellmann, 1995, p.37]. Open-ended and outward-looking APEC is fostering an exchange of information, research and consultation. At least in these respects it is likely to become an Asian variant of the Organization for Economic Cooperation and Development (OECD). 

It is noteworthy that proposals for a smaller and more exclusively Asian organization have failed while APEC has succeeded. In 1990 Malaysian Prime Minister Mahathir proposed the formation of an Asian forum that could serve as an alternative to APEC. The proposed East Asian Economic Grouping (EAEG) was to consist only of the 11 Asian members of APEC while excluding the United States, Canada, Australia and New Zealand. Mahathir built on the ideas of others. Some Indonesian proposals aiming in this direction dated back to the mid-1980s. They were revived by Phisit Pakkasem of Thailand who in 1988 called for the creation of a Western Pacific Economic Cooperation (WESPEC). Finally, the original APEC proposal actually had excluded the United States [Low, 1991]. Mahathir's proposal for the EAEG aimed at three purposes: balance politically against the United States and Japan in APEC; balance against China and Japan in Asia; and counter emerging economic blocs in the West. The EAEG furthermore was consistent with Mahathir's strong identification with the Third World and his leadership in the Group of 15 for South-South Consultation and Cooperation [Crone, 1993, p.521. Low, 1991]. Strong American opposition, Japan's hesitation, and luke-warm support from most Asian states led to a downgrading of Mahathir's idea to the creation of an East Asian Economic Caucus (EAEC). 

There exists a shared distrust of Asian governments that international bureaucratic structures might become independent of their state sponsors [Crone, 1993, p.522]. This holds true for the weakness of formal institutions of Asian regionalism more generally. It is symptomatic, writes Andrew Pollack, that APEC's name "does not end with 'organization', 'association' or a similar noun . . . this attests to the reluctance of its founders to make it an institution. It operates by consensus, without any mechanism for voting, and many members would prefer to see it stay that way" [Pollack, 1994, p.A8]. Indeed the Western concept of community denotes having something in common that is often associated with organized and institutional structures. But there is no equivalent Asian translation for the concept of "community." Most APEC members thus opt for words that emphasize "loose family-type linkages and avoid the notion of a formal institution" [Carnegie Endowment Study Group, 1994, p.13]. 

This conclusion agrees with the findings of others. Joe Grieco [1994] has distinguished between three different aspects of regional economic institutionalization: type, scope and level. Along all three dimensions, and in sharp contrast to Europe, Asian regionalism, Grieco writes, "presents an almost perfect case of the absence of successful regional institutionalization in economic affairs. That is, while some modest efforts have been made to create a stronger institutional manifestation of regional ties -- in particular AFTA, EAEG/EAEC, and APEC -- these efforts have either failed completely or seem to face uncertain prospects at best" [Grieco, 1994, pp.14-15]. Similarly Peter Cowhey concludes that "the major regional institutions of the Pacific Rim are so far not in a position to deliver either warring trade blocs or deep regional integration" [Cowhey, forthcoming, p.15]. Relatedly, Stephan Haggard argues that regional organizations in Asia "have played a role as a locus for the formation of transnational networks, but they have not graduated to the status of policy-making institutions, let alone a forum for consideration of the deep integration agenda" [Haggard, 1994, p.61 and pp.8-12,60-66]. And summarizing the findings of their edited volume Frankel and Kahler talk of Asia's "soft" regionalism, closely integrated and centered on the Japanese economy, that differs from the "hard" European regionalism based on politically set discriminatory arrangements [Frankel and Kahler, 1993b, p.4]. In sum, despite a flurry of activity in recent years, Albert Fishlow and Stephan Haggard are correct when they write that "the puzzle with reference to the Pacific is not to explain the progress of regional initiatives, but their relative weakness" [Fishlow and Haggard, 1992, p.30]. 


4. Two Determinants of Asian Regionalism 

How can one account for the relative weakness of the formal political institutions of Asian regionalism? A comparison with Europe suggests two answers: power and norms in the international system, and the character of domestic state structures. First, U.S. foreign policy after 1945 established the principle of multilateralism in Europe but not in Asia. American diplomacy in Asia enshrined instead the principle of bilateralism. This has made it much more difficult for Asian states to develop broad, interlocking and institutionalized political arrangements of the kind that have characterized the European integration process. Secondly, the distinctive character of Asian state institutions has militated against the type of integration typical of Europe: sanctioned by public international law and legitimating formal international institutions that create sharp boundaries between members and non-members. 

International Power and Norms. Measured in relative terms, American power in Asia after 1945 was much greater than in Europe. [12] And American power supported the norm of bilateralism not multilateralism. It was not in the interest of the United States to create institutions that would have constrained independent decision-making in Washington. Nor was it in the interest of subordinate states in Asia to enter institutions in which they had minimal control while foregoing opportunities for free riding and dependence reduction. Extreme hegemony thus fostered a bilateral rather than multilateral system of interstate relations. When a gradual shift in relative capabilities brought to an end the extreme hegemony the United States had enjoyed in Asia, a weak institutionalization of an unstable and uncertain order became an attractive option for both the declining hegemon and Asia's subordinate states [Crone, 1993, pp.502-505,517]. Today rapid moves toward a formal institutionalization of regional integration is clearly opposed by China and Japan. China does not want to be trapped in institutions not of its own making. And Japan no longer needs formal institutions, as it did in the 1960s, to escape from a position of diplomatic isolation. 

Asian regionalism thus centered on a convergence of interests in the provision of some collective goods. By and large bilateral political practices excluded collectively shared norms of Asian regionalism. For example, political initiatives to create regional trade organizations in Asia typically were bargaining chips, motivated more by an assessment of developments in global trade negotiations or other world regions than in the intrinsic interest of creating Asian trade institutions. However, bargaining interests were constrained by existing GATT norms. And these norms had a significant effect on the evolution of Asian trade organizations [Aggarwal, 1993, pp.1035-40. Crone, 1993, pp.519-25]. 

Significantly, norms matter not only for the prescription of proper conduct, as in the case of trade, but of collective identity. Notions of community good facilitate regional institutionalization; value disjunctures do not. An adequate analysis of Asian regionalism thus needs to pay some attention to the cultural basis of power. Specifically regional integration is more easily institutionalized if political actors subscribe to the notion of forming a distinct community, as was true in Europe, than if they do not, as in Asia. As James Kurth has argued, in the past the values embedded in the Atlantic and the Pacific Basin were antithetical: international liberalism and the welfare state in the Atlantic and national mercantilism and the developmental state in the Pacific [Kurth, 1989]. The former values, not the latter, support government policies and political programs favoring institutionalized forms of regional integration. 

After World War II Atlantic cooperation was buttressed by collectively shared notions that tapped into the roots of shared Western culture. Indeed the very concept of a Western community (Christian, democratic and capitalist) became politically very prominent in the 1950s. It gave expression to a powerful, collectively shared purpose in the growth of Europe's regional institutions that was absent in Asia. Even as ardent a proponent of a collective Asian identity as Kishore Mahbubani admits that Western critics are right when they have difficulties in nailing down the sense of community in the Pacific. "There is still a long way to go before it is realized. Nothing like it has been experienced before" [Mahbubani, 1995, p.107]. 

American diplomacy after 1945 left a legacy in contemporary Asian security relations that has reinforced this difference. Firmly committed to the principle of multilateralism in Europe, the United States weaned that region away from its traditional preference for organizing security and economic relations between states along bilateral lines. Not so in Asia. After 1945 the United States enshrined the principle of bilateralism in its dealings with Japan and other Asian states [Schaller, 1985. Gaddis, 1982, pp.25-126. LaFeber, 1985, pp.29-124]. The North Atlantic Treaty Organization (NATO) and the Southeast Asia Treaty Organization SEATO both were off-springs of the Cold War strategy of the United States. NATO succeeded in transforming the security relations of its members. Founded in 1954 SEATO remained a paper organization. When it closed its doors in 1977 hardly anybody noticed. Today the absence of historically rooted, multilateral arrangements makes adaptation to global change difficult in Asia. The US-Japan security treaty looks anachronistic to many of its critics. But in the absence of alternative institutional arrangements, if the treaty lapsed, Asian states would confront vexing security issues [Simon, 1993]. Thus John ruggie writes that "whereas today the potential to move beyond balance-of-power politics in its traditional form exists in Europe, a reasonably stable balance is the best that one can hope to achieve in the Asia-pacific region" [Ruggie, 1993, p.4]. These institutional differences between multilateral and bilateral arrangements are reinforced by powerful historical experiences. In Western Europe the Cold War was experienced as a long peace, in Asia as a series of destructive wars. 

Asian security is shaped by an open regionalism that is influenced by several centers of power. The end of the Cold War and the disintegration of the Soviet Union had a different significance in Asia than it did along the central front in Europe. The break-up of the Soviet Union and the redeployment of the Russian navy from a forward to a bastion strategy has diminished global tensions. But it may eventually create new threats for countries such as Japan and Norway which are in the vicinity of these bastions, located on the Kola peninsula and in Vladivostock. Furthermore, an accelerating regional arms race in Asia, fueled by unrelated issues, such as the conflict on the Korean peninsula and jurisdictional conflicts in the South Sea of China, have been financed by some of the fastest growing economies in the world. These security issues create multiple political fissures in Asia that make a continued military presence of the United States navy highly likely [Betts, 1993/94. Friedberg, 1993/94]. 

Asia thus is a region that remains open to security links with non-regional powers. For example, as part of the Cold War in 1971 the Rim of the Pacific Exercise (RIMPAC) was set up. It provided for integrated naval war exercises involving Australia, Canada, New Zealand and the United States. No Asian state has joined RIMPAC since. [13] And from the outset ASEAN was impaired by the fact that its members had signed bilateral defense treaties with the United States, Britain and Australia. ASEAN's initial impetus in 1967 was political and military security not economic prosperity. 

Asian regionalism has some distinctive advantages and disadvantages in its management of security affairs [Mahbubani, 1995, pp.105-06]. The European assumption that peace and prosperity can be secured through institutionalization with relatively little regard to the societies located at the European periphery looks in the 1990s like a huge gamble. In sharp contrast, Asian regionalism resists institution-building impulses that tend to be exclusive; it features inclusive networks instead. Pacific-Asia is moving to integrate the periphery, currently Burma and Vietnam, and eventually perhaps even North Korea. "Europe may be accentuating the contrast between the continent and its neighborhood, thus developing potentially destabilizing geopolitical fault lines. By contrast, the geopolitical fault lines in the Asia-Pacific region are gradually being stabilized" [Mahbubani, 1995, p.106]. In light of the growing crises in the Balkans and in North Africa, recent developments in and around North Korea, Cambodia, Vietnam and Burma lend some support to this view. 

However, a conception of security that encompasses more than the traditional balance of power and interstate war makes us aware of Asia's great fragility. With a growing number of Asian polities experiencing economic revolutions and social transformations of hitherto unimaginable speed, the potential for vast economic dislocations and social explosions increases. [14] Robert Ash and Y.Y. Kueh, for example, write that "there is a danger that increasing economic integration within Greater China could threaten China's national economic identity, or at least compel re-definition" [Ash and Kueh, 1993, p.711]. Large-scale migration, profound environmental degradation, deep societal insecurities, and growing inequalities, not to mention the contestation for power in regimes that are themselves experiencing fundamental changes, none of these are conditions conducive to international security in Asia. 

Domestic Structures. The comparative weakness in the institutionalization of Asian regionalism is also due to the character of Asian state institutions. Some state structures are better suited to deal with public law and formal institutions as the preferred vehicle for regional integration. For reasons of simplicity I shall call them "Weberian states", highly rationalized forms of bureaucratic and legal rule. Despite some important variations in the institutional profile of the European states, with one signficant exception, they all belong to the same Weberian species. 

In the EU only Greece is institutionally singularly ill-equipped for full participation in the European integration process. Greek accession to the EC occurred for ideological reasons, not in a fit of absent-mindedness. Widely considered by Europeans as the cradle of European culture and civilization, European political elites simply could not deny Greek membership, once the colonels had been thrown out of office in 1974 and the regime had resumed to operate under democratic auspices. 

Yet the interaction between social and state structures that shaped the political evolution of modern Greece in the 19th and 20th centuries showed strong traces of centuries of Ottoman rule. "Constitutionalism at the time of the founding of modern Greece," writes Vassiliki Georgiadou," had little to do with the liberal-bourgeois constitutional order in Western Europe . . . Despite the formal constitutional anchors of state and government, the political regime had enormous difficulties to institutionalize Roman law principles and uncontested property rights" [Georgiadou, 1989, pp.4-5]. Traditional regional and local power brokers -- local bureaucrats, clerics and the military -- created a state which on the surface may have represented West European principles but in its core retained strong elements of Ottoman autocracy and corruption. The bloated Greek civil service and public economy, the lack of a regional system of government, the absence of reliable statistics, the institutional limitations that the state faces in the collection of taxes are some of the political characteristics of the modern Greek state that make it ill-suited to the process of European integration. 

On all of these dimensions, furthermore, Greece differs qualitatively from the other Southern European states [Kurth and Petras, 1993]. Under the impetus of the European integration process Spain and Portugal have affected a far-reaching transformation in their economic and social structures. It would be too strong to argue that Greece has not. Greece is changing and gradually converging towards a European profile. But change is excruciatingly slow and painful for both Greece and its European partners. It is indeed difficult to conceive of a EU-style of institutionalized integration, if all of the member states shared the characteristics distinctive of Greece. The hesitation of admitting Turkey to full membership in the EU, shared widely by political elites throughout Western Europe, is rooted not only in the human rights record of the Turkish government, the opposition to potentially large-scale labor migration, and the fear of Islamic fundamentalism. Some of the resistance is due also to the political experience that the members of the EU have made with a distant cousin of the Ottoman Empire. 

Regional integration in Asia is similarly shaped by the character of Asian states. Southeast Asian states, for example, are heirs to British, Dutch, French, Spanish, and U.S. colonialism. Social forces penetrate these postcolonial states deeply and thus create multiple political connections in intricate network structures. These states have inherited the colonial tradition of "the rule by law" rather than the West European tradition of "the rule of law." Southeast Asian states are constituted legally. But the relation between state and society is governed by social rather than legal norms. 

But the historical roots of Asian states reach deeper than Western colonialism. "Asian history," writes Wang Gungwu, "can be deciphered as a succession of greater or lesser empires bordered and interspersed by polities, fragments of polities, with or without kings, princes, and tribal chiefs of one kind or another" [Gungwu, 1994, p.237]. In contrast to Europe contemporary Asian states are shaped by the legacy of universal empires, regional kingdoms and subcontinental empires, with a history that predates the modern European states often by millennia. These empires and kingdoms, Rudolph [1987] argues, rose and fell by cyclical conceptions of dynastic time not by unilinear and teleological conceptions of progress in history characteristic of the European intellectual tradition. The notion of unified sovereignty and of the monopoly of force, central to the conception of continental European states, does not capture Asian political realities. 

In Southeast Asia, for example, following O.W. Wolters, overlapping patchworks of "circles of kings," or mandalas, represented "a particular and often unstable political situation in a vaguely definable geographical area without fixed boundaries. . . where smaller centres tended to look in all directions for security" [Wolters, 1982, p.17]. In contrast, the Chinese and Vietnamese presupposed that "any state should be associated with rules of dynastic succession and be described by fixed boundaries" [Wolters, 1982, p.13]. But even here, instead of oriental despotism, the political center, or king of kings, was presiding over a self-regulating civil society. 

To be sure the center ruled by force at times, and it tried to extract resources from civil society. But these activities did not define the character of Asian empires and kingdoms. According to Rudolph the relation of the political center to civil society was custodial and ritualized. And civil society -- divided into regions, casts, classes, guilds, religious communities, subkingdoms -- was segmentary. Asia featured galactic polities not absolutist monarchies. In these polities a system of repulsion and attraction kept all units circling in one orbit. At the center of the political universe was not a "sun king" but an all-encompassing sense of order. Instead of claims to effective sovereignty, ritual sovereignty characterized Asian states. Clifford Geertz's description of Negara, the theater state in Bali [Geertz, 1980], points to the ceremonial and aesthetic aspects of sovereignty and the importance of encompassing processes of cultural assimilation rather than exclusive formal institutions. These aspects of statehood helped in creating a common form of life and expressing an encompassing cosmology. Military penetration and conquest played an important role. But so did social replication through processes of diffusion and emulation. They helped create common social and cultural domains tenuously related to the formal control of a political center. Akira Iriye concludes that "military force was of much less significance than culture as a symbol of authority and greatness" [Iriye, 1992, p.9]. 

What is true of Asia in general is true of Japan in particular. This may be one reason why contemporary Japanese state theory has insisted on coining a series of neologisms that seeks to transcend the language of strong and weak states as well as the separation between public and private spheres of politics. Rule by a powerful bureaucracy, legitimated by the long-term domination of Japanese politics by the LDP, is an important part of a polity that links state and society in complex ways. It is difficult to describe these relationships between state and society with established categories that distill European experiences. Japanese scholars and specialists tend to emphasize the network character of the Japanese state and the requirements of reciprocity in the building of a political consensus that combines considerations of political efficacy with a mixture of economic efficiency and inefficiency. Although it is autonomous in some ways, the Japanese state is both embedded in civil society and penetrated by it. It has the potential, that is, for both strength and weakness. [15] 


5. Asia's Integration through Networks 

International power and norms mitigate against the recreation of a closed form of Asian regionalism under either Japanese or Chinese leadership. So do the effects of domestic structures. Pooling, in the interest of regional integration, exclusive state sovereignties in international institutions assumes the monopoly of force as the only defining element of state power and politics. This assumption derives from the European historical experience and the specific character of European state structures. Different constellations of the same factors have made Asian states less susceptible to processes of regional integration in formal institutions. [16] Conditions favor instead an open Asian regionalism. Its economic form will be network-like. Its political shape will be multicephalic. And its political definition will remain contested. 

The "network state" that characterizes the Japanese state at home [Okimoto, 1989] leads to distinctive forms of Asian regional integration. Saya and Takashi Shiraishi have illustrated how, in the early decades of the twentieth century, Japanese colonial communities in Southeast Asia, composed initially of marginal populations of prostitutes, pimps and subsequently of shop-owners, white-collar workers, clerks, planters and plantation workers eventually became extensions of a Japanese state that sought to "re-Nipponize" these communities through the activities of local bosses and consulates, the establishment of local Japanese associations, and, eventually, through Japan's uniform education system [Shiraishi and Shiraishi, 1993]. 

After 1945 the spread of Japanese influence has continued to occur in the form of network extensions of Japanese practices but without a monopoly of state control. After the Pacific War virtually all Japanese living in Southeast Asia returned to Japan thus leaving Japanese corporations without direct points of contact. However, Japanese who had left Southeast Asia at the end of the war wearing army uniforms returned, dressed in business suits, in the late 1950s. This initiated a new era of Asian regional integration, as Japanese economic influence began to spread gradually once more in Asia. Political connections were reknit that often had existed for decades before the war. Profitable business opportunities were pursued to benefit both political leaders in Southeast Asia and Japanese business. Thus Giovanni Arrighi concludes that "it was precisely the 'informal' and 'flexible' nature of the transborder expansion of Japanese capital in the surrounding low-income region that boosted its world competitiveness" [Arrighi, 1994, p.23]. And in the words of Edward Lincoln Japan has moved swiftly toward an "informal and soft form of economic regionalisation with other Asian countries" [Lincoln, 1992, p.13]. 

Generational turnover and a massive increase in Japanese direct foreign investment in the 1980s changed this picture once again. The organizational advantages of the keiretsu structure of Japan's large corporation became more apparent over time. These corporations rebuilt entire supplier chains abroad, in textiles and electronics first and in automobiles later. Such chains link myriads of subcontractors and producers of components in complex, multiple-tiers arrangements that had heretofore operated in sheltered domestic markets. [Encarnation, 1992, pp.147-82. U.S. Congress, 1993, pp.86-94]. Medium-sized Japanese corporations also expanded their operations in East and Southeast Asia and have thus helped to create an integrated regional economy which is centered in part around Japan [Arase, 1993. Katzenstein and Rouse, 1993. Doner, 1993, pp.191-97. Tokunaga, 1992. Bernard and Ravenhill, 1995]. Such business practices have led to a triangular structure of trade. [17] Backed by the largest stock of foreign investment in the region, the largest aid disbursements in Asia, and a high volume of trade, the Japanese government has begun to export its prized system of administrative guidance to influence business operations abroad. In the fall of 1990 MITI started setting up organizations in various Asian countries to meet periodically with MITI officials. These organizations are conceived as arenas for offering "local guidance" [Lincoln, 1993, pp.125,127-28,145-46,178,192]. In brief, in its commercial and political operations abroad Japanese business and government reveal the extension of distinct institutional forms of Japanese state-society relations across national borders. 

This network form of regional integration brought about by a network state typifies Asia more generally. The web of entrepreneurial relationships through which Greater China is being reintegrated since the late 1980s offers a second example. Even though political connections are part of the economic bargains that are being struck, what John Kao calls a new Chinese "Commonwealth" is not defined by formal state institutions [Kao, 1993, p.24. Lampton et al., 1992, pp.3-4. Kotkin, 1993, pp.165-200. Arrighi, 1994, pp.31-38. Mackie, 1992. Esman, 1986. Shirk, 1994. Lyons and Nee, 1994. Goodman and Segal, 1994. The China Quarterly, 1993]. That Commonwealth has no written charter cast in legal language. But it exists nonetheless and has important political and economic effects. Ethnic ties and family clans establish powerful regional business networks "informal though pervasive, with local variations but essentially stateless, stitched together by capital flows, joint ventures, marriages, political expediency and a common culture and business ethic" [Sender, 1991, p.29]. An ethnic Chinese network that transcends national boundaries may account for up to 70 percent of the private sector in countries such as Malaysia, Thailand, Indonesia and the Philippines. [18] And about four-fifths of foreign investment in the PRC are thought to come from a regional business networks that link Taiwan, Hong Kong and parts of Southeast Asia with the PRC [Blustein, 1992, p.A30]. 

This process of regional integration is informal and by Japanese, let alone European, standards "underinstitutionalized." It lacks political summits. Networks are composed largely of family firms; multinational corporations are largely absent. "The pattern and fundamental character of the Chinese global extension, writes Joel Kotkin, differs dramatically from those of the Japanese. In contrast to the exceedingly close ties between the Japanese salarimen abroad and their home islands, the Chinese global network possesses no fixed national point of origin, no central 'brain'" [Kotkin, 1993, p.167]. Based on painstaking field research in Thailand Mitchell Sedgwick concludes similarly that "Japanese multinationals in Thailand have reproduced the atomization of labor and strong centralization of decision-making authority -- the "Fordism" -- that they managed to avoid in post-war Japan . . . Beyond internal plant dynamics, however, the strict centralization is also reflected in the position of subsidiaries vis-a-vis headquarters. Subsidiaries in Thailand are part of a tightly controlled and rigorously hierarchical organizational structure extending down from Japan" [Sedgwick, 1994, p.8]. 

Differences in Japanese and overseas Chinese corporate networks integrating East and Southeast Asia can be traced in specific industries [Angel, 1994. Ernst, 1994, pp.109-12. Aoki, 1992. Bonacich et al, 1994. Bernard and Ravenhill, 1995, pp.185-88]. In the case of electronics, for example, Michael Borrus argues that Japanese networks rely largely on Japanese sources with similar technical capabilities. In contrast, overseas Chinese networks draw on increasingly high value-added technical specialization throughout Asia. Japanese networks tend to be closed, Japan-centered, and long-term. Chinese networks tend to be open, flexible and disposable [Borrus, 1994, p.3. See also Doherty, 1994, pp.2-3]. [19] The existence of this alternative network of overseas Chinese has made it possible in the last 15 years for the US electronics industry to escape from a position of almost total dependence on Japanese firms for component technologies and manufacturing capabilities. This development has reinforced economic links across the Pacific and may have diffused political tensions in U.S.-Japan trade relations. Partly overlapping sub-regional trade and investment networks thus take the place of a more formal institutionalization of Asian regionalism [Borrus, 1994, pp.5-6]. [20] 

In either its Japanese or overseas Chinese variant, Asia's regionalism thus eschews formal institutions. Asian regionalism takes different forms, marked by weaknesses in international institutions. It is defined primarily in economic market terms. It is organized under the auspices of Japanese giant keiretsu conglomerates operating in cooperation with the Japanese government. But it is brought about also by overseas Chinese who seek to combine their business acumen and financial resources in tightly-held, medium-sized family-owned firms, with the vast natural resources, cheap labor and pent-up consumer demand of the PRC. Japanese keiretsu organizations and Chinese-owned family firms shape Asian regionalism indirectly through the economic integration that they bring about without explicit links to formal international institutions. 


6. Conclusion 

In relying on a comparative perspective, this paper has argued that Asian regionalism is likely to be open and will evolve in reaction to multiple centers of influence rather than be closed and dominated by one power. Talk of a second coming of the Co-prosperity Sphere and the emergence of a yen-bloc express the correct intuition that, with the collapse of bipolarity, regionalization is of increasing importance in world politics. But this should not lead us to draw misleading historical analogies with the 1930s. The world today is a vastly different place than it was in the 1930s. 

Fearing that it might undercut its global stakes, Japan continues to show some ambivalence toward regionalization processes in Asia. But for many of Japan's business and political leaders, internationalization and regionalization are not mutually incompatible; one process entails the other. Asia and Asia-Pacific remain amorphous categories that are open to different political definitions. A loose and encompassing Pacific community might form around Japan, China, South Korea, Taiwan, ASEAN member states, Russia, the United States, Australia, Canada, and perhaps some Latin American countries. Such a community would probably be restricted in dealing with only a small number of economic issues. Alternatively, a deepening of the Japanese-US relationship could create tighter links between the two countries covering a growing range of economic and political issues. Finally, Japan might try to forge stronger political and economic links with the NIEs in Northeast Asia and ASEAN in Southeast Asia, thus reinforcing further the Asian links that have grown during the last two decades. Each of these scenarios expresses a compelling political logic. But the future is unlikely to replicate any one of them. More likely are political approaches that will seek to combine selected elements from each. 

Rather than to the future one might also look to the past for intellectual templates that could inform our views on Asian regionalism. Murray Weidenbaum has looked to the Hanseatic League as a historical analogue for the political organization of Greater China [Weidenbaum, 1993, pp.78-79]. The comparison is apt and might be extended to other manifestations of Asian regionalism. The League was not unified by governmental institutions. But government and business leaders from different cities, principalities and states in Northern Germany and around the Baltic area cooperated on matters of mutual economic concern. Unlike the Hanseatic League Asian regionalism is likely to infuse the non-governmental organizations with considerable political powers. For state and society in Asia are too intimately tied together to be fully disentangled in the world of "private" diplomacy. The usefulness of historical analogies is not to predict the future but to broaden our vision. For the future will not replicate the past. 

A comparative framework that contrasts Asian and European integration highlights the inclusive network structure of Asian regionalism and the European emphasis on formal institutions tending towards exclusion. But it also emphasizes important commonalities rooted in the advantages that "maritime" political coalitions enjoy over "continental" ones. In both Asia and Europe powerful forces are pushing toward openness, not closure, and political influence exercised by multiple centers of influence, not one regional hegemon. 
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Footnotes

    [1] Ernst Haas [1966] was the first one to compare integration processes across different world regions. An article initiallypublished in 1961 compares European integration with the Soviet bloc, the Arab world and the Western hemisphere. Asia is barely mentioned in the analysis. 
     [2] Both analytical perspectives typically incorporate economic relations. 
     [3] The term Scandinavia is used here to include both Finland and Denmark. It is preferable to the regional designation of 'Norden' known only to specialists in Scandinavian studies. "Northern Europe" commonly also includes Germany, Russia, Poland, the Baltic states and possibly Scotland [Waever, 1990]. 
     [4] This process-oriented approach to regionalism was analytically compatible with Deutsch's work on subnational and national integration. But it suffered from an ambiguous specification of the links between independent (multiple indicators of economic, social and cultural integration) and dependent (policy and politics) variables. 
     [5] Cantori and Spiegel distinguish between seven types of states, fourteen types of regional systems, each of which contains a core, periphery and an "intrusive system", and four pattern variables. 
     [6] China's GDP is multiplied by a factor of three as explained in note 8. 
     [7] Paul Krugman [1994, p.75] reports that official statistics on foreign investment may overstate real figures by as much as a factor of six. Provincial governments offer tax rebates and regulatory incentives to attract foreign investments. This encourages domestic entrepreneurs to invent fictitious foreign partners or to work through foreign front operations. "Round tripping" apparently is very common. Domestic entrepreneurs channel their investments through foreign intermediaries, normally located in Hong Kong, to take advantage of preferential government policies for foreign investors. This practice puts a different light on reported foreign investment figures which jumped from about $4 billion in 1991, to $11 billion in 1992, $27 billion in 1993, and $34 billion in 1994 [Graham, 1994, pp.3-4, footnote 8. Bleakley, 1995]. Guandong province for the first eight months of 1993 alone, reportedly signed 13,000 contracts worth $23.5 billion [China Daily, September 20, 1993, p.5]. Before the great investment surge of the early 1990s, three-way cumulative investment between the PRC, Hong Kong and Taiwan stood at $36 billion in 1991 [Lampton, 1992, p.1]. Based on the lack of long-term economic complementarities, Philip Bowring [1994] gives a skeptical assessment of the growth potential of trade and investment flows in Greater China. 
     [8] Estimates of Chinese GDP differ by as much as a factor of ten. The statistic given in the text is based on a low-end World Bank figure of $375 billion [Brick, 1992, p.5], based on official exchange rates. Some high-end estimates are almost ten times as large or $2.90 trillion [Siaroff, 1994, p.23]. Based on purchasing power parity indexes that take into account data on food consumption, infant mortality, and life expectancy a widely accepted estimate puts the PRC's GDP at about $1.25 trillion [Lardy, 1994, pp.14-18]. This estimate is three times as high as the World Bank figures. It makes the economic size of China comparable to Italy's ($1.2 trillion) and France's ($1.3 trillion) while still ranking signficantly behind Germany ($ 1.8 trillion). World Bank [1994], pp.166-67. But China's economy, by this estimate, would still be only one-third the size of Japan's. In terms of per capita income the ratio was about 1:25 in 1990; $1,100 for China and $26,930 for Japan. 
     [9] There are, however, twice as many Japanese as overseas Chinese [Brick, 1992, p.5]. 
     [10] Japanese citizens have acted as the bank's presidents since its inception; and Japan's construction and heavy industries have gained substantial contracts with the bank's assistance. 
     [11] These groups deal with topics such as trade liberalization, investment regulations, telecommunications, marine resources conservation, marine pollution, fisheries, the environment and technology transfer. 
     [12] In 1950 the combined GNP of Britain, France, Italy and Germany accounted for 39 percent of US GNP. In 1965 the combined GNP of Japan, South Korea, Philippines, Singapore, Thailand, Malaysia and Indonesia accounted for 15.9 percent of U.S. GNP. By 1989 the ratio had shifted to 79.8 percent, largely on account of the sharp growth in Japanese GNP. See Crone [1993], p.503, note 7 and p.510. 
     [13] However, from 1980 on Japan held joint exercises with the United States navy on a bilateral basis during, but apart from, RIMPAC naval exercises. 
     [14] Britain took 58 years (from 1870) to double economic output per person, the United States 47 years (from 1839), and Japan 33 years (from the 1880s). This compares with 17 years for Indonesia, 11 for Korea, and 10 for China [Mahbubani, 1995, p.103]. 
     [15] I know of no good comparative studies that would help us rank political systems by the efficacy with which they create and sustain a common cultural domain. But Rohlen's [1989] interpretation goes further than any other I have read in specifying the various mechanisms by which that common cultural domain can be made amenable to empirical study. 
     [16] By extension this argument could also be applied to how Anglo-Saxon states cope with processes of regional integration. These states fall between the two end points of a continuum here defined by Asian and continental European states. 
     [17] Japanese and East Asian NIC's exports and investments have made Southeast Asian economies both importers of foreign capital as well as machinery, equipment parts and supplies, and exporters of final products destined for Western markets. 
     [18] Nine of the 10 largest business groups in Thailand are owned by ethnic Chinese who account for about 10 percent of the population. In Indonesia, the Chinese population accounts for 4 percent of the population and owns the 10 largest business groups. In truth nobody knows the exact size of these business empires. They are extremely complex in their structure and virtually shielded from the scrutiny of any outsider [Brick, 1992, pp.3-4. Weidenbaum, 1993, pp.71,76. U.S. International Trade Commission, 1993, p.51]. 
     [19] Borrus notes that, with the exception of the electronics industry, this ideal-typical characterization is based largely on intuition and awaits further empirical and theoretical work. 
     [20] Changes in the electronics industry may well be underway as Eileen Doherty suggests [1994, p.2]. The industry is witnessing a sharp increase in the link-ups between Japanese and Asian-based companies. "Such partnerships suggest an emerging Asian regionalism in the industry, a set of increasingly close relationships that provide Asian chip makers with Japanese alternatives to U.S. technology" [Hamilton and Goad, 1994]. New strategies of Japanese corporations may be a response to their dramatic loss of market share in memory chips to Korean producers [Hamilton and Glain, 1995]. 
