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sumMaRry  The fast-growing countries of Asia bordering the Pacific are un-

dergoing a series of major, simultancous transitions. The region’s economies are
growing explosively, almost beyond the control of national governments and
perhaps cven beyond what its resources and environment can sustain. Its popu-
lations are both growing and aging, putting tremendous pressure on infrastruc-
tures and social structures. Its political systems face rising pressures for broader
participation from increasingly well-off citizens. The region’s security order is
suspended between a Cold War framework that no longer applies and new ap-
proaches that cannot yet cope with major challenges. Although Pacific Asia is
now a world force, its institutions for cooperation and coordination are in their
infancy. And in three major countries-—China, Japan, and Indonesia—leader-
ship transitions are underway that complicate both their own decision-making
and others assessments of their future actions. In this dynamic and uncertain
situation, the United States needs ro stay closely involved in the region but also

to be patient and take the long view.



Asia-Pacific
economies now
account for a
quarter of the

world's output

The nations of Asia along the Pacific—China,
Japan, Taiwan, Korea, and the countries of South-
east Asta——are undergoing a serics of major transi-
tions in most of the important arcas of life: cconom-
ics, population, politics, security, regional institu-
tions, and leadership, The faccthac all of these
rransitions are happenmg simudiancously niakes dhis
period exhilarating but uncertin, with exciting
prospects but abvo very real dangers it the region's
governments and leaders cannochandle the many

challenges involved.

The Economic Explosion

Within a single litetime, Pacific Asiais being trans-
formed from a Ligely third-world region o one
with many advanced, muludimensional ccono-
mics—-and @ major dynamo ot global growih, The
region is the most rapidly growing area i the
world., With a few exceptions, such as North Korea,
Burma, and Cambodia, its cconomies are vically
exploding. In 1994 the developing Pacific Asian
cconomics (excluding Japan, which is now consid-
cred a developed counuy) grew ata rate of over 9
pereent, as ()mmsc({ to L8 pereent tfor the industrial
countries as a group and -+ percent for the Unired
States. For the nest decade, the World Bank esti
mates that this group will grow at 7.7 pereent,
compared with 2.8 percent projected for the indus-
trialized countries.!

Some Pacitic Asian countries have even subsran-
tially exceeded the 8-9 percent growih being re-
corded for the region as a whole, I the 19605 and
1970s South Korea grew at 1 percent, and China
has averaged over 12 percentanmual growth thas far
in the 1990s. Sustained cconomic growth at this
level is nothing short of phenormenal. By contrast,
during the comparable historical period of Ameni-
can economic development ar the turn of the lase
century, the average growth rate was approximacely
4 percenc—and at thar rate the United Staces
emerged as the world's leading mdustrial cconomy
within a half-century.

The cconomy of the region now accounts for a
quarter of the world’s cconomic output. Japan's

economy now provides two-thi-ds of this toral, but
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slowing growth will at presenr rates reduce char
share o just over half widhin a decade; iris the rest
of Asia where most growth is now taking place.

The cconomy of the entire Asian region—
mcludimg South Asia 15 now approxinutely 90
pereent of that of the United States, and will be
Lirger than the TS cconomy ina decade. OF
course, with South Asia the region’s population is
over 3 billion, compared with 260 milion for the
United States, so even when the ecconomices are of
cqual size the sandard of living of the avera e
American will sall substandally exceed that of the
average Asian.

The cconomies of Pacific Asia are also becoming
far more closely integrated into the global cconomy.
Growth strategies in the region in recent years have
emphasized exports, whach depend onaceess to
international markets. These cconomies also dcpcml
agreat deal on foreign capital to finance the invest-
ments that suppors cheir growth, Gairing interna-
tonal access s slowly forcing the Asian countries to
open up their own domer tie markets through such
mechanisims as the interaional tade negotiations
of the General Agreement on Taniffs and ‘Trade (now
the World Trade Organization) as well as regional
arrangements such as the Asia-Pacitic Economic
Cooperation torum (APEC). ULS. observers may
feel that this is not moving fast enough, but icis
happening.

Rapid, export-driven growth in turn makes the
countrics even more susceptible o the impace of
ternational cconomic developments chan in
previous period:. Economic downturns in industri-
alized countries can have an important impact on
the markens for their experts, Sudden capica” flows
and changing exchange rates (such as the recent
dramatic changes in yen-dotlar rates) can affect
Pacitic Asian cconomics immediately in critical
arcas—the real cost of their international debs,
their income from exports, and even the value of
their toreign exchange reserves.

Even as these countrics are geting stronger,
thercfore, they are also becoming increasingly
vulnerable to global cconomic evenes and trends

beyond their control. o is a fact of international life



The rapid growth is
straining capital and
envirocnmental

rasources

that the mechanisms to manage such events—
whether throngh action by national governments or
through international insticutions -l considerably
behind the evolution of the cconomic system ieselt,
The ability of nagonal governments, particalarly in
developing countries, o protece their cconomies
from downturns remains quite limited. Thus, sl
another element of the cconomic transition involves
putting i place the policy instruments o reduce

the human coses of rapid ecconomic change.

Resource and environmental pressures. |'he pace
ot cconomic growth and Change in some respects is
greater than the region’s resources and environment
may be able o sustam.

One badly needed resonrce s capial. To support

continucd grovwth i projected rates, the countries of

Pacific Asia will need an estimated S eeitlion worth
of infrastructure projects just through the year
2000. President Clinton has remarked thac dhis is
the cquivalent of rebuilding 15 Sant Mornica
freeways every dave Even wich high domestic sav-
ings rates, Pacitic Astan cconomies will need sub-
stantial amounts of international capital to pay for
these (lcvv|u|nm'n( projeces Teis notver dear how
or frons where this much capital can be raised. This
was one of the major issues discussed by the APEC
finance ministers in ther fost two meetings, mn
Honolulu i March 199-4 and Bali in April 1995,

Encrgy requirements provide another measure of
the m.\gni(mlc and mmplc.\ily ot the cconomic
challenge facing Asiae At present growth rates the
needs of Ast Gncluding South Asiv for oil will
nearly double beoween 1993 and 2010, while the
region’s own production of oif will dedline.* By the
end of this decade, Astawill pass the United States
to hecome the world’s largest petroleum importing,
region. [e will hecome overwhelmingly dependent
on imports of oil from the Middle Fase--which are
coojected to grow by 312 times over the period and
by 2010 will constitute Y5 percent of Asia’s total oil
mports. This level of dependency inevitably creaces
a degree of uncerainty and insecurity,

Economic growth is already pressing on perhaps
the most vital resource of all for human life—water.?

The so-called “green revolution” that has vastly
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increased food production in the region since the
19705 has also greatly increased demand for water
tor irrigation, and supplics of cheap water have
essentially been exhausted. Water shortages in turn
will constrain further growth in food production, a
potentially acare problem given the recent decline
in global food stocks. There is also growing demand
by other water users such as hydiopower plants and
inland fisheries, as well as golf courses and other
recreational facilities serving the increasingly nu-
merous upper-income groups in the region. In Asia’s
many Large cities, water supplics are inu‘c.l.\ingly
strained and water qualiny is deteriorating, Parts of
Bangkok are sinking hecanse oo much groundwater
has been removed; insome cities, such as Jakarta,
even the poor muast buy botded water for drinking,
Other parts of the environment are also deterior-
ating. The region now produces 31 pereent of
global emissions of carbon dioxide from fossil fuels.
This is predicied o rise to nearly half of global
emissions by 2010 - even under the most optinustic
projections of increased use of non-polluting power
sources such as hydroclecricity or natural gas.” At
the same time, Pacific Asia’s ability 1o absorb carbon
dioxide through the natural “lungs” of its tropical
forests is also declining. In nine countries of South-
cast Asia during the 19805, forested land was being,
cut ata rate of 1 percent a year or more.” In two of
those countries, Thailand and the Philippines, the
rate was over 3 percent-—which, if sustained, would
eftectively climinate these torests by the year 2010.
And even at its impressive current growth rates,
the region still has a long way 1o go to reach the
cconomic levels of the major industrial cconomies.
Per capita income in the region’s developing coun-
tries still averages only about $700 per year, coms-
pared with around $25,000 in the United States
and nearly $32,000 in Japan. Completing the
cconomic transition, therefore, promises 1o be an
incredibly difficult process for people, governments,

;ll)(l l]lC cnvironment.

The Demographic Transition

The region is now experiencing two conflicting

demographic phenomena at the same time: falling
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Asia’s population is
moving toward
lower birthrates and

higher incomes

birthrates in some countries but continuing high
population growth in others.

The more cconomically advanced countries such
as Japan and Korea have made the so-called “demo-
graphic rransition.” That is, they have reached the
point where, duc to vising incomes and changing
attitudes, their population growth rates have fallen
to very low Tevels. Japan's populacon grow th race
(0.3 percent) s now halt that of the Unired Staces
(0.7 percent); it present trends continue, Japan'’s
population will stare dedlinimg after 2010 and by
2025 will be approsimarely the sane as icis today.
Even China, with 1 growth tae of just over 101
percent today, is approaching this demographic
transition.

As a result of this transiton, these countries are
experiencing asigniticant increase i the average age
of their populations, and relatively smaller numbers
of working-age people are having to support luger
numbers of the elderly. This results in huge pres-
sures on social structues and cconomic systems -
even greater than those in the United States ws the
“baby boomers™ approach retirement age and the
Social Sccurity and Medicare systems are puton
increasingly shaky pground.

But other countries in Pacific Asta—and in
South Asia as well—are still experiencing relatively
rapid population growth. In Southeast Asia, growth
rates in the Philippines and Viemanm are carrenty
well above 2 percent per vear —a rate ac which a
country’s population doubles in 35 vears. [n South
Asia, india s growing ot 1Y pereent, Bangladesh at
2.4 percent, and Pakistan at 2.8 pereent, a rate that
will double its population i only 25 years. Tn total,
Asia—which at 3.4 billion already has 60 percent of
the world’s population —will produce another
billion people in less than 17 years. This kind of
rapid population growth brings with it cremendous
pressures on both physical infrastructure and the
social and politcal order.

Thus Asiais in the process of along demo-
graphic transition from high birth-race, low-income
societies to higher-income socicties with little or ng
population growth. This process will take at least

several decades to complete. In the meantime, the
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combination of growing populations in some areas
and declining populations (or ar least labor short-
ages) in others has already led o problems of migra-
tion Hows (legal and dlegal) bodh benween different
countries and bevween different pares of the same
country. In China alone, one hundred million
peopleare said to be on the move today, secking
work mn (Ilc THOTC Prosperous rvginn\ (llA(hL' country.
Imngranon issies have caused tensions between
the Philippines and both Japan and Singapore, and

between Singapore and Thailand.

Political Evolution

[t is nearly an ardicle of faith in America that eco-
nomic growth, and in pardicular the expansion of
the educated middle class, will pressure political
systems o democracize or ac least allow greater
pluralism. This should Boespecially crue in Asia,
where political systems have - ditionally been
somewhat authoritrian, In 19SS, following demo-
cratic breakthroughs in the Philippines, Taiwan, and
South Korea, George Bush proclaimed that “The
spirit of democracy is sweeping the Pacific rim,”™

[n retrospect, Bush's declaration was clearly
overoptimistic. The Tiananmen massacre in China
less than ayear later was proof enough that democ-
ratizarion would not happen casily. Also, the idea
that Western-sevle democracy is a model tor Asia s
actively contested in some quarters in the region.
Indeed, many prominent Asian leaders such as
Singapore’s Lee Kuan Yew dispute the desirabiliey of
the American system’s type of pluralism and degree
of personal frecdom (which they would call lack of
discipline).”

However, the major political events in Asia over
the fast decade provide somie #vidence thar eco-
nomite growth and associated changes—including
growing access o information and freedom of
movement —do raise expectations and bring greater
demands on governments to- respond more directly
to public opinion. In South Korea, Taiwan, and the
Philippines, popular pressures were directly respon-
sible for rransitions from authoritarian regimes to
more democratic governments. In Thailand, public

prissure preveated a repetition of the well-estab-



The Cold War
security framework
is gone, but the new

order is not clear

lished tradition of military coups when military
authorities did not like the policies of a civilian
government.

Japan's democratic political system, instituted
after the Sccond World War, is well-escablished and
enjoys strong tundamental suppore from the Japa-
nese pL‘()plL’. Nevertheless, the deteac ot the Tiberal
Democratic Parey in 1993 after 10 vears of rule and
the splits in dhat parey thae followed refleced
changes in polideal dynamics and public expecta-
tions. One major factor seems o have been public
impatience with bodh corrupean and the effective
control of government by a sinall group ol politi-
cians and their business supporters.

In other cases there has not been such visible
success. In Burma and China, student demonstra-
tions pressing for democratic reforms were met with
bloodshed and atrocities, though few doubt that the
underlying sentiments cemain and are shared be-
yond the student communities. o other countries,
such as Singapore or [ndonesia, the contral tech-

niques are more subtles o sall others (e, North

Korea), the lid s sl on so tighely thae dissent either

does not exist or is invisible from the outside,

So the current picaure is mised, with democrati-
zation well advanced or clearly happening in some
societies while odher societies are stll under the
control of governments that are w some degree
authoritarian. But the prevailing movement is
toward more responsive regimes that draw heir
fegitimacy from public consent. The regimes most
resistant to this trend are the ones generally consid-
ered o be the least durable over the long run,
Again, a long-term transition seems to be underway,
although naither the pace nor the ultimate outcome

can yet be prediceed widh any certaunty,

The Changing Security Order

By conrrast with Furope, the Cold War in Asia was
essentially an overlay on the geopolitical map of the
region, affecting—but not the main driving force
behind—regional conditions and events. The
superpower conflict did, however, organize the way
the United States and the Soviet Union approached

the region, and the terms on which che region had
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to deal with the two most powerful external forces.
The end of the Cold War has thus aftected Pacific
Asia in two principal ways: ic has made the underly-
ing pulilic;\]vsu’uri(y issues stand our more clcnr])’,
and ichas removed the inthenee of superpower
competition on local sttuations.

The result of these changes v asituation of
considerable uncertaing Teis hard even o define
the nature of the carremt seaurity syatem - whether
s unipolar or mulapolar, balaineed or unstable.
The distribution of power among the various states
ts uneven and rapidly changing, and there are many
unresolved issues that may beconie sourees of
tension. And finally, only a very limited institutional
framaework exists to deal with these issues.

The United States is now the strongest single
military power in the region, but there is some
question aboud the circumstances in which the
United States would acually be willing o bring its
power to bear Most Pacific Astan governments
strongly desire a continued ULS. commitment 1o the
region (although some are more willing than others
to say so publicly). But governments are also trying
to strengthen their natonal defense capabilities and
to build regional mechanisms for dialogue and
cooperation. These later effores, however, are still
very tentative, and in the meantme che ULS. alli-
ance network remains the only security mechanism
in the region with real teeth.

Itis simply too carly o tell whether the new
seeurity configuracion thac ultimarely emerges will
be one of dominance by one or more powers, or a
balance among groups of powers, or some kind of
broader security community. T the meantime, and
unsurprisingly, a considerable amount of jockeying
for position can be detected, which fortunately has
not led 1o major conflicr but clearly contains the
potential for instability. The most prominent areas
of risk are North Korea's efforts o gain greater
recognition and assistance through playing the
nuclear card, and tensions in the South China Sea,
in which China has extensive chitas, focused par-
ticularly on the Spraty Islands.

Thus the security order in Pacific Asia is also in

lr;msi[ion. or PCFI);IPS more AICCUI'J[’CI)’ in SllSPCH-
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Asia’s organizations
lack a track record
of dealing
successfully with

urgent problems

sion, between a Cold War framework that no longer
applies and new approaches thar are just being de-

veloped and cannot ver cope with niajor challenges.

The Emergence of Reaional Institutions

Pacific Asia is only now developing mstinutions dhat
match its cconomic and ctrategic importance. After
more than a centary of reacting o ouside forces,
largely from the Wosr, the nations of Asia e
become independentand increasingly imporcant
actors o1 the world scene. However, Asia remains
far behind other regions, partuculaly Furope, in
developing institutions that can enable it to actas a
region or even to identify common interests, much
fess solve problems,

There arc a number of historical reasons for the
lack of regional insatudons. These mclude the
colonial legacy (and the fact that decolonization was
a gradual pracess), the Cold War that divided the
region inta three groups (indluding the nonaligned
countries), and the lack of carly visionary leadership
comparable to that which emerged in Europe o
promote the development of a regional communiy.

More success was achieved ac the subregional
level, notably the establishment in 1967 of the
Association of Southeast Asian Nations (ASEAN-—
founded by Thailand, Indonesia, Malaysia, Singa-
pore, and the Philippines and joined by Brunei and
this year by Victnam). Economic growth led to
cftorts to establish unotficial cconomic cooperation
forums in the 19705 and carly 19805, But it was
only with the ending of the Cold War that establish-
ment of aserious overall regional framework began.
The first APEC meeting on cconomic cooperation
took place in late 1989, In 1993 ASEAN sponsored
the establishment of a regional seeurity dialogue,
and in 1994 the first meeting of the so-called
ASEAN Regional Forum (ARF) for security consul-
tations took place in Bangkok.

These new institutions have developed operating
procedures and agendas ac fairly impressive races,
but they are sall in their early stages and lack both
institutional capabilities and a track record of taking
action on urgent problems (especiaily, as previously

noted, in the security arca). On the economic side,
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the leaders of APEC at cheir meeting in Indonesia
last November took the bold and visionary srep of
declaring the goal of fiee trade in the region by the
vear 2620, But they now face great ditticulyy in
formulating the practical agenda thar will Tead o
this objective. Indeed, there is some skepticism that
the next meeting, which will take place in Osaka in
November 1995, will be abide to agree ona tirm
starting date tor this process, or go further than
announcing some very modest firstseeps insuch
arcas s harmonizing customs procedures o stan-
dards. T short, the region’s institational transition
LOO IS 1 Process, but will take time and is subject to

DUINY uneertantics,

Leadership Transitions

A final cenaral feature of the current seene in Asia is
leadership transitions in three major countries—
China, Japan, and Indonesia,

In China, the transition from Deng Niao Py,

now lll](lC['\\'.l)' Ill.ll'l\'.\' \)l]l)’ lllL‘ SCL'()I](I ln&lj()l‘ L‘Il.ln}\!‘L‘

leaders are already in place—the tinmvirate of
President and Party General Seeretary Jiang Zemin,
Premier Li Peng, and cconomic chiet Zhu Rongji,
with Jiang officially designated as the paramount
leader—none of the successors is tirmly established
in his own right. A period of mancuvering and
shifting alignments seems inevitable before China
again has a clear leadership struceure.

Indonesia became the world's fourth-most-
populous country when the Soviet Union disinte-
grated. Indonesiais also the acidy acknowledged
leader of ASEAN. President Suharto is only the
sccond leader the country has had in 50 years of
independence. Over his nearly 30 years in power,
the: political system has come to be increasingly
centered on him, and he has deliberately not inade
advance arrangements for a succession. Suharto,
however, is 74, and anticipation of his inevitable
departure from the scene is already generating
considerable uncertainty about the country’s furure
leadership and policies.

Japan is a different case, as its transition is not

one of individual leaders but rather of the system


http:111hc.ll

America should
promote long-term
stability, not just
push its own

agenda

itself. The post-Liberal Democratic Party govern-
ments of Hosokawa, Hata, and Murayvama have not
been strong, and observers believe thac the current
political configuration is inherently unstable and
will not last. (Amaong other things, the nex parlia
mentary clection will be held ander a completely

new clectoral system), Butwhat new alignmenu will

succeed the present semisstalemate s very uncersain,

Thus, Japan is in the proces of amajor systemic
change.

The transttions in these three countries compli-
cate the decision-making of dhen governments and
theretore decisions tand even projeciions) ac the
regional level "V he weakness of the Lipancese govern-
meng, for example, is one factor making the outdook
for the November APFC aleCting o uneerian,
since the lack of stong and energene feadership by
the hose gready reduces the Chances of suceess.

Further compounding this sitwation is uncer-

tainty about the futuie regional policies of the major

external powers, Russiacand the United Stes. Seme
of the most tundamiented clements of the regional

order are cheretore now in transition.

Implications for U.S. Interests

Complexas the current seene in the region is, the
major implications for the United States can be
summarized in four simple points:

e T[irst, the dyn.unim of the region reflected in
these rapid changes remforee the case for sus-
tained and even mcreased American ivolvement.
On economic grounds alone, Pacitic Asia is
where the action is. The United States needs to
be in this action, and o stay in i

o Sccond, it is in Amcerca’s interest to continue to
act as a stabilizing force in dhe region, given the
many U.S.interests involved —sceurity alliances,
economic investments, and a world order of
which this region s now & major part and of
which the United States 15 a pomary heneficiary
and stakcholder. The United States has a anigue
position and thercfore responsibility to maintain
Its security presence in the region, including
specific commitments such acin Sonth Korea.

¢ Third, the United States should acuvely support
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the development of a stronger regional institu-
tional framework. [t is essential to the long-term
stability of the region that all its members learn
to get along with cach other and o accommodare
cach other's fundumental ineerests. This requires
regular dizloguc and, as tar as possible, the
development of conmmnon endeavors that can
build links among countries which historically
lack this kind of cooperation. The United States
can be an important catalyst i this process. The
Clinton adminnaton has been playing this role
;md sllmllnl conunue (In SO

* Butiourth, the United States must be patient.
These transitions will not happen quickly or
smoothly, and the long view is best, as was the
case during the more dramatic conditions of che
Cold War. Given the reglon’s complicated and
dynamic conditions, it is particularly important
to resist being sidetracked by the preoccupations
of the moment, and to resist the temptation to
push a surictly American agenda - -t a pace that
the regional trattic may not bear. To do so would
only risk harming both the tegion’s overall prog-

ress and l()ngwclm American interests.
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