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Sung-Joo Han: Thank you very much, John.
I’m still trying to get over the Access of Evil
speech last night by President Bush and it's
not easy to refocus my and probably your
attention to this very exciting subject of East
Asian regional cooperation, but since that’'s
what 1I’'m here for | will try to deal with the
subject and see what we can do.

Evolution of East Asian Cooperation

First, | would like to talk about the way the
idea of East Asian cooperation has evolved. It
isfair to say that in the late 1980s when APEC
was launched it was at least in an important
part the Asian and American response to the
success of European regionalism at that time
called the European Community and now
called European Union. Soon after, in
December 1990, Prime Minister Mohamad
Mahathir of Malaysia floated the idea of — in
fact he did more than just floating, but the idea
of the East Asian Economic Caucus (EAEC),
which met strong opposition by the non-Asian
APEC members, particularly the United States
and many participants of the 1991 APEC
meeting in Seoul.

Remember how then Secretary of State, James
Baker, twisted the arms of the Japanese and
South Korean foreign ministers not to support
thisidea. Then in 1996 ASEM or Asia Euro
Meeting was launched. It was the European
answer to the rapid progress of APEC.

In the meantime, while participating in the
ASEM process, the East Asian countries now
known as ASEAN Plus Three, China, Japan
and South Korea, came to realize the need for
their own grouping to deal with the European
counterparts, the European countries, which
were participating in ASEAN within the
framework . . . within the context of the
European Union.

So, on the one hand, they had the European
Union, the East Asian countries didn’'t have
anything of their own, and so they felt the
need to have an identity and also ASEAN
getting together. They began to have an East
Asian caucus within the ASEAN meetings and
in 1997 they held the first of the annual
ASEAN Plus Three summit meetingsin Kuala
Lumpur.

Complicated Regionalism in Asia

Regionalism in Asia, athough it is under-
developed, is complicated enough. In com-
parison with Europe, Asia as a whole,
and East Asia as a sub-region, are deficient
in regional integration and most lateral
cooperation. Infact, East Asiaiscurrently one
of the few regions in the world without a
formal institution for cooperation. Although
ASEAN, established in 1967, has had a robust
existence for three and a half decades, East
Asia is crucialy in need of multilateral
mechanisms, which are essential for global
integration as well.

East Asia, in particular, is lagging far behind
Europe or North America in this regard.
Several reasons can be mentioned to account
for this. When compared with Europe, for
example, Asian countries, for the most part,
place greater emphasis on state first, ideology
and practice. They lack experience with and
history of integration the way that the
European countries have had through the
centuries, and there are huge differences in
size and power, as well as levels of
development among them, and | should also
mention the differences in the systems of
economy and politics.

For the Northeast Asian region in particu-
lar, common economic and environmental
problems facing the region provide some



opportunities and need for promoting regional
cooperation among its countries. But, it isfar
from implementing concrete cooperative
projects and actions with along-term vision or
a legally binding agreement. In fact, there
exists skepticism over establishing a sustained
cooperative institution at the regional level
due to pre-existing confrontation and distrust
in the region throughout the past centuries.

But now the East Asian countries are seeking
a new era of far reaching cooperation which
spans economic, political, social and cultural
aspects. The turmoil of afew yearsago in the
regional economy exposed the risk of self-
survival of individual countries and is
compelling regional cooperation in East Asia.
As such, a rather wide consensus has been
made among . . . fostered among East Asian
countries on the need to promote greater
cooperation within the region. East Asia’s
emergence in the world economy has been
achieved without the aid or benefit of any
formal institutions or regional cooperation.

Need for Regional Economic Cooperation

However, the need for regiona economic
cooperation has increased in recent years and
now outweighs the economic and political
barriers of cooperation. The move towards
East Asian economic cooperation is the result
of the globalization of the world economy.
With growing inter-dependence in the region,
East Asian countries began to recognize their
regional neighbors as trading partners and
providers of investment.

There is the recognition that cooperation in
economic, social and political areas among
East Asian nations is crucial to maximize the
growth potential of the region. Thereis much
common ground within East Asia so that the
region can facilitate cooperation efforts. East
Asian countries share similar cultural norms,
values, and social structures and transnational
environmental problems. These commonal-
ties differentiate the region from the rest of
the world.

However, the region also contains diversities
in the types of political and economic systems.
The relationships among East Asian countries
have been marred by political threats,
potential threats, disputes and rivalries.
Notwithstanding such obstacles, recent events,
such as the Asian financial crisis of 1997 and
‘98, have demonstrated the primary policy
objectives of East Asia states lie in achieving
economic cooperation and development.

Significantly, the launching of ASEAN Plus
Three summit meetings happened to coincide
with the Asian economic crisis of 1997-'98.
In the wake of the financial crisis East Asian
countries had to carry out reforms to
strengthen its economic and financial system.
In addition to each country’s reform efforts,
East Asian countries realized the need for
institutionalizing regional economic coopera-
tion to prevent the recurrence of future crises.
The cooperation has now progressed now to a
stage of periodic meetings of economic
ministers in addition to the annual summit
meetings and the creation of preparatory
devices that will further institutionalize the
cooperation process.

East Asian Cooperation has Good Start

The process of East Asian cooperation has
shown a good start. The ASEAN Plus Three
process is a case in point. Following the
inauguration of the ASEAN Three Summit in
1997, the leaders of ASEAN, the People’'s
Republic of China, Japan, and the Republic of
Korea have met annually to promote dialogue
and to consolidate collective efforts with a
view to advancing mutual understanding,
trust, good relations, peace, stability and
prosperity, and all the other good words
in East Asia. However, there remains much to
be done.

The challenge at hand isto set the right course
for the region as a whole and to devise an
overal framework. As | aready mentioned,
one motivating factor for the ASEAN Plus
Three grouping was the ASEAN process. The



East Asian countries needed a mechanism to
deal with the European countries, which came
to ASEAN as EU countries.

But there were other reasons. For one,
ASEAN was having growing pains with the
addition of new countries among its ranks.
Ordinarily, this would have kept them busy
with consolidating ASEAN. However, with
the deterioration of the economic situation and
prospects for financial crisisin some of its key
countries, ASEAN felt there was a need
to expand linkage with Northeast Asian
countries, particularly Japan and China.

Furthermore, with Indonesia and Thailand
experiencing instability, Singapore together
with Malaysia, which was already a champion
of the East Asian Economic Grouping, took
the initiative for a coalition with Northeast
Asia. Meanwhile, the democratic administra-
tion of President Bill Clinton exhibited a
rather relaxed attitude toward an East Asian
cooperation scheme, unlike his predecessor,
the first Bush administration.

Preoccupied with the war against terrorism,
the current Bush administration appears not to
be paying much attention to East Asian
regionalism as such. I'll tell you an episode |
had when | was attending the ASEAN PMC
meetings in 1993 and ‘94. | proposed at that
time, | was attending the meetings as Korea's
foreign minister, | proposed that the foreign
ministers of ASEAN Plus Three at that time,
nine countries in all, ASEAN had only six
countries including Brunei plus the original
five, that we would have a lunch session at
each ASEAN PMC meeting.

And at that time the meeting was being
attended by Secretary of State, Warren
Christopher, and the Assistant Secretary for
East Asia and the Pacific was Winston Lord,
and | spoke with them in advance that we were
going to do that. And they used exactly that
word, we are relaxed about what you are going
to do, and knowing that the Americans were
relaxed we proceeded to have lunch together.

And as far as | know, they have been doing it
until the ASEAN Plus Three Summit meeting
got started. One significant step the East
Asian leaders took for the institutionalization
of regional cooperative efforts was to
commission an East Asian Vision Group in
1999. It was launched with 26 members
coming from both non-governmental and
governmental sectors, two each from thirteen
East Asian countries, and was given the
mandate to submit its report to the 2001
Summit of ASEAN Plus Three last November
held in Brunel.

East Asian Vision Group

Charting out the future course of regional
cooperation in East Asia, as | have had the
honor of serving asits chairman and also alot
of difficulty there, let me briefly introduce and
explain its deliberations and recommenda-
tions. There were several key issues on which
the members spent much time deliberating.

One had to do with semantics. Although,
clearly it had to do with much more than
semantics, one major semantic issue that
EAVG, the Vision Group, had to deal with was
whether members could agree to use the word
community to describe the eventua product of
the ASEAN Plus Three process. Asyou know
and will recall, APEC was made to stand for
Asian-Pacific Economic Conference, not
community, because they could not agree to
call it a community. And like UNCTAD, this
isan organization, which is called a conference.

ASEAN members were rather alergic to the
term community lest calling anything else by
that name should dilute the solidarity of
ASEAN itself, because ASEAN being only an
association they didn’'t want to call either
APEC or any East Asian entity a community.
Thus, APEC ended up with an entity
constantly in search of a noun that would
indicate that it is an organization.

For the ASEAN Plus Three exercise there
were suggestions such as society, union, and



community of nations, and, interestingly
enough, the last suggestion, community of
nations, came from Chinese delegates.
Ultimately, EAVG members agreed, and |
should say | succeeded in persuading them to
use the term community. But, with the proviso
that only beginning with a small “c.” But |
also managed to use acapital “c” at least in the
title of the report, because every word had to
be capitalized in thetitle. So the EAV G report
which is the title “Towards an East Asian
Community: Region of Peace, Prosperity and
Progress,” clearly thereis acommunity with a
big capital “c”.

Another issue on which the members had to
debate was whether this community with a
small “c” was to focus on economic cooper-
ation at least during the beginning stages or
seek a more comprehensive cooperation.
Eventually, they agreed to seek a more
encompassing cooperation, but with the
economic fields in trade, investment and
finance to serve as the catalyst in the
comprehensive community building process,
and those are the exact words in the report.

Thus, the report contains sections not only in
economic cooperation and trade, finance and
investment, but also cooperation in politics,
security, environment, education, social and
cultural development, energy, technology and
many other things.

Recommendations of the EAVG Report

Still, major recommendations of the EAVG
report are in the economic area suggesting, in
fact, that economic cooperation is to serve as
the leading vehicle in the comprehensive
community building process. The EAVG
report recommends the formation of an East
Asian Free Trade Area, EAFTA, and
liberalization of trade well ahead of the Bogor
goal set by the 1994 APEC meeting, a meeting
that | personally participated in as Republic of
Korea s Foreign Minister. While emphasizing
that the regional integration arrangement
should be consistent with the World Trade

Organization, the arrangements were the
World Trade Organization arrangements so as
to reinforce the multi-lateral trading system.

The report recommends the establishment of
preferential treatment for the least developed
countries in the region as well. It also
recommends the expansion of the framework
agreement on Asian investment area to al of
East Asia. The EAVG report also recommends
financial cooperation in two tracks, one track
for establishing a self-help financing arrange-
ment. Thisis an ASEAN way of saying AMF,
and the other for coordinating an exchange
rate mechanism. It also proposes cooperation
inintra-regiona investment and in the field of
the new economy, especially the IT economy.

The East Asian Free Trade Area Proposal was
taken up seriously by the Brunei ASEAN
Three Summit last November and eventually
it was referred to the East Asian Study Group,
EASG, which will make their final report in
Cambodia in November this year. EASG is
a bona fide inter-governmental group looking
into various proposas including the trans-
formation of ASEAN Plus Three Summit into
an East Asian summiit.

And this particular proposal was also made by
the Vision Group, and the significance of
having an East Asian summit meeting rather
than ASEAN Plus Three summit meeting is
that such a summit meeting can be held
outside of ASEAN as well and it goes beyond
the myth that the ASEAN Three meeting is
something that the ASEAN summit holds and
invites the others as guests. It does not seem
likely, however, that an EAFTA will become a
reality anytime soon. Instead, ASEAN has
chosen to focus on forming bilatera FTAs
with the three Northeast Asian countries.
After one year’s study by the ASEAN China
Expert Group, ASEAN and China have
entered into actual negotiations for the
formation of the bilateral FTA.

Japan has dready agreed on an FTA with
Singapore and is now ready to follow the



footsteps of China to form an ASEAN-Japan
Expert Group. That is what Prime Minister
Koizumi wastrying to do during hisrecent trip
to Southeast Asia. So thereis about aone year
time lag between China and Japan in this
regard, probably alittle more than one year.

South Koreais lagging behind both China and
Japan in this regard because South Korea has
not even made adecision onthisyet. But after
aperiod of consideration, itislikely that South
Korea will decide to follow suit as the
prospect for an East Asian FTA continues to
remain uncertain, and if South Korea does not
join in this process then it will be left out
completely. In all this ASEAN is demon-
strating its resolve to retain not only its
identity and solidarity, but aso the initiative
in dealing with their Northeast Asian
counterparts.

In the absence of leadership coming from
Indonesia and Thailand, Singapore and
Malaysia are filling the gap. Malaysia and
Singapore, which still retain relatively
coherent politics and economies, are trying to
keep ASEAN from being completely merged
into alarger East Asian region. Regarding the
ASEAN Plus Three Summit, for example,
ASEAN countries would like to maintain the
myth, aswell asthe reality, that it is ameeting
where ASEAN is keeping the driver seat,
serves as the host and China, Japan and Korea
are invited as guests. On the issue of
ingtitutionalization, the EAVG proposed in
addition to an East Asian summit, the creation
of an East Asian forum which will serve as a
precursor to an East Asian community the
same way PECC, Pacific Economic Coopera
tion Conference, gave birth to APEC and
CSCAP, Council for Security Cooperation in
Asia-Pacific, facilitated the creation and
evolution of ARF, ASEM Regional Forum.

The Brunel Summit last year also deferred this
issue to the EASG, the Study Group, and their
decision to the Cambodian meeting scheduled
for this November. Now beyond the EAV G or
EASG report, there are several key issues

to be sorted out regarding East Asian
cooperation. Oneisitsplace, that isEast Asian
Cooperation’s place, vis-avis the larger Asia
Pacific, which, of course, includes the non-
Asian countries of Australia, New Zealand,
Canada and the United States.

Can and should East Asia act like the EU in
ASEAN, for example? Thisisneither feasible
nor desirable in my view. Individual East
Asian countries have too extensive and too
intensive relations with non-Asian Asia-
Pacific countries, especially the United States,
that they cannot afford to build a fortress East
Asia even in the economic area. But thisis
especialy true in the security area where the
role of the United States is indispensable and
extensive. Both for economic and political
security reasons, some key East Asian
countries, particularly Japan and Singapore,
have been reluctant to commit too deeply to an
East Asian community.

Role of Northeast Asia with ASEAN

Another question is whether the process will
take ASEAN serving as the core and bringing
in Northeast Asian countries individually as
the European Community evolved and as
ASEAN seems to prefer, or it would be a case
of Southeast Asia joining Northeast Asia as
two groups of countries. This latter case will
take the Northeast Asian countries getting
together in some way, either in the form of
FTA, that isNortheast Asian FTA, or inamore
comprehensive way. The leaders of China,
Japan and South Korea began to meet among
themselves around ASEAN Plus Three and
they are even expanding their economic
cooperation. However, there are still rivalries,
unresolved historical legacies, thorny issues
such as North Korea and disparate economic
interests among them that a Northeast Asian
community, economic or otherwise, seems out
of possibility in the short to medium term.

Another crucial question has to do with the
attitude and role of the United States regarding
East Asian regional cooperation. When the



European Community was evolving, the
United States was an outsider who never-
theless encouraged and helped with the
regional community making. Of course, the
Cold War and the threat of the Soviet Union
helped at that time. In the case of East Asia,
the United States has no incentive to
encourage its community making. In fact,
many would be apprehensive if not actually
have misgivings.

Lack of Leadership in East Asia

Finally, there is the question of leadership.
Here I'm talking about individuals as well as
countries. There are no counterparts in East
Asia to Europe's France and Germany which
took leadership in the formation of the
European Steel and Coa Community,
European Economic Community, European
Community and European Union, Jean
Monnet, Conrad Adenauer or Charles De
Gaulle. Nether is there a leader country in
Asia such as the United States as in the case of
NAFTA.

Japan has been in economic doldrumsfor more
than adecade now. Neither Japan nor Chinais
willing or ableto take the leadership. There are
no obvious champions with conviction, com-
mitment or influence to make it happen. Every
country in East Asia is preoccupied with and
immersed in the problems and affairs of its
own and even if any one or two of them tried
to exercise leadership it is not clear that others
will be inclined to follow.

East Asian Cooperation:
Slow but Steady Pace

So, where does East Asian cooperation go
from here? | don’t have a crystal ball, but let
me hazard a guess. The process will go on at
asow, but steady, pace. FTAswill be formed
not as an East Asian thing, but as a network of
bilateral, taking ASEAN as a unit — bilateral
arrangements that will often involve non-East
Asian countries such as New Zealand, Chile
and even the United States. In addition to

summit meetings, East Asian countries will
meet regularly and more extensively at
ministerial meetings among the senior
officials, experts, scholars, artists, educators,
businessmen and others.

There is not going to be a sudden agreement
on an economic community, but agreements
will be made on trade, financial cooperation,
environmental cooperation, technical coopera-
tion, student and teacher exchanges and so on.
A de facto community, asmall “c,” islikely to
evolve rather than be created or will suddenly
appear before us. And perhaps this is the way
it should be in this age of globalism. Thank
you very much.

Muthiah Alagappa: Thank you. | wanted to
begin by expressing my appreciation to John
and to the Sasakawa Peace Foundation for
inviting me to participate in this panel. It'sa
great pleasure to be on a panel with Han Sung-
Joo. I've known him for the past fifteen to
Sixteen years or so. Sung-Joo has provided a
very good perspective on the evolution of East
Asian cooperation, both from his knowledge
as a practitioner in his capacity as foreign
minister and in his capacity as chairman of the
East Asian Vision Group in crafting the
mission statement.

My comments, | really did not have a chance
to read his paper before this evening, so |
prepared some comments which dovetail quite
nicely with his presentation. And | would take
a little bit more of a provocative approach,
basically to provoke discussion. It seems to
me to be very useful. And | want to start with
looking at the context in which we are now
contemplating East Asian cooperation. The
context has altered dramatically in the course
of the last decade or so, and they’re pretty
plain to amost everyone, so | will keep this
brief, but I'll just highlight them anyway
in order to provide . . . | think the context is
quite crucial.

Ten, fifteen years ago there was, of course,
talk of an Asian Century. East and Southeast



Asian countries were enjoying double-digit
growth rates. Many believed that the center of
gravity was shifting to the Pacific, if not to
Asia, that the Asian Juggernauts will overtake
the United States, the international order
would have to take account of Asian values
and interests. A confident Asia then was
contemplating the future. Asian values and
ingtitutions, the developmental state in the
economic domain, one-party dominant politi-
cal system, the primacy of group values over
individual values, these were advanced as
superior in competition with Western insti-
tutions and values. The United States was
then considered by many to be in irreversible
decline and there was one set of thinking when
you're contemplating economic cooperation
in East Asiain the late 80s and early 90s.

A second feature which is important is at that
point in time there was talk about three
regional economic groups forming. These
would be closed, competitive and would be at
the expense of global institutions.

Concept of Asian Century
all but Disappeared

The three blocks much in discussion were one
in Europe, one in North America and one in
Asia, East Asa. That was in the late 80s and
90s when you' re talking, and now Asia today
is much less confident, the talk of an Asian
Century has all but disappeared, Asian values
and ingtitutions are no longer advanced in the
same fashion as they were at one point,
Japan’s economy has stagnated for more than
a decade and there's still no sign of breakout
of its current malaise. Though growing
rapidly the Chinese economy faces a number
of challenges, the crisis in economies of
Malaysia, South Korea, the Philippines and
Thailand have not fully recovered and some
may be in for another shock.

In contrast, the U.S. has become the dominant
power, far superior in al indices of power.
Despite the current recession, the dominance
of the U.S. is expected to last at least another

decade if not two. According to Lee Kuan
Yew it could last fifty years. And one should
be pretty careful in terms of taking these
extrapolations.

| mean just as the U.S. was seeming in
irreversible decline and now people sort of
anticipate that American preponderance will
continue indefinitely. Regional economic
blocks have not materialized. Globa economic
ingtitutions and arrangements like the IMF,
World Bank, WTO are still the primary insti-
tutions and, in fact, have been strengthened.
Europe has moved quite far along in achieving
economic and a degree of politica union.
European identity underpins the European
integration, which is now expanding to
include certain central and Eastern European
countries. North America has moved ahead
with a free trade area, but this is not identity-
based. It islargely utilitarian.

East Asian economic cooperation isin several
respects still the way it was in the late 1980s.
Asian Economic Cooperation in 1990s was
subsumed largely under the label of Asia
Pacific Economic Cooperation. So the context
in which we contemplate regionalism has
altered quite dramatically, and | think it
influences the way in which we look at the
future of regional cooperation in Asia.

The context today is one of American
preponderance, strong global ingtitutions, a
relatively weak Asia, and weak Asian regional
institutions. Now several questions come to
my mind, and I’'m basicaly going to pose
these questions because | have only five, six,
seven minutes or so and they could be subjects
for discussion. Why East Asian cooperation at
this point? IsAPEC not relevant? What is, in
fact, the relationship between East Asian
cooperation and APEC? What are the benefits
of an Asian-only institution and why has it
become more acceptable now than in the past,
both in Asia and in the United States? What
should be its agenda, and can it redlistically
achieve that agenda?



If one looks back at history despite the many
vision statements and plans, ASEAN does not
have much of a success story in the economic
arena. One only has to go back from 1967
onwards and dig out the various documents
and the plans and mission statements and so
forth. There isn't much to show in the
economic arena. And, for the most part, the
triangles and quadrangles associated with the
ASEAN-member countries are also dormant.

Reasons for Success of ASEAN Plus Three

What is it that is likely to make the ASEAN
Plus Three more successful than its Southeast
Asian predecessors? | think this bears
investigation and discussion. Like APEC in
1989, the APT (AsiaPlus Three) has been split
as a reaction to perceive negative develop-
ments. | agree with Sung-Joo that ASEAN
was a critical factor in the movement towards
APT, but | also think that APT was put in large
part, or given momentum in large part, by the
financial crisis and the perception that the
global institutions did not act quickly enough
and in good faith to deal with that crisis.

Does the APT have the resources and can it
develop the rules and institutions to deal with
afuture crisis? Will it have credibility? This
IS quite important. It's not just the resources,
but whether the rules will be there and whether
it will be perceived as being able to
implement. Can it deal only with crisesin the
smaller countries or can it aso deal with crises
in Japan and China? Or arethese redlly global
issues that have to be dealt with by global
ingtitutions?

| want to draw attention to three issues: one,
shallowness of political will; two, incongru-
ence between the political and economic logic
in East Asia; three, the issue of leadership
which Sung-Joo also referred to in his
presentation. First, the creation of APT is
largely a political logic. It isnot an economic
logic. Itisareaction to the circumstances, just
like APEC was a reaction to circumstances.
But this political logic for APT is not strong

enough to translate into a strong commitment,
which will, in fact, override nationa differ-
ences and issues.

Political will and commitment is crucia to the
success of economic cooperation. | really do
not think it is a function as logic of low-level
cooperation, which spills out into a higher
level of cooperation. There has to be a strong
political commitment and this has been a key
factor in the success in Europe.

The second issue in relation to Asiais that the
economic logic is not always in sync with the
political logic. Given the diversity and the
competitive nature of many of the Asian
economies, a region-wide FTA is difficult to
contemplate. It's not even been possible
within Southeast Asia. Now we are looking at
East Asia as a whole. Bilateral and sub-
regional ones are more likely as alluded to by
Sung-Joo in his presentation.

Third, who provides the leadership? I’'m not
referring to personalities here, but to
countries. Japan or Chinaor ASEAN? If it's
Japan and China, can they act in a concerted
fashion? In many ways, Japan is a leading
candidate in the economic arena, but it suffers
many inhibitions and it does not seem to be
able to break out of its stagnation. In China
and Japan a competitiveness for status and
influence, here asimpleillustration, and here |
don't mean in any way to . . . it's not a
negative perception, but who leadsthe mission
group? It's not a Chinesg, it’s not a Japanese,
but it's a South Korean. That in itself is
demonstrative in terms of who can take the
leadership. Who leadsthe ARF? 1t'SASEAN.
It is not China, it is not Japan.

Security Cooperation in East Asia

So in terms of leadership to move it forward
there is not the will at this point in time. So
this leads me to a very brief discussion about
security cooperation in East Asia. There is
actually no exclusive East Asia Security
Forum. The ARF includesthe U.S., Australia,



Canada, the EU countries and India.  South-
east Asia has ASEAN, but Northeast Asia has
no formal forum. The closest is the NEACD
and KEDO, both of which have American
sponsorship and participation. Will APT have
a security agenda? The East Asian Vision
Group states that it will have or at least partly
it will have a security agenda. But even if it
does it’s unlikely that the security role would
be crucial. The American security role in East
Asia is vital, but the U.S. emphasizes its
alliance system as a crucia pillar for regional
security management. Chinais an outsider in
their system.

The security and economic logics are not
reinforcing as they were in Europe. In fact,
they’re working at cross-purposes and Presi-
dent Bush's statement on North Korea last
night makesit even harder to get reinforcement
of thislogic. To conclude, | may appear overly
negative on East Asian cooperation. | am not.
Actually, | have written several chaptersin a
book, which emphasizes the benefits of even
limited cooperation.

My purpose here has been to ask some of the
tough questions, but important ones, and
provoke discussion. Also, | think the purpose
has been to create a redlistic expectation of
ingtitutions like ASEAN Plus Three. In the
wake of the 1997 financia crisis, there has
been a total disenchantment with Asian
regional institutions. People tend to pooh-
pooh theregional institutions. But in my view,
much of thisis due to high expectations.

| think the regional institutions play an
important role in socialization and non-
creation. But the rulemaking and enforcement
functions are very limited and so limited
also is the public good provision potential
of regional institutions in Asia Thank you
very much.

Naoko Munakata: Thank you for inviting me
to speak here today. It's terrible to talk after
the two great speakers. You have nothing to
say aready left, so | have to just throw away

my prepared text and then just try to talk as |
think. And I'm sorry for this somewhat
disorganized way as | speak, but as | was
listening to the two speakers, both of them
elaborated well how this concept of East Asian
community has developed. But at the same
time | thought it's useful to compare East
Asian initiatives and other regional initiatives.

There are so many competing regional
frameworks since the late 80s until now, and
maybe it's useful to look at the interaction of
those frameworks and then that might give
some clue to what the East Asian community
can uniquely provide.

Four Stages of Asian Economic I ntegration

| see broadly four stages of development of
Asian economic integration. The first period
is after the Plaza Accord to maybe ‘92 or ‘93
and then in this period there were competing
free trade proposals such asAFTA, EAEC and
APEC. And then after the Seattle Summit,
APEC really became a centra liberalizing tool
for theregion. And then that period continued
until *97 when at the same time we saw the
currency crisis and the failure of early
voluntary sectoral liberalization and then also
there was ASEM the previous year. At that
point, people's frustration with APEC became
pretty strong, and | completely agreed that was
mainly due to unrealistic expectations, high
expectations, for APEC.

But a the same time in the second stage
maybe APEC became a really liberalizing
corporation or liberalizing forum. And then
the origina name of the AsiaPacific Eco-
nomic Cooperation was from the desire to
balance the economic cooperation and then
the liberalization. But then in the history of
APEC the first part of the cooperation side
was somewhat gone. Maybe it’s too strong,
but it was somewhat lightened. So that was
the source of another frustration | think.

In the third stage what we saw was a
proliferation of bilateral FTAs. So from ’97



until, 1 don't know, maybe 2000 was
the kind of era of proliferation of FTAS,
bilateral FTAs.

| tend to think that the fourth . . . we are at the
entrance of the fourth era which is with a
China which is more willing to play an active
role in the region. This country long avoided
the active engagement in the regional
framework. It was mostly reactive if not
negative, but as we can see from Chinas
initiative in proposing China ASEAN FTA, |
think China really turned around its policy
toward regional countries.

They are wondering how to reduce the sense
of threat China is posing vis-avis neigh-
boring countries, and also thinking about how
to increase the leverage of China as a member
of Asia and then the leverage vis-avis the
world powers. | think there was a conscious
shift in China's policy that can start the fourth
era. In looking back at this history, maybe
what the East Asian community can do,
uniquely do, isreally what APEC failed to do.
If APEC can take up the role maybe there is
no need . . . there might be no need for an East
Asian community, but at least there is no
willingness among, conscious willingness,
in the APEC to help the development, help
or facilitate the development of the mem-
bers. Their emphasis is more on trade
liberalization.

In thinking about the characteristics of East
Asian countries is really compressed develop-
ment. I’m not sureif it'skind of an appropriate
English term, but they developed really
rapidly in a short period of time and then the
process was very compressed and a lot of
stress and then many countries didn't have
appropriate institutions.

| think the East Asian countries are keenly
aware that we need to have appropriate
ingtitutions to stably develop. And we haveto
have well-sequenced policy measures to have
thiskind of smooth development course, and |
think if wereally can createthis| think we can
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provide individual input to the world
community asawhole. So that’swhere | think
is some unique value that the East Asian
community can possibly provide.

U.S. Reaction to East Asian Initiatives

The other thing isthe U.S. reaction to this East
Asian initiatives, | saw various categories of
reaction among American people. The typical
reactions are like well, it doesn’'t matter. It's
not going to happen, so don’t worry about it.
Just forget it. That's their indifferent approach.
And then the second one is well, it's okay as
long as it's not exclusive. That's the second
approach.

But I'm not sure what exactly exclusive
means. And then the third approach is more
kind of acandid or honest statement, that well,
as far as we have NAFTA, maybe it is hypo-
critical for us to just criticize East Asian
initiatives, so we will see. Maybe the fourth
approach is a more proactive approach.

Well, it's good. We want to see Asia more
mature and more integrated, and that would
reduce the security burden and that will open
up Asian markets to a certain extent. | don’t
know what is the current administration’s
stance, but the U.S. answer seems to be the
kind of bilateral FTAs with appropriate
partnersinAsia. Thefirst exampleisthe U.S.-
Singapore Free Trade Agreement. Interesting
enough, that kind of matching is what’'s going
oninAsa

Competition of Bilateral
Free Trade Agreements

And then as Professor Han elaborated, what's
going on isacompetition of bilateral free trade
agreements. We don’t have a consensus
definition of this region that just like Prime
Minister Koizumi pointed out, well maybe
Australiaand New Zealand can be included in
this forum. So what’s going on is kind of
competing free trade initiatives and that means
outside regions with strong economic interests



or relations can create cross-visional or inter-
visional various FTAS.

Asians are not actually the inventors of this
mechanism. | think the Europeans started it,
like the Mexico FTA or the America FTA is
also discussed. So thisisreally reflecting the
economic logic of globalization. | thought that
reducing this is an example of our first FTA
with Singapore, but well Japanese manufac-
turers didn't get anything well. Singapore
didn’'t have any tariffs, so and then instead
they saw . . . and in Singapore indigenous
companies did have limited access to the
Japanese market, but they’re somewhat too
small to definitely realize benefits, so who
benefits the most is actually the big group of
businesses. LiketheU.S. petro chemical plant
operating in Singapore can immediately reap
the benefits of tariff reduction of the petro
chemical sector in Japan.

So as far as we are committed in a particular
region you get that benefit wherever your
nationality is, so that's a reality of global
business and then global business actualy
lobby various countries, why don’t you reduce
the barrier, particularly in this area. Or the
Japanese manufacturers chasing after the
American and European examplesto lobby for
Brussels, to why don't you surround this
environment regulation, things like that. So |
think that's sort of the hope of this kind of
overlapping evolution of regionalism that is
not going anywhere to the exclusive block.
That doesn't fly.

| don’t know the underlying of what they were
thinking, but the reaction is very appropriate
and fitting in what's going on right now.
Maybe the third point | should say is that both
of the previous speakers put it out, what's
going on in Japan and, it’s sad to be a Japanese
at this kind of moment. Everybody’s asking,
are you okay? Isyour country okay?

Sea of Changein Japan

| feal so bad. | don't want to sound like a
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defeated dog at the same time, and it's hard to
say what to say, hard to determine what to say,
but what | can say is that athough we haven't
delivered specific results, there are so many
changes going on under the surface and
then, for example, the fact that Japan turned
around its trade policy and it decided to go
for FTA with Singapore is actually a huge sea
of change.

People say that well, Singapore . . . Singapore
doesn’'t have agriculture, so you don't have
any sengitive items or it’'s not a big deal. You
are just hypocritical, but, in fact, we trans-
formed the policy thinking that well maybe we
have alot to learn from Singapore. It'savery
efficiently run economy and then look at the
trade procedures. That's a trading country’s
real characteristics, but maybe we need to
integrate our various trade-related agencies to
provide more business friendly service or
we can go for the mutual recognition of
professionals and then Singapore is a small
country and not so threatening and we can
experiment on how to kind of smooth out
the business entry in Japan. That's redly
unthinkable without Singapore. So we try to
experiment various ideas in order to promote
the business interests.

At the same time we aso ask the businesses,
you guys don't maybe get anything from
tariff reduction from this agreement, so
why don’'t you be more creative in think-
ing about what kind of measures would be
useful for you. So we extensively did the
interviews with businesses, so that's also
changing the working culture of the Japanese
government.

So | think that provided a kind of mental
change, very underlying deep changes. | hope
thiswill help in the future effort to reform our
country. The most difficult thing isagriculture,
of course, and Prime Minister Koizumi’'s
favorite phrase is reform without sanctuary,
but right now without forthcoming FTA
proposals it might sound hollow.



Japan-Mexico FTA

For the next FTA Japan is thinking of a Japan-
Mexico FTA and the reason is that we have to
. . . we are suffering from tariff differentials
because we don’'t have FTA with Mexico and
whereas Mexico maintains a high tariff on the
MFN basis, they just reduce the tariff on a
bilateral basis.

So we are not the member of NAFTA, we are
not the member of Mexico-EU FTAs. What
the Japanese companies are doing is exporting
the parts and capital equipment from North
America or Europe so the Japanese plant is
producing nothing for the Mexican market.
So that’s how they adapted.

Japan Destroying its Domestic
Employment

This is a very serious situation. We are just
destroying our domestic employment, so this
isvery easy to understand situation where you
are redly sacrificing the promising export
interest in order to protect the limited
agricultural interest, which is just 1.5% of
GDP. So it's a very typica case of urging
politicians to think about what are the
priorities.

After Mexico isdone, | don’'t know if Mexico
is going through or not, it's a test case redlly.
You can measure how Japanese policymaking
processisrobust from success and whether we
can succeed or not with Mexico. But maybe
after that we can be more forthcoming with
other Asian countries. We are more used to
thinking about not the agriculture sector as a
sanctuary as a whole, but we just look at
individual items. Maybe so many items have
just one or two percent tariff, nothing in the
currency fluctuation, so we are more able to
liberalize in the future.

We are not forthcoming right now, but thereis
so much frustration going on which is one of
the key success factors of the successful
reform in the future and then what the
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government should do is to encourage all
those little experiments going on and then try
not to lose the momentum and then wait for
the day. Thank you.

Q&A

John Ikenberry: Thank you very much. Well,
| think we'll open it up now and we'll let
Professor Han sort of incorporate his response
to the discussants as we respond to the
guestions from the floor. Please identify
yourself and your affiliation and then we'll
take it from there. Please.

Questioner: | am from the Japanese
Embassy, Washington, D.C. Thanks for the
excellent presentation from the three speakers.
| have aquestion about the strength of ASEAN
Plus Three or East Asian community. It seems
to me that ASEAN and ASEAN Plus Three or
East Asian community or APEC are sort of
overlapping in a competing framework, which
are al evolving. And Ms. Munakata pointed
out that the sort of comparative advantage of
ASEAN Plus Three framework is that it's sort
of a well-sequenced policy emphasizing
institutional framework. And | have a
guestion to Dr. Han, as well as Dr. Alagappa,
having faced the various negotiation forums
and EC groups, what do you think of the
strength or the core competence or, say, value
of ASEAN Plus Three as compared with other
related similar frameworks? Thank you.

Ikenberry: Sure, why don’'t we take them
one-by-one.

Han: | guess| will try to answer that question
intwo ways. Oneisto link it with Muthiah’s
guestion, why East Asian cooperation or
grouping now, and that is a more compre-
hensive question, and | guess your question is
more specifically related to trade. If | try to
address the second question first, certainly I'm
not a trade expert.

| have been in meetings discussing this
issue a lot and that's where | would have



digtilled this kind of answer. There is the
multi-lateral arrangements, WTO, and there is
the sort of pan-regional Asia-Pacific, APEC,
arrangements.

And as | mentioned, Bogor talks about two
different kinds of timeframes, one for very
developing countries and one for developed
countries, 2010 for the developed countries
and 2020 for the developing countries. And at
least the EAVG report talks about liberali-
zation well in advance of the Bogor talks. We
were not in aposition to talk about the specific
timeframe, but just as APEC was trying to be
ahead of WTO, East Asiacould try to go ahead
of APEC and another element here is that in
North America there is NAFTA, in Europe
there is the European Union and East Asiais
left between these two groupings and it is seen
as some kind of a defensive measure as well.

Trade experts can also give numbers as to how
much more trade it generates, what kind of
specific benefits it will bring and so on, but |
don't have the numbers here but I've seen
numbers which indicate it is, in fact,
advantageous to have that kind of regional
liberalization. But the key element here is,
just as in APEC, so-called open regionalism
where while the in group will have liberalized
trade, that is not necessarily limited to that
particular group, but that would be a begin-
ning to open up the rest.

Goals of the East Asian Community

Now going to Muthiah's question which is
much broader, at the risk of boring you alittle
bit, in addition to the response that | gave to
this gentlemen from the Japanese Embassy,
we have in the EAV G report a five-point goal
statement of the East Asian community with a
small “c.” It says, one, to prevent conflict and
promote peace among the nations of East Asia,
thisis as Asians say, like Confucius says, still
| think what everyone has in mind is that just
as one major accomplishment of ASEAN was
to achieve relative peace and harmony among
themselves as much as defending us then from
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outside enemies or encroachments, if there s,
in fact, rivalry, in fact, there's potential for
conflict between, say, China and Japan, this
kind of multi-lateral framework will help
ameliorate that kind of a situation.

The second goal or objective to promote trade
investment finance and development in the
region, and | think we talked about that in the
context of the first question, to advance human
security and well being in particular by
facilitating regional efforts for environmental
protection and good governance.

| just want to take this opportunity to talk
about this particular issue, human security. In
ASEAN settings, it's always a big struggle to
talk about human security in the presence of
some Asian countries, particularly China, and
an East Asia meeting is one kind of setting
where the issue is raised, but not in the same
way in meetings where there are Europeans,
Americans, Canadians and Australians. And
it's a completely different dynamic.

I’ve attended sort of Asia-Europe meetings
and, of course, larger Asian-Pacific meetings
and they only say Asians. We do talk about it,
and sometimes a Chinese delegate will say |
don’t want to talk about anything that contains
the word human. We find away to talk about
it and the dynamic is quite different from
when you have Europeans or Australians in
the same room.

Anyway, this is included in this and then
we talk about the social issues. And then,
finally, the fourth item is to bolster common
prosperity by enhancing cooperation in edu-
cation and human resources development.
Five, to foster the identity of an East Asian
community by encouraging active exchanges
and regular dialogues at both the govern-
mental and non-governmental levels. | just
want to add that in connection with the human
security or, say, human rights, democracy
issues, | said there are different dynamics. It's
less argumentative in a purely Asian setting,
but sometimes | think it can be a little more



effective as well. But, of course, we need to
have both kinds of settings.

Alagappa: | just want to reinforce what Sung-
Joo said. | think it’'s really important for East
Asia to have a forum of its own without the
presence of the United States. And | think this
is crucial simply in order to provide not just
socialization, but | think adjustment of
differences that can occur in a very small
limited fashion, but | think one of the things
that I’ve argued for quite a long time is these
forums need not be seen as competitive and
undermining each other.

And it may not do very much, but on the other
hand it is an important forum to get together
and to talk about common issues. And | think
that in the long term, not in sort of five, ten
years, but in a much longer-term perspective,
that isvaluable in itself.

Going back to thetradeissuel think, | too, I'm
not atrade expert, but | think it's very difficult
to see APEC or EA, whatever it turns out to
be, to be a caucus acting asawhole. 1t's more
likely that it'll . . . sort of the current formula
of the ASEAN is six plus something. You
don't get al ten on what. It may be six plus
one or six plus two, and these countries with a
common agenda may act as a caucus and |
think that’swhat islikely to happen. Thereare
going to be very few issues where all thirteen
or fourteen agree on and take a very common
position it seems to me.

Questioner: I'm from the Elliott School of
International Affairs. Let me ask a question
that I'm sure will seem very naive, but in
calling ASEAN Plus Three East Asia, you're
actually talking about East Asia Minus Four.
What about Mongolia, North Korea, Hong
Kong and Taiwan? In other words, you have a
boundary problem here, and | said it's naive. |
know the answer to some of this. Obviously
we don't want part of the “access of evil” as
part of this community. | understand the
political problems of Taiwan.
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But what about Hong Kong? It is a separate
customs entity that would not necessarily
be included in a free trade area just because
the PRC is.

And what about Mongolia, which is aways
left out and yet is absolutely part of East Asia?
So why do we start with the assumption that
thisisASEAN Plus Three?

Han: I’'m supposed to answer that question?
WEell, we have to start somewhere and before
we got started, the Vision Group, | made atour
of all thirteen countries, which means twelve
plus my own, and when | went to Malaysia |
had the chance to meet the number one and
number two leaders there. And both of them
had one condition in getting this thing started
and that is no more additions to what we have
now, which isASEAN Plus Three.

It didn’'t . . . | didn't really ask you mean
forever? Or what if Timor becomes a member
of ASEAN, East Timor | mean. But there is
. . . we didn't talk about the membership
question and | think if I have my own way if
this thing evolves | would like to leave the
door open for eventua inclusion of, say,
Australiaand New Zealand as well.

But | answered your question almost in
jest, that’s the way we started with, and, for the
time being, | think that's the way it will stay.
The European Community got started with
six countries. There were a lot of other
countries then, and others became involved as
time went on.

Questioner: I’'m associated with the Embassy
of Korea. Listening to the presentation and
discussion from the panel, it seemsto have the
opinion that the East Asian economy
integration will go more like a combination of
many different types of bilateral agreements
rather than in a coordinated and organized
community style integration process.

My question is if that is the possibility and
if that is really realized, what is the risk



associated with that? | mean if it is a patch-
work of many different types of bilateral agree-
ments of which scope and legal liabilities and
industry sectors are al different, can we just
leave it at that or do we need to fix some of the
problems arising from that kind of possibility?

Free Countries have Different
Economic Programs

Munakata: | think, even among NAFTA,
free countries have bilateral FTAs and
then different schedules, different items
and different timing of liberalization. So as
long as we're not a customs union, we cannot
avoid that kind of problem. But at the same
time, we don't want to see proliferation of
different rules.

That's going to be a nightmare for business,
they say the “spaghetti effect” or something
like that, so if we are in an active forum
or community we can share what we will try
to do in the bilateral area and then, if possi-
ble, we can go ahead and standardize or we
can just adopt the international standards.
After the proliferation you will not very
gradually merge and that’s what the businesses
want to see.

On one hand we cannot liberalize politically
sensitive items, particularly in competitive
countries, so that explains the differencein the
concession, for example, on safety standards
or equipment or to be mutually recognized or
what do you expect for IT engineers to be,
immediately competitive, functional, in a
particular business environment, that’s sort of
common. We see so many common elements
and that can be monitorized, and then there
doesn’'t have to be closed standards among
East Asians. We can also create standards with
Europeans and the U.S.

The best goa is always a monitorable global
standard, but the point is that we cannot get
the global standard overnight, so we have to
start somewhere and then gradually. What we
saw in history is that if, for example, there is
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a strong European standard and strong
American standard, what will happen is they
use those standards domestically, but in the
global market they somehow try to com-
promise. We will try to reduce the transaction
for the business, so we have to be practical.

Ikenberry: The gentlemen in the back?

Questioner: Thisisanother perhaps naive, but
alittle bit sensitive question. | am from SMI.
We have operations in America, Singapore,
Korea and Australia. For the political stability
of East Asia, we are fully aware of what
happened last night and Bush’'s comment
about U.S. policy in North Korea. Perhaps
this, maybe the question should go to Dr. Han.

What sort of implication are we going to have,
especially from the South Korean point of
view as a mgjor U.S. aly, but from my point
of view in the North, is there nothing to lose?
What sort of implications are we going to have
now that the Bush administration is quite open
of the policy saying North Korea is one of the
major enemies?

Ikenberry: The time has come.
Implications of “Axis of Evil” Speech

Han: Well, | was told that among the three
countries mentioned yesterday, Iran and Irag
have reacted, predictably very strongly, at
least until about an hour ago North Korea has
not, and | guess we can expect North Korea to
come out with very strong words also. Thisis,
of course, a disappointment, and very dis-
turbing this would be to the current South
Korean government.

Now President Bush, even though he
mentioned North Korea first, it went in a sort
of crescendo. The evilness went up as the list
went on and so clearly this is a warning to
North Korea and | don’t think this was an
announcement that North Korea would be the
next target. And so | don't think we can
assume, conclude, that this will immediately



lead to a tense and crisis situation in the
Korean Peninsula

President Bush is supposed to go to Asia and
South Korea in February. In fact, in three
weeks. And he will have a chance to smooth
out the rough edges or rough points of his
speech, so I’'m not giving you a very clear cut
answer, but I'm not panicking. And unlike
other statements, the statement North Korea
was used for him to make a larger point and |
don’'t think thiswas . . . he had to choose. He
wanted to mention Irag, but he had to choose
two other countries and that's why, even
though Iran probably did not qualify perfectly,
Iran was included and so was North Korea.

Is that a good answer?

Questioner: | just wanted to ask one question
about China. | think several of our speakers
emphasized the importance of China in
driving the idea of a regional East Asian,
regiona organization in part to . . . or on the
part of Chinait provides a mechanism for it to
reassure its neighbors asit grows larger and as
it joins the WTO and as its economy has a
greater and greater impact on the regiona
economy and inevitably takes production out
of other parts of Asia and it's brought
into China and becomes an important and
dightly destabilizing presence, and regional
integration can provide, | think, Chinese
involvement in regional institution building.
It can provide a way of overcoming some of
those insecurities and building confidence that
IS necessary to respond to those economic
changes. Likewise, it provides a way more
actively for it to project its interests into the
region. Could you speak alittle bit about how
the changing and unbalanced rising position of
China is influencing thinking among China's
neighbors about how to build institutions to
respond specifically to China?

Han: ASEAN Plus Three or East Asian some-
thing. . . one of the major unspoken goalsisto
involve China in this kind of multi-lateral
context and | mentioned the China-Japan
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relationship and China itself, also the three
country relationship in Northeast Asia, and
sometimes it's easier to bind them with some
other countries, in this case Southeast Asia,
then just three so that that’'s one way it is
being attempted.

| think the Southeast Asians when they agreed
to form afreetrade area, agreed on afreetrade
agreement with China, it was both an
economic move as well as a political move in
that context. ASEAN Plus Three meetings,
what actually happens there is the most
important summit meeting there is not one
ASEAN Plus Three meeting, but three
ASEAN Plus One meetings. So there are three
sets of meetings, three Ten Plus One meetings,
the second set is Ten ASEAN Plus Three
meetings, and that's a very short one. In fact,
it lasts maybe about one hour and there are
thirteen leaders who are al very talkative.

Questioner: Do they wear funny shirts?

Han: Funny shirts and al. And they don't
really get to talk very much. And then there's
the ASEAN Summit meeting, sO meeting
among themselves, which is the longest and
which ASEAN leaders think is the main
meeting actually of this ASEAN Three
meeting. But, by bringing Chinainto both this
Ten Plus One and Ten Plus Threg, in this case
these are summit meetings, but also they have
finance ministers. We're proposing in the
report meetings of defense ministers, meetings
of actualy all the ministers you can think of.
But this will have, | think, a positive effect on
the sort of networking with China.

Ikenberry: One last question.

Questioner: | am from American University,
a very short question for Dr. Han. This
ASEAN Plus Three something, on the matter
of semantics before we proceed to insti-
tutionalize or to recognize thisthing . . .

Han: ASEAN Threeisasummit, but it's East
Asian something.



Questioner: Right. Now we've aways
referred to ASEAN Plus Three, this sort of
grouping, and you indicate some reservation
because it indicates | mean that ASEAN isthe
host and the other three are guests, and are
there any proposals to call it a proper name?
You know, Confucius ratification of names
before we go on to ingtitutionalize it. Will it
be called something else? Isit going to bejust
referred to loosely as ASEAN Plus Three?
Has there been proposals to call it by a proper
name, and if that's the case what will
ASEAN’sreaction be, you know, to this? Will
there be a new name for it? You know, isitin
the works? Thank you.

Han: Well, there's the proposal to have an
East Asian Summit instead of ASEAN Plus
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Three Summit, and the ASEAN responseisan
ASEAN response, which is let's discuss that
next year.

Ikenberry: Well, with that, | think we'll end.
| don’t think we should be too embarrassed
about East Asian something. Fifty-five years
ago | can just see Jean Monnet sitting around
smoking a cigarette with his colleagues saying
Europe . . . Europe something . . . there's got
to be a word we can think of and eventually
they did think of one.

So, I'm sure that with time the words will fall
into place, but in the meantime | would hope
that you would join me in thanking our very
distinguished panelists for an insightful
evening. Thanks for coming. (End)
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