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Preface

CHOONG YONG AHN, RICHARD E. BALDWIN, AND INKYO CHEONG

East Asia largely ignored the proliferation of regional trade blocs and the
subsequent regional integration phenomenon, despite the global wave of free trade
agreements (FTAs) in the 1990s. Until recently, East Asian economies had not
developed any meaningful economic cooperation schemes covering the whole
region. However, in recent years, the growing interdependence in East Asia through
trade and financial cooperation heightened the need for East Asian economies to
engage in regional economic cooperation and integration. The Asian financial crisis
triggered a rising sense of East Asian identity, and in November 1999, the
ASEAN+3 (China, Japan, and Korea) Summit released the Joint Statement on East
Asian Cooperation that outlined a wide range of possible areas for regional
cooperation.'

In addition to the existing ASEAN Free Trade Agreement (AFTA), the three
major Northeast Asian countries — China, Japan and Korea — recently joined the FTA
bandwagon. Furthermore, the 1997 Asian Financial Crisis brought about consensus
among East Asian countries for regional economic cooperation to avoid a recurrence
of another regional financial crisis. The framework for financial cooperation was
consolidated in May 2000 by the ASEAN+3 Chiang Mai Initiative (CMI), which
involves a regional currency swap and support mechanisms.

The possibility of an East Asian FTA has been actively discussed at the
ASEAN+3 Summits. The report by the East Asian Vision Group (EAVG) presents
a vision of an East Asia Community of Peace, Prosperity and Progress (3Ps). It also
presents 22 matters of key recommendations under six divisions, which include
economy, finance, politic/national security, environment/energy, and society/culture/
education, and 57 matters of concrete measures. More specifically, it contains policy
recommendations concerning the transformation of the ASEAN+3 Summit to an
East Asian Summit, East Asian FTA (EAFTA), East Asian investment region, East
Asian agreement to borrow or East Asian Monetary Fund, the organization of East
Asian environmental co-operation, East Asian educational fund and so forth.

In view of East Asian economic cooperation and integration, the most attractive
scheme might be the introduction of EAFTA and its institutional cooperation. Many
East Asian countries are exploring the benefits in subregional or bilateral FTAs.
Perhaps, EAFTA may be set as the goal of these countries regarding regional

! The areas for cooperation were diverse, including trade, investment, financial cooperation,
technology transfers, e-commerce, agriculture, small and medium-sized businesses, tourism
and the development of the Mekong river basin.

% The Vision Report was reported to the ASEAN+3 Summit held in Brunei Darussalam in
November 2001.
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economic cooperation. Also, EAFTA will be the first step in East Asian economic
integration. Even though it is difficult to promote EAFTA in the near future due to
differences in economic environment, political structures and conflicts over regional
hegemony, it is worth investigating in the mid-to-long term basis.

This book attempts to discuss emerging economic integration efforts in East Asia
with special reference to an East Asian FTA. Although economic integration is
desirable economically, positions and approaches of each regional economy toward
East Asian economic integration may be different depending on the circumstances of
the countries concerned. This book consists of three parts; Part I contains positions
of ASEAN countries towards East Asian economic integration. Part II those of
China, Japan and Korea. Finally Part III provides economic assessment of EAFTA
and evaluates East Asian economic integration.
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