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EAST ASIAN INTEGRATION AND THE TRANS-PACIFIC
PARTNERSHIP: WHAT DOES THE U.S. WANT?
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Strategic Studies, National Defense University

As U.S. involvement in Iraq and Afghanistan winds
down, the Obama administration has announced a “strategic
pivot” toward the Asia Pacific region. President Obama’s
recent trip to Asia; his participation in the US-ASEAN,
APEC, and East Asia Summits; and Secretary Clinton’s
visit to Myanmar symbolized this rejuvenated engagement.
Despite strong pressure to cut the military budget, the
president and his top aides have stressed East Asia’s
economic and political importance and pledged that “there
will be no diminution of [the U.S.] military presence or
capabilities in the region.”"

Meanwhile, East Asia inches slowly toward closer
integration. The date of the planned ASEAN Economic
Community (2015) is approaching. Currency swap
agreements have been multilateralized. The ASEAN
Secretariat administers some 50 committees and workshops
connecting ASEAN with the “+ 3” countries (Japan, China,
and South Korea). Free-trade agreements and economic
partnership agreements link nearly all the players. Talks
aimed at a possible Japan-China-Korea free trade area,

remote as that seems now, are taking place.

This combination of stepped-up U.S. engagement and
ongoing East Asian integration raises at least two broad
questions about likely U.S. behavior. First, what does
East Asian integration mean for the United States and for
U.S. business? Second, does the Obama administration’s
“strategic pivot” toward Asia represent a durable, long-term

shift in policy?

1. What does East Asian integration mean for the
United States and for U.S. business?

East Asian integration is moving forward on two
separate tracks. Market-driven integration is a spontaneous

process driven by the private sector, while government-
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driven integration dictates its political content and
organizational structure. The two are related but by no

means identical.

Despite numerous barriers in selected sectors such as
services and automotive products, market-driven integration
has made great strides. Causes include the lowering of
tariffs, the steep decline in the cost of communication
and transport, and the emergence of China as the hub and
final exporter of region-wide production networks. Zero
or near-zero tariffs on electronics, telecommunications,
and information technology products have sparked a
particularly high level of trade in parts and components.
As a consequence of these trends, intra-Asian trade on
the eve of the global recession had surpassed trade within
NAFTA (Canada, Mexico, and the United States) and was

approaching intra-European levels.

The surge in intra-Asian trade reflects the emergence of
region-wide, China-centered supply chains and production
networks. Typically, high-technology components come
from Japan, South Korea, and Taiwan, but companies in
Thailand, the Philippines, Malaysia, and Australia have
also found profitable niches. A high proportion of China’s
exports also depend on foreign companies or joint ventures.
Because of these factors, the label “Made in China,”
found on so many U.S. imports, is misleading. Until fairly
recently, China’s value-added contribution has averaged
only about one-third of the final value of the product.
Owing to vigorous Chinese efforts to promote indigenous
innovation and forced technology transfer, this proportion
is rising rapidly and in some sectors probably exceeds 60

percent.

One consequence of closer integration that affects

U.S.-Asia relations is that starting in the mid-1980s,



Japanese exports and foreign direct investment started to
shift somewhat away from the United States and toward
China. This trend caused a shift in U.S. trade deficits with
the two countries and a corresponding reorientation of
political pressure away from Japan and toward China.
(“Japan-bashing” has largely disappeared.) Whereas U.S.
exports to and imports from China were roughly equal in
the mid-1980s, the U.S. merchandise trade deficit with
China ballooned. Although U.S. exports to China in 2010
reached a record high ($91.9 billion), merchandise imports
outnumber exports by roughly 4 to 1.

Government-driven integration in East Asia is fueled
not only by the market but also by a number of other
factors. Despite — or because of -- its weakness compared
to its northern neighbors, ASEAN has been the leading
engine. Among the motivations of leading ASEAN
members are (1) the desire to strengthen ASEAN’s (and
East Asia’s) collective voice, (2) Asian reactions to regional
trade liberalization in Europe and North America, (3) the
sense of helplessness engendered by the Asian financial
crisis of 1997-98, (4) the need to embed a resurgent China
in a web of cooperative regional organizations, (5) the need
for government policy to keep pace with and facilitate (or
sometimes slow down) the pace of market-led integration,
and (6) the opportunities for ASEAN presented by rivalry

among the regional powers."

The U.S. government understands and supports
ASEAN’s efforts. Of particular value, in the U.S. view,
is the integration of China into a cooperative framework.
Moreover, Washington policy-makers know that there is
hardly any problem in the Asia Pacific region that can be
solved by one or even two countries alone. Threats such as
environmental pollution, climate change, pandemic disease,
illegal trafficking, and piracy call for coordinated efforts

from all the governments of the region.

The only problems that American officials have with
East Asian integration in its current form are practical in
nature. Americans are impatient with process and dialogue.
They want results. They see challenges in Asia that Asian
governments are not addressing effectively. American
officials therefore favor “functional” integration, that is,

specific initiatives that yield tangible achievements. They

believe that architectural structures should be streamlined

and rationalized according to what gaps they fill and what
value they add. (Many Asians agree with them.) At present
U.S. policy favors restoring APEC’s focus on economic and
business issues and reserving security issues for the East

Asian Summit.

From a business perspective, East Asian integration
means expanding markets and lower transaction costs. The
U.S. economy is recovering from the 2008-09 recession,
but consumer demand is still sluggish. The most promising
potential markets are in Asia. The East Asian integration
movement is putting pressure on governments to improve

the business climate. This is welcome.

Of growing interest to U.S. companies is the large
and expanding ASEAN market. ASEAN governments
have pledged to create a single economic community by
2015. No one believes that this goal will be achieved in its
entirety; governments are likely to insist on a substantial
number of loopholes and exceptions. Nevertheless, even a
partial and highly uneven single market has its attractions.
ASEAN has a population of approximately 600 million
people and a combined GDP of $1.8 trillion. If ASEAN
were a single country, it would be the 9th largest economy
in the world. In 2010, U.S. exports to ASEAN totaled $64
billion, while imports were $107 billion; given growing
consumer demand and relatively high rates of growth,
the potential for expanded U.S. investment and trade is

significant.

The TPP captures only a small proportion of U.S.
trade at present, but it has many attractions. It replaces
the stalled Doha Round and raises the standard of trade
agreements significantly. It includes twenty-first century
issues, ranging from investment, intellectual property
protection, and competition to labor standards and
environmental protection. Membership thus far is small
enough to be manageable. It is “open-door” regionalism,
meaning that any country that makes a commitment to
achieve its standards may join. Because it was a Singapore-
New Zealand initiative, it avoids being associated with
alleged U.S. “hegemony.” From a strategic perspective, it
reinforces the U.S. role as a “resident power” in the Asia
Pacific region. Last but by no means least, the TPP enjoys

bipartisan U.S. Congressional support.




Now that the Korea-U.S. Free Trade Agreement has
been ratified, it is quite possible that South Korea will join
the TPP. That step would put even greater pressure on
Japan to go beyond Prime Minister Noda’s commitment to
join exploratory talks and actually sign up. If that happens,
the Chinese government may redouble its accusations

EEINTS

of U.S. “encirclement,” “containment,” and “Cold War
mentality.” On the other hand, the TPP could serve as a
constructive stimulus to both China and non-TPP ASEAN

members to step up the pace of domestic economic reform

2. Does the Obama administration’s “strategic
pivot” toward Asia represent a durable, long-term
shift in policy?

Some elements of U.S. policy toward Asia are long-
standing, such as commitment to stability in the Taiwan
Strait and on the Korean peninsula and freedom of
navigation. Similarly, U.S. policy toward regional and sub-
regional integration in East Asia has deep roots in postwar
foreign policy, when Washington faced the prospect that
the United States would be excluded from the European
Common Market and subsequent forms of European
integration. Ever since then, U.S. policy toward regionalism
in Europe and in other parts of the world has generally
reflected the judgment that regional integration is consistent
with national, regional, and global U.S. interests, with or
without U.S. participation, provided that it meets certain

conditions.

In the U.S. view, organizations that promote
regional integration should be (1) adopted by reasonably
representative governments and not imposed by force or
pressure (as the Soviet Union did with COMECON), (2)
in conformity with international norms and rules, (3) not
designed to undermine global and regional institutions
of which the United States is a member, such as the
International Monetary Fund and APEC, (4) neither overtly
anti-American nor intended as an alternative to security
ties with the United States, (5) not intended to drive a
wedge between the United States and a major ally (in the
case of East Asia, this would be Japan), and (6) consistent
with sound economic policies, supportive of trade and
investment, and accompanied by compensation for lost U.S.

exports, if any.

Critics of U.S. behavior may respond that the United
States opposed an effort by former Malaysian prime
minister Mahathir in 1990 to organize an “East Asian
Economic Group” (later “Caucus”). But Dr. Mahathir’s
initiative raised concerns about criteria (4) and (5), whereas
the current East Asian integration movement appears to
satisfy all of the relevant criteria. ASEAN leaders have
repeatedly expressed their support for trans-Pacific and
global institutions, and most of them have reaffirmed their
support for the U.S. presence and strengthened ties with the
United States.

So what is new? It was not entirely fair for Secretary
Clinton to say to Asians, “We’re back!”, since U.S. forces
had remained steadfast throughout the Bush administration.
Nevertheless, there are some marked differences between
the George W. Bush and Obama administrations. First,
the Bush administration was relatively indifferent to
multilateral mechanisms in the Asia Pacific region and
did not consistently send high-level representatives to
important regional meetings. Second, Bush-era officials
viewed the East Asian integration movement in a positive
light but tended to dismiss it as a “talk shop,” weighed
down by unproductive meetings that produced grandiose
communiqués but little tangible progress. President
Bush’s main priorities were anti-terrorism, the promotion
of freedom and democracy, and the wars in Iraq and
Afghanistan. Only at the end of the Bush administration
did the United States support creating the position of U.S.
ambassador to ASEAN, and by the time the president
left office the process had not been completed. Other

opportunities were left hanging.

The Obama administration seized on these other
opportunities. The president signed ASEAN’s Treaty of
Amity and Cooperation, a prerequisite for joining the
East Asia Summit, and appointed a U.S. ambassador to
ASEAN. Secretary Clinton’s first official trip was to Asia.
The Office of the U.S. Trade Representative concluded a
“framework” trade and investment agreement with ASEAN
as a whole. President Obama participated in U.S.-ASEAN
summits, and Secretary Clinton made numerous trips to
the region. Both Secretary Clinton and Secretary Gates
stressed the vital U.S. interests at stake in the Asia Pacific.

On the military side, the Defense Department strengthened

military-to-military ties with several countries in the region.
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During the president’s visit to Australia, both governments
announced the rotational deployment of more U.S. marines
in Darwin. Although this deployment is not directed at
China (which is thousands of miles away), it reinforces the
image of the United States as a durable and reliable Pacific
power. China’s recent behavior in the region, including its
vast territorial claims in the East and South China Seas,
has rattled the nerves of many Asian governments. While
emphasizing the “non-zero-sum” nature of competition
with China, Washington has underscored the strength and

importance of its multiple alliances.

Equally important, the speeches and statements
issued in connection with the president’s trip to Hawaii
for the APEC summit and to Asia for both the U.S.-
ASEAN summit and the East Asia Summit set forth a clear
economic, security, and political strategy and rationale for
renewed engagement with the region. It is abundantly clear
that the president is personally committed to the region and
to the “strategic pivot.” Along with the budget and trade
deficits, he inherited the wars in Iraq and Afghanistan.
He has already pulled back most troops from Iraq and
undoubtedly looks forward to reducing and/or eliminating
U.S. military involvement in Afghanistan. Both his
childhood experiences in Indonesia and his vision of what’s

best for America point to closer engagement with Asia.

Naturally, politics play a role. Campaigning has already
begun for the November 2012 U.S. presidential election.
Although foreign media seize upon candidates’ comments
related to their respective countries, the campaign issues

are overwhelmingly domestic. For the Democrats, it’s the

high level of unemployment; for the Republicans, it’s the
budget deficit and debt; for both parties, it’s taxes. Like
Japan, the United States has run out of major policy tools
to stimulate economic growth. Given the present state
of the U.S. economy, East Asia has acquired more than
the usual political significance, because to the extent that
President Obama can increase exports and thereby reduce

unemployment, he will be in a stronger political position.

Concluding Comments

Although American attitudes are often contradictory, at
this point in time the answers to the questions posed at the
beginning of this article are unusually clear and consistent.
To summarize:

(1) Both the U.S. government and (with few exceptions)
the U.S. business community support East Asian
integration. But in order to avoid being excluded from
Asian markets, they are simultaneously committed
to parallel efforts to liberalize and facilitate trade and
investment across the Pacific via the TPP and APEC.

(2) The Obama administration’s strategic tilt towards East
Asia makes sense for many reasons. It corresponds to
both commercial opportunities and pressing domestic
economic imperatives that will take years to resolve. It
strengthens ties with key allies and friends. It reaffirms
America’s strategic presence in light of a resurgent
China, whose future evolution is unknown. Initiatives
designed to satisfy these motivations, including the
Trans-Pacific Partnership (TPP), enjoy bipartisan
support in the Congress and are likely to continue even
if the White House changes hands.

i National Security Adviser Tom Donilon, “America is back in the
pacific and will uphold the rules,” Financial Times, November 27,
2011.

ii For further analysis, see Ellen L. Frost, 4sia’s New Regionalism
(Boulder, CO: Lynne Rienner Publishers; Singapore: National

University of Singapore Press, 2008).
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