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EXECUTIVE SUMMARY

1. This report discusses probable developments in Pacific Asia (i.e. East
and Southeast Asia) over the next 20 years. Since it is impossible to pre-
dict the region’s level of economic growth or degree of political stabil-
ity, the report is built around four scenarios: high growth and political
stability; high growth and political instability; economic stagnation and
political stability; economic stagnation and political instability.

2. The momentum in the region is presently so strong that rapid eco-
nomic growth wiil probably continue for another decade. Growth may
well be highest in some of the poor and middle-income countries: Chi-
na, Indonesia, Vietnam and, possibly, Burma.

At some point before 2015, we shall probably see a general slowdown
in economic growth. From every point of view it is imperative that it
comes gradually, and not in the form of a sudden, regional recession.

3. The two most populous states in the region, China and Indonesia. are
prone to face succession struggles after Deng Xiaoping and Suharto.
Rapid social change, urbanisation, rising levels of education, growing
regional disparities and widespread corruption can lead to serious polit-
ical conflicts in several other states as well. We may therefore see radi-
cal political change, or even military conflict. The most vulnerable
regime is North Korea. We find it reasonable to assume that the other
regimes in the region, both democratic and authoritarian, will survive
for at least another five-year period without serious political instability.

4. High growth will imply a severe strain on the natural environment
through industrial pollution, large-scale construction of physical infra-
structure and massive urbanisation. High growth will furthermore en-
gender conflicts over the supply of energy and other natural resources,
both within and between nations. If high growth continues throughout
the period, it can spread Western consumption patterns to an extent that
the global environment cannot possibly sustain. This may plunge the
world into several major crises: degradation of land. water and air pol-
lution, and global warming.

But high growth will also provide some of the means for protecting and
regenerating the local environment, and for sound resource manage-
ment. It is essential to reduce to a minimum the lead time from the first
phase of environmentally irresponsible growth to the next phase of en-
vironmental regulation and planning, and to institute a global regime of
negotiations over “pollution quotas”. Priority should be given to sup-
porting environmental NGOs, prohibiting exports of highly polluting
machinery, and funding Asian-European research cooperation in devel-
oping environmental technology and alternative lifestyles.

5. Pacific Asia will, in the next 20 years, have three kinds of poverty:
remaining rural poverty in backward areas: ‘shantytown poverty’ in ur-
ban agglomerations; modern types of poverty in the new cities. High
economic growth will generate the means. but not necessarily the will,
to implement policies of poverty alleviation and poverty reduction. This
will invoive making inexpensive credits available to poor segments of
the population, including female-led households. The implementation
of such policies will be essential for creating home markets to sustain
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‘So far, it is mainly East
Asians that are experiencing
the fruits of the cultural
fusion of East and West,
while North Americans and
Australians are being drawn
to the region by sheer
economic logic. But the
explosion of contacts must
eventually lead to a two-way
process of cultural osmosis.
That day is coming. An even
more intriguing prospect is
the possibility of Europe and
East Asia coming together in
a new spirit. It is conceivable
that the three new centers of
global power - Europe,
North America, and East
Asia - will come together in
cooperative arrangements in
the 215t century. But each
will have to make significant
adjustments to get there’'

(Mahbubani 1995: 111)

continued growth, and also for obtaining social and political stability.

6. Pacific Asia is today the main testing ground for the hypothesis that
economic development leads to democratisation. The survival of au-
thoritarian regimes in Indonesia and China, and semi-authoritarian
leadership styles in the newly prosperous Malaysia and Singapore tend
to falsify the hypothesis. If Indonesia, China, Singapore and Malaysia
move 1n the direction of strcnger civil societies, free and fair elections
and respect for basic human rights, then the hypothesis will tend to be
confirmed, and democracy may become a universal norm. If they, and
other regional states, remain authoritarian developmental states, then

this may create an alternative political model with a potential for attract-
ing support all over the world.

7. If economic growth continues and the main regional states persist in
building up their military forces, without building confident relations
between themselves, then there is a considerable danger of a major war.
The most dangerous factors are: the unstable situation in the Korean pe-
ninsula; the Taiwanese question; the conflict in the South China Sea;
the historical antagonism between China and Japan; the urge within the
region to rid itself of US military presence.

A war 1s unlikely to break out as long as the United States is seen as the
paramount military power in the region. This means that we shall prob-
ably have another decade of relative peace and recurrent crises which
can either be used to establish a system of alliances and pervasive ani-
mosities, or to build a comprehensive regional security framework.

8. If Pacific Asia continues to grow rapidly over the next 20 years, the
region will be sufficiently powerful to challenge what is called ‘the
Western model’. Such a challenge may be met in three different ways:
(1) a negative defense of Western Values; (2) a movement to reform the
West by learning the lessons of the East; or (3) an attempt to institute a

global society undercutting artificial borderlines between East and
West.

The Nordic countries and the European Union can make significant
contributions to ensure that the third road is taken by radically upgrad-
ing their cooperation with the countries of Pacific Asia. The Asia-Eu-

rope Meeting (ASEM) in Bangkok on 1-2 March 1996 was a promising
beginning.

(4114



Chapter One
TRENDS 1965-1995

Geographically, culturally and economically we can divide the coun-
tries of Pacific Asia into two broad groups. The first major group con-
sists of the East Asian countries which contest a cultural heritage with
its source in ancient China. Japan. the two Koreas and Taiwan are deep-
ly influenced by Chinese Confucianism. This philosophy, which has
also influenced the Southeast Asian country Vietnam, stresses the val-
ues of education, filial piety, and obedience to authority. Traditionally,
East Asian cultures have been characterised by patriarchal family sys-
tems emphasising a male line of descent, prescribing a household sys-
tem where at least two generations of men live together with their wives
and children. In this system, young women have little autonomy or
power, whereas the wife of the senior male may rise to a position of con-
trolling other female members of the household, and managing its prac-
tical affairs.

In spite of these basic similarities there is no such thing as a common
East Asian identity. Japan, China, Korea (and Vietnam) remain separate
nations, and sharp differences in economic and political systems divide
the two Koreas. A similar difference separates Taiwan from mainland
China. South Korea, Taiwan and Hong Kong, which together with Sin-
gapore are referred to as the Four Dragons - are highly successful newly
industrialised economies (NIEs) with dynamic export sectors. Like Ja-
pan, they have capitalist economies based on the principles of private
ownership and market competition. By contrast, the People’s Republic
of China (PRC) has mainly relied on a planned economy, and is an au-
thoritarian regime which does not tolerate political opposition or dis-

sent. North Korea is probably the most sealed off, militarised and
restrictive state in the world today.

Over the last two decades the PRC has undergone significant economic
reforms in the direction of a market economy. In the course of these re-
forms, agricultural productivity has risen significantly, rural industry
has expanded at a brisk pace, and foreign trade has increased tremen-
dously. This process has particularly affected China’s coastal regions,
but inland provinces are eagerly trying to follow suit. In fact, a chainre-
action of efforts to move in the direction of a market-oriented economy
now seems to be in motion across sectors and regions.

China consists of three macro-regions which are at very different stages
of economic development: the mainly poor western interior, the more
developed central provinces, and a string of highly developed zones
along the coast, interspersed by more backward coastal highlands.There
are vast differences between these regions in degree of industrialisation,
infrastructural development, trade opportunities. and capability of at-
tracting foreign investment. It should also be noted that since the early
1980s, coastal provinces like Guangdong and Fujian - not to mention
the special economic zones which have been established in some coast-
al areas - have benefited from preferential economic policies, and have
been allowed to experiment more radically with marker reforms than
other parts of China. Provinces in the inland re gions, however - such as

No common
identity

Three Chinese
regions
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Southeast Asian
diversity

Sichuan, Xinjiang and Gansu - were for a long time prevented by the
central government from enjoying similar opportunities, both for eco-
nomic and political reasons. This did not change until the early 1990s.
The economic backwardness of most areas in these provinces is thus not
only due to their geographic location, but also to decisions taken by the
government in Beijing. This has caused serious strains in relations be-
tween inland and coastal provinces, as weil as in relations between the
inland provinces and the central governm: znt (Cannon and Zhang 1994).
The inclusion of Hong Kong in the PRC in 1997 and of Portuguese Ma-
cao in 1999 may further enhance the economic dynamism of the Chi-
nese coastal regions.

The second major group of countries is found in Southeast Asia. The
population here is smaller, and more heterogeneous. Historically South-
east Asia has been a crossroads of Indian, Chinese, Arabic and Western
influences. Thus, Malaysia, Indonesia and Brunei are predominantly Is-
lamic, whereas Thailand, Burma, Laos and Cambodia are Theravada
Buddbhist, the Philippines Christian, and Vietnam has a Sinic melange
of Mahayana Buddhism, Confucianism, Daoism and ancestor worship.
As a result of several historical waves of immigration, there are also
huge Chinese and Indian minorities in Thailand, Malaysia, Indonesia
and the Philippines. Singapore has a Chinese majority population. Fam-
ily systems in the main Southeast Asian cultures tend to give equal em-
phasis to male and female lines of descent, or to emphasise female lines.
They also tend to emphasise the conjugal unit more strongly than the re-
lationship between father and son. Although women in Southeast Asia
have not enjoyed equality with men, it is generally recognised that they
have been much less oppressed than women in East and South Asia.

The Southeast Asian countries vary in economic development. Singa-
pore is clearly in the lead, but Thailand and Malaysia have also been
successful in their efforts to develop a modern economy, and the most
populous of the Southeast Asian states, Indonesia, is rapidly following
suit. All of these states aspire to a status as NIEs. By contrast, the Phil-
ippines and Burma (the two countries which in the early sixties were
considered to have the best potential in the region) have been mired in
economic stagnation. Burma, Vietnam, Laos and Cambodia are still
among the poorest countries in the world. All four states, however, have
in recent years opened up their economies and have implemented dras-
tic economic reforms. The aim is to attract foreign direct investments
(FDI) in a quest for export-oriented growth. So far, Vietnam has been
the most successful of the four.

In terms of size, Southeast Asia ranges from a tiny city-state specialis-
ing in services and high-tech manufacturing (Singapore) and a small en-
clave almost entirely dependent on returns from oil and gas (Brunei),
through small and overwhelmingly rural countries (Laos, Cambodia),
larger agricultural and manufacturing economies (Thailand, Philip-
pines), to a diverse archipelagic nation with the fourth largest popula-
tion in the world (Indonesia). Ranked by per capita GDP, they run from
the wealthy to the extremely poor, with some growing fast and others
only slowly. These differences are perhaps not any more dramatic than
they are between the Chinese macro-regions, but since Southeast Asia
is separated in a number of states, each with its own national figures in
the country-based statistics of publications like the World Development
Report, Southeast Asia’s differences are more immediately recognised
than the ‘internal’ ones of the enormous China. Although all Southeast
Asian economies are now more or less open to foreign investment, they
differ greatly in the extent to which their domestic markets are subjected
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to government intervention. If recent agreements are respected, trade
barriers between the states are now going to be significantly reduced.
Multilateral negotiations within APEC (Asia-Pacific Economic Coop-
eration) and ASEAN (Association of Southeast Asian N: ations) have re-
sulted in road maps for the creation of free trade areas, The most far-
reaching arrangement is the recent creation of an ASEAN Free Trade
Area (AFTA).

States and Violence

In terms of political regime types, Pacific Asia is also highly diverse,
but a common theme in the post-colonial era has been the effort to build
strong, efficient and stable governments with vastly expanded bureauc-
racies. The double purpose has been to protect national sovereignty
from foreign interference, and to secure the state’s monopoly on domes-
tic violence. National armies have fought drawn-out ‘village wars’
against rural-based insurgencies, struggles which in ideological terms
have often been associated with the Cold War. Thus the United States,
China and the Soviet Union have been deeply involved in regional wars,
besides those in Korea and Vietnam.

Pacific Asia’s history in the 20th century has been violent indeed, both
domestically and internationally. World War II and the civil wars in
China, Korea, Vietnam and Cambodia have left their mark on the mem-
ories of those countries’ populations. Regional movements demanding
autonomy have been brutally suppressed in Tibet, East Timor, and
many parts of Burma and the Philippines. Territorial disputes have been
the rule rather than the exception durin g most of the post-World War II
period. Since the end of the Cold War, the region has been remarkably
peaceful, with each state commanding a much higher degree of capacity
for internal control than hitherto. But it remains to be seen what will
happen if the economy takes a downward turn. The ethnic composition
of some Asian states has been a constant matter of concern, but most
states in Pacific Asia have avoided ethnic conflicts of a magnitude sim-
ilar to those of South and Central Asia, and parts of Africa and Europe.
Occasionally, however, ethnic tensions have coincided with larger po-
litical conflicts, and burst into violence with large number of casualties
and deaths. This was the case when large-scale massacres occurred in
Indonesia in 1965 and in Cambodia 1975-78. Malaysia also had an out-
burst of ethnic violence in 1969. Such events have left deep feelings of
hostility and apprehension behind them. There are still ongoing armed
ethnic conflicts in Burma, East Timor and in the southern parts of the
Philippines, and strong tension between Tibetans and Chinese occupa-
tion authorities in Tibet.

The drive for modernisation in Pacific Asia has been characterised by
widespread corruption, attempts to control the media, suppression of
autonomous labour unions, and widespread use of child labour. Al-
though stabilisation of political institutions certainly has been one of the
comerstones for economic progress, there is still ample basis for re-
newed social and political turmoil. Such conflicts may arise from scar-
city of land, growing gaps between the standard of living in rural and
urban areas, low wages, harsh labour regimes, disrespect for human
rights, and the prevalence of authoritarian forms of government.

Since the mid-1950s, the would-be NIEs of Pacific Asia followed the
Japanese example and went through a process of rural reform, social
transformation and rapid industrial growth. N otably in South Korea and

The post - Cold War
peace
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Taiwan, this came as the result of a conscious strategy of state-managed
export-oriented growth, within the context of a global market economy.
Their transition from agricultural to industrial societies was character-
ised by a far more accelerated pace than had been the case in Europe,
North America and even Japan. Moreover, several transformation proc-
esses - such as very rapid population growth, swift urbanisation, and ex-
tensive industrialisation of both rural and urban areas, took place
simultaneously.

The Demographic Transition

The demographic transition has been remarkable in many parts of Pa-
cific Asia. As a consequence of higher living standards and improved
health-care arrangements, mortality rates have declined steadily over
the last two decades, and are now stabilising at a low level. In Japan,
Hong Kong and Singapore the mortality rate is increasing slightly due
to an ageing population. The population growth rate has been in a steady
decline since the 1960s due to rapidly declining birth rates. The post-
war era therefore stands out as a unique period of rapid population
growth in East and Southeast Asia. In the second half of the 20th centu-

ry, every national population in the region has doubled in size, and in
some countries it has even tripled.

Table 1.1: Popuiation in Pacific Asia 1960-1995,

and Prospect for 2015
Population Population  Births per Prospect
1960  mid-1995 woman 2015
(million) (million) 1995 (million)
China 658 1199 1.9 1392
Indonesia 96 193 2.8 243
Japan 94 125 15 127
Vietnam and VI cinam o Uk 51 104
the Philippines will Phﬂlmees 28 69 4.1 101
pass 100 million Thailand 26 60 22 75
South Korea 25 45 1.6 51
Burma 22 47 3.6 65
North Korea 11 24 24 31
Taiwan 11 21 1.8 24
Malaysia 8 20 33 27
Cambodia 5 10 5.8 14
Hong Kong 3 6 i 6
Laos 2 5 6.0 8
Singapore 1.6 3 1.8 4
Macau 0.2 0.4 1.6 0.5
Brunei 0.1 0.3 3.1 0.4

Source: Human Development Report 1995: 186, 208. Bos et al. 1994, NIAS 1996

Even though declining birth-rates are now pervasive in Pacific Asia, a
significant sub-regional variation can be observed. Laos. Cambodia, the
Philippines, Vietnam and Burma are the countries which still have fairly
high birth-rates. These are also the poorest countries in the region, both
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in terms of annual GDP and GDP per capita. Laos is the only country
which still remains in the early stages of the demo graphic transition, but
it should also be noted that larger countries such as China and Indonesia
have considerable regional variation. Government intervention, in
terms of population control programmes, has led to declining birth-
rates, especially in China. Singapore and the Philippines, on the other
hand, have adopted pro-natalist policies, with slower fertility declines
as a result. Japan, South Korea, Taiwan and Singapore all registered
very low birth-rates in the 1990s, due to high levels of economic devel-
opment, and of course because of steadily higher levels of education
and labour force participation among women.

Figure 1.1: Demographic Transition in Pacific Asia 1970-93
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Source: World Development Report 1995. NIAS 1996

The demographic transition also involves radical changes in the number
of people belonging to different age groups (Table 1.2). Before the tran-
sition there is a balance between high fertility and mortality rates. Then
there is a decrease in infant mortality, but not initially in the number of
births, creating a significant increase in the share of young people in the
population. This situation may last a long time if the general welfare
does not increase sufficiently to cause a radical decline in fertility. Once
fertility has declined, the population starts to ‘age’, but it takes a long
time before the share of elderly people reaches the proportion it now has
in Europe and North America.

We may divide the Asian countries into four categories as far as the rel-
ative strength of age groups are concerned. The oniy obvious member
of the first category is Japan. In the next 20 years it will have to face a
serious problem of ‘ageing’. This may lead to economic inflexibility,
and will at any rate burden both state funds and company funds with

With welfare,
the birth rate
declines towards
the death rate

Wy
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steadily expanding outlays for old-age security, pensions, and medical
expenses. This is expected to reduce the competitiveness of the Japa-
nese economy. In the sceond category we find Singapore, South Korea
and China. Singapore and Korea may arrive at a situation similar to that
of Japan within the next 10-15 years. Due to the one-child policy we
must also include China in the second category, despite the fact that it
remains far less developed economically. With young people represent-
ing 27% of the population there is still some hope of generating the rev-
enues needed by the elderly, but this presupposes that the young are able
to find employment. In the future, large numbers of people will move
into the old-age group while younger generations will become smaller.
It is difficult to gauge the full implications of the ageing of China’s
enormous population at a fairly early stage of economic development.

Table 1.2: Percentage of Population in Different Age Groups, 1995

< 15 yrs 15-65 yrs > 65 yrs

Japan 17 69 14
Singapore 23 71 6
South Korea 23 T8 6
China 27 67 6

North Korea 29 66 5
Thailand 29 66 5
Indonesia 33 62 5
Vietnam 37 58 5
Burma 37 59 4
Malaysia 38 58 4
Philippines 39 58 3
Cambodia 42 A5 3
Laos 45 52 3

Source: World Resources 1994-95: 270. NIAS 1996

In the third category we find Thailand and Indonesia, with the bulk of
their populations in the most active age and with great numbers of
Huge labour force young people waiting to take over their jobs. Their situation is relatively
in Thailand favourable, except perhaps if unemployment becomes a serious prob-
aimd Tl oemesios lem. Vietnam and North Korea are the odd men out in this category with
a relatively high proportion of elderly people in view of their low level
of economic development. Vietnam is in the midst of economic restruc-
turing and will have great difficulties in caring for the old. North Korea

has not even started to reform its economy.

In the last category of very young populations it is no surprise to find
the poor countries Burma, Cambodia and Laos. It may be more surpris-
ing to find the Philippines here, but the greatest surprise is that the cat-
~.but shortage egory also includes Malaysia, where there already is a serious shortage
of labour of labour. If Malaysia’s growth continues, its many young people will
in Malaysia have no difficulty in finding jobs and will not find it hard to finance the
limited number of elderly people. With a vigourous educational policy
and an effort to distribute the country’s resources more equitably, the

future of Malaysia should be bright.

One much debated consequence of China’s programme of population
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control has been an abnormally high ratio of boys at birth. This has been
noted in several surveys since the late 1970s. Between 175.000 and
587.000 girls in China were ‘missing’ from the statistics each year be-
tween 1980 and 1987 (Johansson and Nygren 1991; Croll 1995: 114-
117). This tendency may have vast implications for demographic devel-
opments during the next couple of decades. UNDP has reported 100
million females ‘missing’ in North Africa and Asia, half of them in Chi-
na (Human Development Report 1995: 35). This can partly be ascribed
to non-registration of female children in order to circumvent the one-
child policy, but it has also provoked a heated debate about female in-
fanticide. For future demographic developments it may be even more
important that techniques for deciding the sex of a foetus at an early
stage of pregnancy now seem to be widely used as basis for deciding
whether or not to have an abortion. This may further aggravate the al-
ready significant over-representation of male children in Fast- and
South- (but probably not Southeast) Asia. A survey made in the 1970s
showed that 67% of Korean women preferred having a boy, whereas In-
donesian, Malaysian and Philippine women wanted girls as often as
boys (Oppenheim Mason 1995: 17).

The strong preference for boys in Confucian societies is in itself an ex-
pression of marked inequality between the sexes. It puts baby girls’ life
atrisk, and it is often made clear to young girls that they ought to have
been boys. Ironically, a potential consequence of persistent male-pref-
erence may be a strengthening of the freedom of choice and independ-
ence of adult women. They will, for one thing, find it easier to find a
husband. Divorce will also be a less problematic option than before, and
young women will without much risk be able to delay marriage until
they have completed their education. The proposition has been made,
however, that a society with an over-representation of young, unmarried
males will tend to become more violent, and that trafficking in women
may become more common. Adult males will at any rate continue to
have a higher mortality rate than women (the only countries in Asia
where this is not the case are Bangla Desh and Nepal). Thus, the gender
balance is likely to be rectified when the youn g of today reach their six-
ties. Surviving, unmarried men (if they have not emigrated) should then
be able to find themselves a widow.

In addition to school enrolment ratios, a good indicator of women’s
standing in society is their age at marriage. It has risen substantially
over the last decades, so much so in the richest countries that govern-
ments have started to worry about the reproduction of their populations.
In 1990, around 80% of all 20-25 year-old women in Taiwan, Singa-
pore, South Korea, Hong Kong and Japan remained unmarried, whereas
76% of all Indian women in the same age group were married (in Nepal
87%). China is placed in between with 59% married, and here the age

at marriage fell quite significantly from 1980 to 1990 (Oppenheim Ma-
son 1995: 14-15).

The message of Figure 1.2 is that Pacific Asian women are improving
their lot, and that they are likely to continue to do so if economic devel.
opment persists. Women certainly continue to work more hours than
men, and much of their work remains unpaid, unreco gnised and under-
valued (Human Development Report 1995: chapter 4). Despite such in-
justices, however, there is no denying that Pacific Asian women on the
whole are both better off now than they were twenty years ago, and bet-
ter off than their South Asian contemporaries. The table aiso shows that
age at marriage does not reflect the difference in attitude to women of
East and Southeast Asian societies, but rather corresponds to each coun-

Missing girls
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try’s degree of economic development. The downward trend in China
in the 1980s is intriguing, however. It seems to indicate that campaigns
against early marriage did have an effect in the 1970s, but that the more
mobile and less regulated society of the 1980s, in spite of the one-child
policy, allowed marriage patterns to slip back into past practices. To
some extent this may be explained by the unbalanced sex ratio among
young people: To be sure of getting married, rural men in their twenties
seek out younger women.

Figure 1.2: Mean Age of Women at Marriage, 1960-90
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Source: Oppenheim Mason 1995: 15. Human Development Report 1995: Table A2.5
(the Burmese and Cambodian figures for 1990 from UNDP 1994). The criteria used
in the Human Development Report are probably somewhat different from those of

Oppenheim Mason. No data are available for North Korea and Laos. NIAS 1996

Prior to the United Nations Women’s Conference in Beijing in 1995,
the UNDP published a gender development index (GDI) of 130 coun-
tries, where Sweden 1is ranked as number 1. The Pacific Asian states
were ranked as follows: Japan 8, Hong Kong 17, Singapore 28, Thai-
land 33, South Korea 37, Malaysia 38, Philippines 64, Indonesia 68,
China 71, Vietnam 74, Burma 94, and Laos 96. There is still a long way
down to number 130, the war-torn Afghanistan (Human Development
Report 1995).

Women’s Education

Female literacy, the level of women’s education, and the ratio of female
to male enrollment in primary, secondary and tertiary educational insti-
tutions is perhaps the best and most reliable measure of women’s status
in society. Salaried work is not always a way to freedom, but can be ex-
ploitative to the extent of disempowering women who would normally
have enjoyed a respected status in the household. To be educated, how-
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ever, is rarely a disadvantage. It provides the means and skills by which
women can promote their interests and status wherever they work and
live. Female education is also a key to lower fertility since educated
women generally tend to have fewer children.

In recent decades, there has been considerable improvement both in
East and Southeast Asia as far as female education is concerned. Wom-
en stand a much better chance of being educated in Pacific Asia than
they do in South Asia. In Pacific Asia there is now almost equal access
to primary education. China has a female to male enrollment ratio of
only 0.86, but this is far higher than any South Asian country, except Sri
Lanka. Differences between Pacific Asian countries remain, but in all
NIEs women have a much greater share in education than previously. In
addition, the one capitalist country in Southeast Asia which has not per-
formed so well economically, the Philippines, has a tradition of empha-
sising women'’s education. That traditional attitudes still prevail in East
Asia can be seen from the low level of female enrollment in tertiary ed-
ucation, but Table 1.3 should provide some hope for the empowerment
of women in the period up to 2015.

Table 1.3: Female/Male Enrolment Ratio in Secondary and
Tertiary Education (Female in Percent of Male), 1960-90

1960 1970 1980 1990
S€C. fer. sec. ter. sec. ter. sec. ter.
—— Women in
Phxhppuu?s 84 104 nd 125 114 113 103 113 the Philippines
Malaysia | 51 30 69 42 91 63 102 85 receive

Singaporc 64 65 91 43 100 64 101 86 more education
Japan | 91 25 98 39 o8 49 97 54 than men
Hong Kong 65 67 72 42 97 35 97 54
South Korea 34 20 61 32 83 32 91 47
Vietnam 95 39
Burma 90 121
Thailand 59 43 72 72  nd 67 88 86
Taiwan | 52 30 nd nd nd nd nd n.d
Indonesia | 47 33 52 34 68 45 81 47
China| nd nd 64 48 65 30 73 49
Laos 63 50
Source: Oppenheim Mason 1995. The figures have been put together from tables 3

and 4 in that report, and from Human Development Report 1995: A1.1. These tables
are not entirely compatible, probably due to different sources. NIAS 1996

It should be emphasised that table 1.3 only shows the enrollment ratios
between women and men, and does not reveal the proportion of women
who actually receive an education. According to Chinese official statis-
tics 42% of all Chinese girls are enroiled in secondary education, but
only 1.1% in tertiary education (Human Development Report 1994:
144). It is unclear whether women’s education in socialist countries has
improved as much recently as in capitalist ones. In the carly stages of
socialist reform, communist regimes placed a great emphasis on female
education. Through conscious, ideologically motivated policies wom-
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‘Reverse
development’
in Burma

en’s standing was improved to a degree that did not ‘correspond’ with
each country’s level of economic development. The high score of Viet-
nam in the table above is a result of such efforts. Vietnam has a much
higher level of female literacy than that of other low-income countries.

Market-oriented reforms in China, Vietnam and Laos during the 1980s
and 1990s are often said to have entailed, at least initially, a lowering of
the standard of education because lowly paid teachers sought alternative
or supplementary work. If the Chinese statistics are reliable, however,
there has been an improvement in female enrolment ratios in the PRC
during the 1980s, especially after 1985 (Croll 1995: 132-133). It was
mainly in the 1970s, in the aftermath of the Cultural Revolution, that the
ratio of female students went down. Girls’ school enrolment is likely to
improve in the years ahead both in China and elsewhere, when states get
stronger fiscal means to fund and improve their public services. It is of
utmost importance for the future of Pacific Asia that the socialist states
continue their policy of emphasising female education. In this regard,
the new Chinese Women’s Law, which was adopted in 1992, may in the
future be seen as a huge step forward. It formalised, for the first time in
Chinese history, a number of women'’s rights, including ‘equal rights

with men with respect to culture and education’ (Croll 1995: 142-144,
184-192).

Employment

As has always (so far) been the case for economies going through a
process of modernisation, the initial phase has been characterised by a
decline in the share of the workforce engaged in agriculture while in-
dustrial employment has soared, often with men and women employed
in different sectors. In a second phase, which has been reached only by
Japan, South Korea, Taiwan, Hong Kong and Singapore, industrial em-
ployment has stagnated or fallen while agricultural employment contin-
ues to fall, and services take over as the expanding sector. These
structural changes have had a great impact on gender and generational

relations, the size of households, their purchasing power and style of
living.

This process has proceeded differently in the various countries of the re-
gion. In China, Thailand, Indonesia and the three Indochinese countries
the share of agriculture has only declined moderately, from around 80%
in 1965 to around 70% in the early 1990s. (Burma has actually had an
opposite trend of ‘reverse development’ with a huge increase in the
share of the primary sector and a decrease in industry and services). The
most rapid transformation has been the industrialisation of South Korea,
where the primary sector’s share of the workforce decreased from 55%
to 17% between 1965 and 1992. In the same period, agricultural em-
ployment has continued to decline dramatically in Taiwan and Japan.

The share of industrial employment has grown steadily during the past
twenty years, but there is still much variation between different states in
the region. The industrial work-force in Cambodia, Laos and Burma
was still as low as 7-9% in 1992; these economies have remained basi-
cally rural in their employment structure since the 1960s. In Thailand,
however, the industrial sector has expanded from 5 to 11% over the
years, while in Indonesia, the Philippines and China, the industry now
employs some 14-16% of the work-force. Korea, Hong Kong, Taiwan
and Singapore have most probably reached their peak of industrial em-
ployment, and in Japan there has already been a decline in industrial
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employment (Koppel 1996).

A very important development with regard to urban industrialisation
has been the growth of the ‘informal economy’ (mostly temporary jobs
in the service sector). According to the World Bank and the ILO, the
size of the informal sector can be expected to shrink again once a coun-
try has reached a higher stage of development. The informal sector has
grown for several decades in Asia, should reach a peak in the mid-1990s
and - if developments follow the European, North American and Japa-
nese pattern - then decline in relative terms (ILO 1995).

Figure 1.3: Structural Transition in Pacific Asia, 1955-2015
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Another more traditional ‘informal economy’ consists of work being
done by females in the household. In virtually all societies, women
work far more than men in the household, but most of this work is not
paid or registered statistically as ‘economic activity’. Men in all socie-
ties tend to be more ‘economically active’ outside the household than
women. This creates a statistical gap which may be used as a measure
of male/female economic activity, but it is not necessarily an adequate
measure of female status since new kinds of employment can be asso-
ciated with at least as much repression as the earlier ones.

The transition from agriculture to industry and services is normally ac-
companied by a separation between household and workplace. This
may have both positive and negative effects on gender relations. As
pointed out by the project Development Alternatives with Women for a
New Era (DAWN), strategies designed to achieve overall economic
growth and to increase agricultural and industrial productivity may pro-
vide new economic opportunities for both men and women, but these
inidatives and changes often prove to be inimical to the status of wom-
en. Fundamental conflicts tend to arise between women’s individual

Services

Industry

Agriculture

Urban informal
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well-being and wider development concerns in society. Such conflicts
occur both because traditional gender relations oppress women, and be-
cause many long-term economic processes have been harmful to the in-
terests of the poor (Sen and Grown 1987).

In China, for instance, economic reforms have given young rural wom-
en the opportunity to migrate to the dynamic coastal areas, and to earn
their own living in national and foreign manufacturing enterprises.
These young females, however, are usually paid very low wages, and
since they are badly organised they cannot protect their interests vis-a-
vis the management. In the Chinese countryside, economic reforms
have resulted in massive migration to urban areas and a new division of
labour in agriculture. Men - young and old - and also younger women,
flock to the cities, leaving middle-aged women behind, with the main
responsibility for producing food, an activity which is still to a large ex-
tent based on manual labour (Rai and Zhang 1994).When hard physical
work is required, in times of bad weather or floodings, villagers often
lack the necessary manpower to overcome the crisis.

A serious problem with employment statistics is that various govern-
ments use different criteria both for the definition of employment and
adulthood, and that these criteria also vary over time. It is therefore not
easy to interpret the fact that the statistically registered female-to-male
ratio of the economically active adult population has not changed sig-
nificantly since 1970. In actual fact this ratio has only risen moderately
in favour of women, and national differences do not at all reflect levels
of economic development. In Thailand and the PRC a woman is almost
as likely to be registered as employed as a man, but in South Korea,
Hong Kong, Singapore, and also the Philippines, men are far more ‘eco-
nomically active’ than women (Oppenheim Mason 1995: 10. Human
Development Report 1995: Table A2.3). This is quite surprising in the
case of the Philippines, a country which is generally the region’s top
performer in terms of gender equality. One may wonder whether Phil-
ippine women working abroad are not registered. The very high female
employment rate in the socialist countries is probably due not only to
policies and economic realities, but also due to different statistical cri-

teria which includes female work in rural households in employment
data.

When China instituted economic reforms in 1979, the government for-
mulated its one-child policy. It may be debatable as to whether or not
this is the reason why China has had a much lower population growth
than India, but there is no doubt that the one-child policy has had a tre-
mendous social and psychological impact on the relationship between
men and women. It seems, however, that it has had opposite effects in
urban and rural areas. The relationship between urban couples has gen-
erally tended to become more equal, whereas in the countryside, male
dominance has adapted itself to the one-child policy. In spite of large-
scale changes in the lives of rural women in terms of education and em-
ployment, they remain in a subordinate position in relation to men, and
to a certain extent the economic reforms have aggravated the situation
of many women who now have to run their households single-handedly
since men have sought work elsewhere (Croll 1995: 127). In many rural
areas there is an overrepresentation of women and old people, while
young men flock to the towns in order to make money.

In the reform period the Chinese Communist Party has also changed its
attitude to gender. During the cultural revolution, party propaganda fre-
quently attacked the ideal of the ‘virtuous wife and good mother’ (xian-

12
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qi liangmu), which had come to China from Japan in the late 19th
century. Praise was reserved for the ‘strong woman’ (niigiangren) who
gave priority to serving the State and the Party. Even today there is
much admiration for the ‘strong woman’ who now tends to concentrate
on studies and professional work, but since the early eighties the ideal
of the ‘virtuous wife and good mother’ has also been revived (Milwertz
forthcoming). At the same time there has been a tendency for female
workers in the towns to be pushed out of the state sector into more poor-
ly paid jobs in the collective or private sector (Croll 1995: 122). In con-
clusion, it seems doubtful whether Chinese women - at least so far -
have been experiencing the same kind of improvements which have
characterised developments in Japan and the NIEs.

Urbanisation

The economic and occupational transformation of the region has oc-
curred in tandem with rapid urbanisation. Despite weak statistical data,
and problems of cross-national comparison, it is clear that Taiwan, the
Philippines, Malaysia and South Korea have been the most rapidly ur-
banising countries since 1960.

Table 1.4: Urbanisation in East and Southeast Asia, 1960-2000

Urban population as % of total
1960 mid-1995 2000
Laos PDR 8 10 25
Cambodia 10 12 24
Thailand 13 19 22
Vietnam 13 19 22
Burma 19 24 28
China 19 26 35
Indonesia 15 30 40
Philippines 30 49 59
Malaysia 27 51 57
Brunei 44 58 59
Taiwan n.d 60 n.d
North Korea 40 64 64
South Korea 28 74 86
Japan 63 i 78
Hong Kong 85 100 100
Singapore 100 100 100
Macau n.d 100 n.d

Sources: Foucher 1996. Human Development Report 1995: 185, 207.

n.d=no data NIAS 1996

Urbanisation has only just begun in Thailand, Indonesia, China and Vi-
etnam. We can safely predict that in these countries there will be a dra-
matic urbanisation process over the next 20 years. This will also apply
to Laos, Cambodia and Burma, if these countries take off economically.
In the case of China, the two decades between 1960 and 1980 were char-

Chinese attitudes
to gender
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industrialisation

acterised by the government’s success in preventing population growth
in urban areas through strong administrative controls. When these con-
trols eased in the 1980s, hyper-urbanisation started with the urban pop-
ulation increasing by 6% annually. By 1991, more than 25% of China’s
population lived in towns. This is considerably higher than the average
level of other low-income countries (Kojima 1995: 151).

Industrialisation and Economic Growth

The regularity by which this industrialisation has taken place in one
country after another is remarkable. Despite manifest geographical, cul-
tural and political differences, the countries in East and Southeast Asia
have proceeded towards economic growth in a way often described with
Japanese economist Akamatsu’s metaphor ‘flying geese’. Japan was in
the vanguard and provided other Asian countries with a powerful exam-
ple. The second generation of economies to take off comprised South
Korea, Taiwan, Hong Kong and Singapore. In the mid-1980s they were
followed by Malaysia and Thailand, parts of Indonesia, and the Special
Economic Zones of the Chinese coastal provinces Guangdong (border-
ing Hong Kong) and Fujian (across the strait from Taiwan). At the
present moment a fourth generation is emerging, consisting of Vietnam
and additional Chinese provinces such as Jiangsu and Zhejiang (north
and south of Shanghai), and Shandong (facing Korea across the Yellow
Sea). Laos, Cambodia and Burma are striving to enter the race, whereas
North Korea remains isolated.

Table 1.5: Economic Growth in Pacific Asia, 1960-95

Real GDP growth (%):
1960-70 1970-80 1980-90 1990-95
China, PRC 5.2 5.8 9.5 13.0
Malaysia 6.5 7.8 5.2 8.6
Thailand 8.4 T2 7.6 8.2
Singapore 8.8 8.5 6.4 8.1
South Korea 3.6 9.5 9.7 7:5
Indonesia 3.9 7.6 55 7.1
Taiwan, 9.2 9.7 7.1 6.8
Hong Kong 10.0 9.3 Tl 53
Philippines Il 6.3 0.9 2.2
Japan 10.9 5.0 4.1 1.3

Source: Wong 1995: 619. For 1990-95: Bank of America World Information Services

Country Data Forecasts. Sep. 1995. NIAS 1996

With regard to economic development, all East and several Southeast
Asian natdons experienced very high economic growth during the 1970s
and 1980s. Most countries had an annual growth rate exceeding 5% of
GDP. The only market economy which did not live up to expectations was
the Philippines, whose growth rate was much lower in the 1980s than in
the 1970s. The Philippine economy seems only now to be starting to im-
prove again. Another more recent exception is Japan. which in the early
1990s had its first serious economic downturn since World War II.

14
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Table 1.6: Size of Economies 1994-95: GDP and GDP/ppp

GDP 1995 GDP/capita  GDP/ppp GDP/ppp/

bn USD USD 1994 capita

bn USD USD

Japan 53570 44 500 2705 21 608
China 681 555 4511 3701
South Korea 447 10 000 518 11 545
Taiwan 262 12 300 332 15 663
Indonesia 184 900 696 3508
Thailand 164 2700 387 6424
Hong Kong 93 23 500 131 21876
Malaysia 86 4300 170 8536
Singapore 80 27 000 82 27223
Philippines 75 1100 162 2367
Burma* 40 890 109 2440
Vietnam 23 300 91 1218
Macau* 6 15010 6 16 063
Brunei* 6 18 500 3 10614
Cambodia* 2 215 11 1058
Laos* 1 290 9 1 865
North Korea nd n.d nd nd

Sources: GDP 1995 from Bank of America Country Economic Outlook, Sep. 1995.
GNP 1993 and GDP/ppp figures: Foucher 1996: appendix. *GNP 1993, NIAS 1996

While Gross National Product and Gross Domestic Product are measured in Us
dollars in accordance with the exchange rate of the national currency, GDP figures
adjusted for purchasing-power-parities are measured on the basis of local prices for a
certain number of products. The GDP/ppp measure is meant to express actual living
standards, but there are no standardised methods for compiling ppp-data. and thus
they should be handled with caution. Since GDP/ppp figures were first published.
there has been a huge controversy over the ‘real’ strength of the Chinese economy. As
will be seen from the table, the difference between the two kinds of measurement is
enormous in the Chinese case, The more China is integrated in the global economy,
however, the smaller the difference will become. GNP is a kind of measurement
suitable for economies that have a fully convertible currency and are integrated in the
global economy through a high level of export/import, whereas GDP/ppp figures are
valuable for giving a clue to the actual living standards in more secluded economies

Some countries in the region have remained economically backward
due, in some cases, to rigid systems of economic planning, and in others
to rampant corruption, internal political instability and/or warfare. Espe-
cially China, Burma, Vietnam, Cambodia, Laos and the Philippines
were for a long time hampered in their development by such factors, and
itis only in recent years that these countries have experienced a substan-
tial turn-around. While they are undeniably making great progress at the
present moment, all but China and the Philippines remain at a very low
level of GDP per capita. Even if they should manage to repeat the ‘mi-
raculous’ growth performance of the four dragons they will need the
next two decades to reach the present level of the NIEs.

Vast areas in the Chinese interior are suffering from an extremely bad
infrastructure, and no substantial economic growth can take place before

Japan has the largest
GDP, but China the

largest GDP/ppp
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this has been remedied. Pacific Asian countries also differ, of course,
with respect to the size of their GDP, ranging from more than 5,500 bil-
lion US dollars in Japan, to a mere 1 billion USD in Laos (see table 1.6).
The nominal GDP measure, however, highly under-estimates the real
strength of agrarian-based economies, even more so in the case of so-
cialist economies - which tend to omit the values of service production.
The measurement of GDP adjusted for ppp (purchasing-power-parity)
gives a better idea of a country’s actual prosperity. While the Japanese
economy is more than eight times larger than that of China as measured
by GDP, China has almost double the GDP/ppp-figure of Japan.

Foreign Trade and Investments

A common explanation for the region’s economic success story in the
1970s and 1980s has been the outward-oriented industrial strategies.
Export-oriented growth replaced efforts of import-substitution in Tai-
wan and Korea from the 1960s onwards, although they also continued
to protect their home markets. In the case of Taiwan, the value of ex-
ports as share of GDP grew from 5% in 1955 to more than 50% in 1990.
A similar movement towards increased reliance on foreign trade char-
acterises other NIEs in the region, such as Malaysia and Indonesia, but
with a time-lag of 10-15 years as compared to Taiwan. In comparison
with the larger Southeast Asian economies, the industrialisation proc-
esses in South Korea, Taiwan, Hong Kong and Singapore have been
characterised by dependence on import of raw materials. The Philip-
pines, Indonesia, Malaysia and Thailand are more generously endowed
with natural resources, and have in this sense been less vulnerable to ex-
ternal market forces (Alvstam 1995: 110).

Overall, one of the most important developments during the last three
decades has been the growth of intra-regional trade and FDI (foreign di-
rect investments). This has set off a process of regional economic inte-
gration. Until the 1970s, Japan was the only source of intra-regional
FDI within the region. During the 1980s and 1990s, Japanese hegemony
in this regard has been challenged by new regional investors - mainly
from Korea, Taiwan, Hong Kong and Singapore. (Alvstam 1995: 114).
To begin with, it should be noted that during the last decade Pacific Asia
has received a rising share of the foreign direct investment in the world,
but starting from a very low level. From the early 1980s to the early
1990s, Pacific Asia and South Asia taken together increased their share
of global FDI from 9% to 19% (World Investment Report 1995: 51).

Who is investing in Pacific Asia and in which countries do they invest?
Since World War II there have been three waves of regional investment.
The first was Western, the second Japanese, and investments in the third
ongoing wave stem to a great extent from the NIEs of the region itself
(South Korea, Taiwan, Hong Kong, Singapore). The great bulk of Jap-
anese investments have not gone to Pacific Asia. Japan has rather pre-
ferred to invest in North America and Europe. Within Pacific Asia,
Indonesia and South Korea have been the main beneficiaries of Japa-
nese investments. During the third wave, a higher proportion of Japa-
nese investments has been directed toward Pacific Asia, but Japan
remains a highly cautious investor spreading its interests throughout the
world rather than tying them up in the ‘home region’. Taiwanese invest-
ments have mainly gone to China and Southeast Asia, with Taiwan as
the leading investor in Vietnam (Klintworth 1994; Ku 1995), but with
the crisis in its relationship to the PRC it seems that Taiwan will try to
diversify economic risks by directing a higher share of its investments
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to North America (International Herald Tribune, 13 February 1996).

It should be noted that the most developed countries still get an impor-
tant share of their FDI from the EU, USA and Japan, whereas the later
industrialisers receive a substantial proportion of their FDI from NIEs
in the region itself. This is clearly shown in Table 1.7.

Table 1.7: Inward Foreign Direct Investments (cumulative data).
Select Asian Economies, 1980-93 (miil. USD)

ca. 1980 ca. 1985 1993
(million USD)  (million USD)  (million USD)
US-JAP US-JAP US-JAP

valuee % EU-value % EU-value %

Indonesia 10274 46 15353 56 67675 41
China 3721 37 15616 31 57172 20
Singapore 6211 64 12115 61 38584 49

Malaysia 6462 51 8510 53 34091 50
Taiwan 2718 60 5160 67 17705 65
Thailand 981 88 2221 176 13918 61
South Korea 1866 88 3634 89 11209 89
Hong Kong nd nd 1466 87 5244 74

Source: World Investment Report 1995: 49-50. NIAS 1996

This table shows the dramatic increase in FDI over the last few years,
and how some economies (South Korea, Taiwan, Hong Kong) still re-
ceive the better part of their investments from Europe, Japan and the
USA, whereas the EU, Japanese and US share of investments in Indo-
nesia, Singapore and Thailand has been reduced. It is particularly note-
worthy that the largest beneficiary of cumulated FDI untii now,
Indonesia, had received as much as 17% from Europe, 33% from J apan
and 6% from the USA in 1985, but only 15%, 21% and 5% by 1993,
This means, no doubt, that Indonesia is becoming more integrated in the
Chinese-dominated networks of the region and that the very significant
role that Japan has played in Indonesia is declining. The reduced Euro-

pean, Japanese and US share of FDI in Singapore is another indication
of the same trend.

In this context it seems pertinent to look at FDI in the People’s Republic
of China, which now receives far more FDI than Indonesia. Where does
China’s FDI come from? As shown in the table, only 20% had come
from Europe, Japan and the USA as of 1993. If we look at foreign in-
vestments in the PRCin 1992 (11 bn. USS$), the J apanese share was only
6.4% and that of the US 4.6%, while more than 80% came from (or
through) other ‘Chinese’ countries: Hong Kong, Macao, Taiwan and
Singapore (Wong 1995: 629; World Investment Report 1995: 64).
Some of Hong Kong’s FDI in China, however, most probably originates
from investors inside China itself who operate from Hon g Kong in order
to avoid taxation. For many years. Taiwanese investors were also
obliged to operate through Hong Kong.

The amount of FDI going to China will indeed be ‘reduced’ by more
than a half when Hong Kong and Macao become parts of the PRC in
1997-99, simply because their investments will no longer be ‘foreign’.

The largest foreign

investors in the PRC

are Chinese
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A very high proportion of ‘foreign’ investment flows during the third
wave have been ‘intra-Chinese’. What we see is an economic integra-
tion of ‘Greater China’. This may have one of two consequences: either
it will facilitate the assimilation of Hong Kong and Macao in the PRC
and lead to a resurgence of a greater Chinese cultural and political com-
munity under the leadership of a reform-oriented Beijing government,
or it will undermine a conservative Beijing’s position as the Chinese
capital, possibly dividing the PRC into regions with privileged connec-
tions to different parts of the outer Chinese world. In this case, the Chi-
nese interior may be left permanently behind.

Taiwan and the Fujian province in mainland China, where a large part
of the population speak the same local Chinese dialect, have already es-
tablished close ties with one another. In the east, the Shanghai-Jiangsu-
Zhejiang region is the traditional challenger to the power of Beijing, but
since much of the Beijing leadership have a background in Shanghai it
is perhaps most likely that these two regions will remain politically and
economically integrated. In the South, the Guangxi and Yunnan prov-
inces, as well as Hainan island and Guangdong province, have linked up
with the Southeast Asian economies. The kind of relations that develop
between the major regions of mainland China may have strong interna-
tional repercussions, not the least for Beijing’s ability to lead China in
its quest to play a role as a great power.

As shown by the above, it is primarily the Chinese communities who
have invested money in China’s growth, and not so much the West or
Japan. From the perspective of Beijing this means that China does not
depend directly on the benevolence of Japan, the USA or Europe. China
does, however, depend indirectly on access to technology - often
through overseas Chinese business networks - and is dependent on
Western markets for its exports, and for importing capital goods for its
industry. In 1993, China exported for $92 bn, imported for $104 bn, and
received foreign investments of $26 bn (Wong 1995: 618). In 1994, FDI
in China rose to $34bn, and this increase continued into the first half of
1995 (World Investment Report 1995: 54-58).

Economic Growth Triangles

One often mentioned prospect on the Asian economic scene is the de-
velopment of so-called ‘economic growth triangles’. These are thought
of as zones of inter-linked economic growth involving three or more
countries. One emerging growth triangle is the Greater Singapore Eco-
nomic Sphere, involving the southern part of the Malaysian state of Jo-
hore, and the islands of Indonesia’s Riau province. The city-state of
Singapore has been the principal force behind this idea. As production
costs in Singapore increase, manufacturing plants are now expected to
move to Johore and the Riau islands to take advantage of low-cost land
and cheaper labour. The products manufactured in this area will be de-
signed, marketed, and distributed by service industries located in Singa-
pore (ADB 1994: 26-29).

The Greater Mekong Sub-region may also be regarded as a possible
growth triangle (see map 1.1). With a combined land area of about 2.3
million square kilometres, this region comprises Vietnam, Laos, Cam-
bodia, Thailand, Burma and the Chinese Yunnan province. The region
1s the home of 220 million people. The intra-regional Mekong Secretar-
iat has existed since the 1960s, but for many years it could not accom-
plish very much. Recent economic reforms in the PRC, Vietnam, Laos,
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Burma, and the peace settlement in Cambodia, however, have created a
more hospitable environment for economic co-operation among these
neighbouring states (ADB 1994: 26-29).

Map 1.1: The Multi-National Mekong Basin
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The idea of developing a growth triangle on the Tumen River at the in-
tersection of the Chinese province of Jilin, the Vladivostok area of Rus-
sian Siberia, and North Korea has also been aired. But the only growth
triangles which are already becoming strong realities are located at the
other side of the Korean peninsula, and in eastern and southern China.
The first one links South Korea to the two Chinese provinces of Liaon-
ing and Shandong, as well as the port of Tianjin. This triangle forms a
natural zone of economic interaction around the Gulf of Bo Hai and the
Yellow Sea, and especially after the normalisation of diplomatic rela-
tions between Beijing and Seoul in August 1992, commercial and trad-
ing activities here have increased rapidly. The second trian gle is
centered around Shanghai and includes Jiangsu and Zhejiang - the two
provinces to the north and south of this rapidly growing metropolis.
Both of these provinces have a long historical legacy of entrepreneurial
and commercial activities, and Shanghai proper has a long history as a
trading port and financial centre.

During the 1980s, and especially in the wake of Deng Xiaoping’s
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‘southern tour’ in the spring of 1992, signalling further commitment to
economic reforms, these coastal regions have reemerged as powerful
areas of economic growth. The third triangle encompasses Hong Kong,
Taiwan, and the Chinese provinces of Guangdong and Fujian. Since
1978, China’s Open Door Policy and its establishment of special eco-
nomic zones have provided foreign investors with convenient and prof-
itable locations for establishing industrial plants. In the beginning, the
opportunities were limited to four so-called ‘special economic zones’.
Later, they were extended to much larger areas. Within a context of rap-
id economic growth, Hong Kong has become the financial and service
centre for economic activities throughout southern China, and Shanghai
is rapidly gaining a similar role in the east.

Map 1.2: China’s Coastal Areas and Open Economic Zones
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These linkages between Chinese and neighbouring areas have added to
the momentum of economic growth in the whole Pacific Asian region.
Ethnic Chinese communities in Southeast Asia are accustomed to
avoiding demonstrative political behaviour, while working discretely
within both authoritarian and democratic regimes. Business relation-
ships are conducted on the basis of personal connections (guanxi) and
reciprocity. Because ethnic Chinese in Hong Kong, Taiwan and South-
east Asia have many family ties and personal relationships with people
living on the Chinese mainland, and understand the requirements of do-
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ing business in the PRC, they have many advantages over investors
from Japan, Europe and America. In the development of the so-called
Greater China Growth Triangle, ethnic Chinese entrepreneurial net-
works dominate trade and investments (Faust and Kornberg, 1995: 75).

Ethnic Chinese outside the PRC number over 55 million - if Hong Kong
and Taiwan are included. They may be China’s ‘secret weapon’ in its
quest for becoming one of the world’s leading economies in the next
century, if conflicts over the status of Hong Kong and Taiwan do not de-
stroy the opportunity. Since the beginning of the economic reforms in
1979, about two thirds of all foreign investments in the PRC have come
from Hong Kong and Taiwan. In 1992, Macao, Hong Kon g and Taiwan
contributed 79.5% (Wong 1995: 629).

Table 1.8: Ethnic Chinese in Asia Qutside the PRC, 1995 (estimate)

Millions po;?f;lgfion
Hong Kong 6 98
Taiwan 21 99
Indonesia 8 4
Thailand 6 10
Malaysia 6 32
Singapore 2 76
Burma 1.5 3
Vietnam 1 1
Philippines 1 1
Rest of Asia* | 1.8 - -

Sources: Economist March 9, 1996: Survey 10. Faust and Komberg 1995: 79.
*Also includes Australia.

Note: In several states in Southeast Asia - notably in Thailand. large parts of the
ethnic Chinese have lived there for generations, intermarried with locals and become
firmly integrated in society. It is thus difficult do make exact estimates of their
numbers due to variation in definitions. NIAS 1996

Is Growth Sustainable?

Pacific Asia has had a dramatic growth in a period when other regions
of the world have seen stagnation, unemployment and social crisis.
Whereas the Pacific Asian economies experienced only slightly higher
growth than the average developing country in the period 1950-75,
growth in Pacific Asia has been many times the average during the pe-
riod 1980-95, at a time when the Latin American and African econo-
mies have actually declined (Gunnarson & Rojas 1995: 81). Latin
America seems to have got back to a more positive trend in terms of
economic growth, but today there can be no doubt that Pacific Asia
stands out as a region apart. Its dramatic economic rise has drawn inter-
est from investors and economic analysts all over the world. It is tempt-
ing to speak with the World Bank of an ‘East Asian Miracle’ (World
Bank 1994) and to search for an Asian ‘development model’, but if we
look closer at the NIEs in Pacific Asia, it seems that there have been

‘The Cold War is over and

the Chinese won ...

The Chinese network is the
organizational model for the

twenty-first century.’
(Naisbitt 1995: 10, 7)
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several models, not one. The same explanations for growth do not apply
in all cases. A few factors, to be sure, are the same everywhere: heavy
emphasis on exports, high domestic savings, and high investments. But
in most other respects the driving forces behind economic success vary
from one country to another, indeed from one province to another.

The causes of the so-called ‘East Asian Miracle’ are disputed both with-
in the international academic community and among policy-making in-
stitutions around the world (World Bank 1994; Wade 1990, 1992, 1993;
Vogel 1991; Chan 1993). In this report we have no intention of putting
forward a theory or model of our own. But we will summarize some of
the explanations which have been given for Pacific Asia’s phenomenal
growth, and discuss whether there is something in the structure of the

regional economies that can give us a clue as to whether or not their
growth is sustainable.

Figure 1.4: Exports as Percent of GDP, 1980-94. Select Pacific
Asian Countries, and Select Countries for Comparison

Malaysia
o
a
G
B
= .
3540 T P Thailand
E -~ Philippines
30 == — S.Korea
Indonesia
Japan

India Brazil

1982
1983
1984
1985
1986
1987
1988
1989
1990
1991 +
1992 1
1983
1994

1981 |

-
o
@
=]

Source: International Financial Statistics Yearbook 1995. NIAS 1996

All taken into consideration, it is at the present level of knowledge im-
possible to conclude that there is an ‘Asian model’, or any unique pre-
scription for success. Governments in Japan, South Korea and Taiwan,
for instance, have played a far more active role than the low-key liberal
government of Hong Kong, but there has been success in all of these
places. For the second generation of growth economies (after Japan),
massive transfers of external financial resources (mainly from the US),
high domestic savings, and a fairly high educational level contributed to
the building of industrial bases. The successes of both the second and
third generation must also be ascribed to a combination of a disciplined
and inexpensive work force, advantageous market opportunities (partic-
ularly a large consumer market in the USA), liberal policies allowing
dynamic networks of private entrepreneurs to operate freely, and in
some cases strategic intervention and subsidising by strong govern-
ments (Vogel 1991). All of these factors. mixed somewhat differently

from one case to the other, have added up to create potent formulas for
economic development.
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Figure 1.5: Gross Domestic Savings as Percent of GDP, 1992 .
Select Pacific Asian Countries, and Countries for Comparison
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Gunnarson and Rojas discuss four main kinds of explanations for Pacif-
ic Asia’s growth: the economic, the political, the cultural and finally
their own - the institutional explanation (Gunnarson & Rojas 1995). The
economic explanation emphasises the role of the free market. Every
success story has started when the state opened up for international
competition and investments, whereas states closing off their home
economy through an import substitution strategy (such as India) have
performed badly. The lesson to be learned is that states should intervene
as little as possible in the economy and leave it to the dynamism of a
free market. Liberalist commentators in magazines such as the Far
Eastern Economic Review and the Economist tend to see Hong Kong’s
policies as an ideal solution and claim that growth elsewhere has oc-
curred in spite off rather than because of government intervention. At
first sight, this explanation may seem convincing since it is true that all
success stories have been based on exports, and that nations aiming for
autarky have failed. But the problem with the explanation is that even
export strategies can be implemented through state intervention.
Throughout the industrialisation process some governments have per-
sistently monitored and operated economic activities, and have deliber-
ately designed incentives for economic growth. This has been the case
for both socialist and capitalist regimes. It has not always worked, but
it seems to have worked often enough to make Asian governments wary
of excessive faith in laissez-faire. Several states in the region, such as
Taiwan and South Korea, have been able to shield their home markets,
while at the same time having access to important foreign ones.

This leads us to the political explanation which emphasises the positive
role of state intervention, and strong political supervision. Advocates of
this explanation speak of the East Asian ‘developmental state’ with J ap-
anese-inspired South Korea as a prototype. Big corporations work in
close symbiosis with the government, with the latter defining the targets
and setting the rules. There is much to be said in favour of the political
explanation, which to some extent applies to many countries in the re-
gion: Taiwan, Indonesia, Malaysia, Vietnam, China - even Singapore.

If there is a secret
to Asian growth,
itis simply deferred
gratification,
the willingness
to sacrifice
current satisfaction
for future gain’
(Krugman 1994: 78)

The economic
explanation

The political
explanation
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They have all had strong governments with a keen interest in promoting
the national economy. But the question remains whether a developmen-
tal state can continue to mobilise its population for a productive effort
if the people at large do not have their own reasons for working hard,
saving and investing.

Figure 1.6: Investments as Percent of GDP, 1980-94. Select Pacific
Asian Countries, and Select Countries for Comparison
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Here then comes the cultural explanation, which has two main versions.
The first one emphasises Confucianism with its focus on discipline, dil-
igence and respect for authority. Thus the same cultural factor which
made people obey and tolerate non-developmental regimes in the past
should now make people respond energetically to the watchwords of the
developmental state (Max Weber cited Confucianism as a cause for
East Asian immobility and lack of entrepreneurship). The other version
of the cultural explanation does not emphasise loyalty to authorities, but
rather the great value attached to the family. Family connections in the
Greater Chinese world (and increasingly in the Indian) are used to cir-
cumvent government controls and build dynamic business ties across all
kinds of borders (Naisbitt 1995; Rohwer 1996: 227-241). Although the
two versions of the cultural explanation certainly contradict each other,
there may be some truth in both of them. East Asia does not just have
one cultural tradition, but many which overlap and contradict each other

and in various ways influence the relationship between state, family and
enterprise.

Gunnarson and Rojas’ fourth explanation is the institutional one, which
is mainly based on the experience of Taiwan which, paradoxically, re-
sembles Scandinavian historical developments, at least in certain im-
portant respects. The key factor. in the view of the two authors, 1s that
either at the outset of, or after, a land reform, there is an equitable dis-
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tribution of land among many farmers so that they have sufficient re-
sources to reform and develop agricultural techniques and organisation.
A solid group of farmers constitutes a reliable tax base for the state and
provides, once the monetary economy has reached a certain stage, a
forceful home market. Through taxation the state can encourage enter-

prises targeting not only foreign markets, but also the expanding domes-
tic one.

Table 1.9: Social Inequality, 1981-92. Ratio of Highest 20% Income
Group to Lowest 20%. Select Pacific Asian Countries, and Select
Countries for Comparison.
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It should not, in our view, be necessary to choose between the four ex-
planations. If we want to consider the question of whether growth in a
certain country is sustainable, it may be best to look for a combination
of the factors mentioned: an export strategy aiming at accessible foreign
markets, a strong government with a keen interest in economic affairs,
cultural attitudes encouraging work, savings and investments, and an
equitable distribution of resources opening up opportunities for a signif-
icant part of the population. Gunnarson and Rojas may well be right to
emphasise social equity as a key factor behind long-term sustainable
growth (see Campos 1993 for a similar argument). Social equity has
been achieved in some countries by carrying out land reforms, con-
sciously opening up entrepreneurial and career opportunities to general
competition, by giving priority to universal education, and by adhering
to the principle of hierarchic promotion based on merit. All of this re-
quires strong political leadership, not necessarily authoritarian, but rath-
er based on a national or social movement. The main thing is that the
leadership is not bogged down in fights or intrigue over the distribution
of favours and privileges, or in endemic struggles between landowning
clans (such as in the Philippines, Bangla Desh and Pakistan). The equi-
table distribution of income is not only instrumental in opening up op-
portunities, but also in widening the domestic market, something which
is important today when the main growth in trade seems to take place
within the Pacific Asian region, not in its relations with North America
and Europe (Vogel 1991, Chan 1993, World Bank 1994).

On the strength of their current strong economic performance several
countries in the region have published optimistic growth prospects for

The institutional
explanation

Look for combination

of factors
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the period leading into the twenty-first century. The Malaysia govern-
ment’s ‘Vision 2020’ envisages its national economy as quickly catch-
ing up with Western Europe and North America, and in 1994 the
Indonesian government published a set of similar targets for the coming
25 years (Booth 1995: 28). China’s five-year plan for the years 1996-
2000 almost takes for granted that the growth will continue to be phe-
nomenal; it discusses how to limit growth to single digit figures in order
to prevent overheating, and concentrates on the need to avoid an agri-
cultural bottleneck in the form of a food crisis (International Herald
Tribune: March 2 1996). The region’s own growth optimism is based
on the assumption that economic growth can continue to be as rapid as
it has been in recent years. This cannot be taken for granted, however.
Much will depend on the continued growth of exports, which in turn
will require that Asian industries move out of the simple, low-wage sec-
tors (such as textile factories and electronic assembly lines) in which it
is difficult to maintain a competitive edge for long, and into more ad-
vanced sectors. This is what some successful export industries in Tai-
wan and South Korea have managed to do, but it is uncertain whether
all countries in the region will be able to do the same (Booth 1995: 29).

Another aspect is the question of whether the Asian economies are re-
ally growing because of productivity gains, or if this growth is based
merely on the use of cheap labour and increased input of natural re-
sources and equipment. If the latter is the case, these countries will soon
reach the point where rates of economic return diminish. Paul Krugman,
a respected economist at Stanford University, unleashed a heated de-
bate in late 1994 when Foreign Affairs published his provocative essay
‘The Myth of Asia’s Miracle’. Krugman'’s thesis is that Asian econo-
mies are growing much the same way as the Soviet economy grew in
the 1950s, i.e. by expansion of inputs, rather than on growth in output
per unit of input. Growth is caused by high savings, relatively simple in-
vestments and expansion of the labour force, not by increased produc-
tivity. This, he argues, is not sustainable in the long run, and growth
rates will level off: ‘Rapid Asian growth is less of a model for the West
than many writers claim, and the future prospects for that growth are
more limited than almost anyone now imagines.’ The only way to avoid
an economic slowdown will be to improve total factor productivity, that
is, to use existing capital and labour more efficiently (Krugman 1994).
This can only be done by organising work processes more cleverly, and
by making technological improvements and innovations (Lehner 1995:

14). In this respect all Asian economies except Japan have a long way
to go.

In their reportin 1993 on the East Asian ‘miracle economies’, the World
Bank made a distinction between investment-driven ASEAN econo-
mies (Indonesia, Malaysia, Singapore) where productivity growth con-
tributed relatively little to total growth of output, and the productivity-
driven economies, which according to the Bank are not only Japan, but
also South Korea and Taiwan. The general conclusion of this compari-
son is that the recent ASEAN success stories in manufactured exports
have indeed been in just those traditional labour-intensive industries
where the threats from other low-income countries in Asia seem great-
est (Booth 1995: 41). Labour-intensive manufacturing will simply not
be sustainable for these countries in the long run if they want to continue
to remain competitive in the 21st century. Many other factors also seem
to have a negative impact on the prospects of persistent high economic
growth in East and Southeast Asia. These include inadequate infrastruc-
ture, poorly developed financial institutions, and a tradition of govern-
ment manipulation and meddling in markets for production and
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distribution of goods and services, mainly in order to achieve political
ends that often have little to do with economic development (Booth
1995: 45).

To balance this sceptical view, however, we may call attention to the
fact that during the past decades, Western analysts have often exagger-

timating its growth potential. Furthermore it seems doubtful that the
region’s phenomenal growth can be ascribed wholly to mobilization of
labour and money. The largest potential for future economic develop-
ment may be found in the current tendency towards increasin g intra-re-
gional specialisation, intra-regional trade and investments, and growing
home markets. If the absorptive capacity of the American consumer
market declines, it may well be replaced by domestic Asian markets.
The Japanese market is already taking over some of the US role. Indus-
trial manufacturing is likely to be a less important engine of growth in
the future than was the case in the 1970s and 1980s. Other economic
sectors - high-tech, research and knowledge-intensive industries - are
becoming more important also in Asia. By acquiring new kinds of
knowledge and skills, especially in effective management of services,
Pacific Asian countries might perhaps make a jump, not only in mobj-
lization of resources, but also in productivity.

Still, lacking infrastructure, weak capacity of public administrations,
rapid environmental degradation, an almost total lack of Research &
Development, and maybe even scarcity of energy and raw materials will
represent very serious obstacles. Companies in Southeast Asia make
few investments in R&D. This will make them increasingly vulnerable
to the enforcement of Western copyrights and patent laws. Countries re-
maining at low levels of economic development will also have to face
énormous unemployment problems in the transition from agriculture to
industry and services. To smoothen this process, governments in the re-
gion will have to further increase their attention to education both of
men and women. The competitive edge now offered by low wage levels
will not be sustainable for long - not even in countries like China, Viet-
nam or Cambodia. Moreover, all countries - whether enjoying high eco-
nomic growth or not - may have to face growing regional inequalities
and the dangerous trend of growing gaps in income and wealth between
different groups in society. Such inequalities are bound to resuit in so-
cial tension and political instability. Countries with an institutional
framework ensuring equitable access to resources may be more likely
than the more inegalitarian states to achieve sustainable growth (Gun-
narson & Rojas 1995).

It may cause concern that the fast-growing Chinese economy does not
seem to be sustained by the same kinds of general improvement in male
and female education, health and social standards that have character-
ised developments in J. apan, South Korea, Taiwan, Hong Kong and Sin-
gapore. Although the reduction in school enrolment in China during the
1980s may perhaps be ascribed to better methods of registering school
attendance, it certainly seems that China lags behind India in terms of
education, and that China is far behind many Latin American and Mid-
dle Eastern countries. Higher education is accessible to a much higher
number of Indians than Chinese. In combination with other stumbling
blocks these factors may lead us to ask if the rapidly growing economies
of China, Thailand, and perhaps also the strongly outward-oriented Ma-
laysia, may prove more vulnerable to recession than has been the case
in Japan and in the second generation of NIEs. In addition, as we shall
see in the following chapters, there are pressing political and security

A likely growth
in productivity

Obstacles to future
growth

27



Pacific Asia 2015

factors which may provoke sudden changes in the prospects of growth.

Figure 1.7: Enrolment in Education 1980-90 (% of age group 6-
23). Select Pacific Asian Countries, and Countries for Comparison
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Will the Asian economies continue to grow rapidly until 2015? We be-
lieve, as does even Paul Krugman, that the current momentum - with
high savings, high investments, accessible markets, and a highly com-
petitive spirit both in government and business - will ensure that Pacific
Asia outside of Japan continues to have higher economic growth than
the West and Japan for yet another decade, unless something dramatic
happens in the political or security field. China’s and Southeast Asia’s
growth is even likely to be much higher than that of the West and Japan.
But at some point during the first decade of the 21st century this growth
will either level off or simply stagnate unless there is significant im-
provement in overall productivity, since it will be impossible to just add
more and more tools, machinery and labour into the production process.
With the openness of Asian economies, the increased levels of educa-
tion, and the possibility of rapidly transferring technology and know-
how in the information society, it should be easier for Asian economies
today than it was for the socialist economies of the Soviet Union and
Eastern Europe thirty years ago to translate growth resulting from mas-
sive inputs of resources into growth in productivity. But if such growth
does not soon become demonstrably present in normal economic ac-
counting, the Western and Japanese economic hegemony may not come
under challenge after all.

28



Chapter Two
Four Scenarios

The following chapters are structured around four regional scenarios,
based on alternative assumptions about economic growth and political
stability. The prime variable is economic growth while the secondary is
political stability. There are thus four possibilities:

1. High economic growth and political stability
2. High economic growth and political instability
3. Economic stagnation and political stability

4. Economic stagnation and political instability

With high economic growth we mean that the GDP grows by more than
four percent annually. With the exception of the Philippines all market-
oriented Pacific Asian economies, as well as China, had an average an-
nual growth in excess of four percent during the 1980s (see Table 1.7).
In the first half of the 1990s, Vietnam, Laos and Burma also achieved
more than four percent growth. The high growth scenarios are thus
based on the assumption that recent growth trends will continue for two
more decades. Since many Pacific Asian countries have had even higher
growth figures (China 9.5% during the 1980s), our high growth sce-
nario will also allow for a ‘soft sit-down’.

In order to keep the scenarios distinct from each other we need to leave
a gap between ‘high growth’ and ‘stagnation’. Therefore, with stagna-
tion we mean that the GDP grows by less than 1% (which is negative
growth per capita). With 0.9% average annual growth in the 1980s the
Philippines thus qualifies as economically stagnant.

By political stability we mean, firstly, that the political elite has a suffi-
cient degree of cohesion to avoid situations where powerful groups plot
to overthrow the government by violent means or try to undermine the
political system as such and, secondly, that the political elite is not vio-
lently contested by anti-establishment groups with widespread popular
support. What we are talking about, is the internal political stability of
each regional state, not of the region as such. The prospects for interna-
tional co-operation and conflict will be considered in chapter six.

Our scenarios should be considered regional and not national (in an ap-
pendix we provide brief scenarios for each individual country). Our
high growth scenario for instance infers a regional trend, i.e. more than
four percent growth in the most influential economies. Thus, we consid-
er that the whole region has followed a high growth scenario in the
1980s and early 1990s despite the fact that some countries, like Viet-
nam, were stagnant in the first half of the 1980s, and that the region’s
most developed economy, Japan, has stagnated since the beginning of
the 1990s. It may, however, be difficult to imagine that the overall re-
gional growth trend can be positive if there is a major Chinese reces-
sion. Qur report will treat China not as a nation on the same level as
others, but as the arena where the future of the entire region is likely to
be determined. Economically, China is already integrated in the region-
al and global economy. Politically, China cannot be said to have been

Definition:
‘high economic growth’

Definition:
‘stagnation’

Definition:
‘political stability’
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integrated, but political developments in China, such as a military coup,
will still affect the region far more dramatically than any similar devel-
opment in any other country in, including Japan.

The four scenarios will be briefly presented in this chapter, and their
likely consequences will be discussed in chapters 3-6 focusing, respec-

tively, on environment, poverty, democracy, and co-operation and con-
flict.

Scenarios Are Not Predictions

As late as in 1988, no serious political or social scientist could predict
the rapid breakdown of the Soviet Union. But it should have been pos-
sible to imagine a sudden breakdown as one of several possible scenar-
ios. The main advantage of thinking in terms of scenarios is that it
allows us to avoid making the standard assumption that the future will
be a continuation of ongoing trends. Drastic changes must not necessar-
ily come as a great surprise. This is why, in this report, we are not going
to take for granted that Pacific Asia will continue its current growth.
Nor shall we assume that the region will avoid a major disaster, either
in the form of a food crisis, an earthquake in Tokyo, or a major war.

In the aftermath of World War II, it was generally assumed that China
had much better prospects of economic development than Japan, which
lay in ruins. No one foresaw that a Japanese miracle should happen in
the shadow of the US nuclear umbrella. Also no one in 1945 could know
that China would be mired for three decades in the vagaries of civil war
and Maoist experiments. In the early 1960s, the Japanese success was
visible to all who had their eyes open, who then wondered which coun-
tries in the region were best positioned to follow Japan’s lead. Among
analysts, the two favourite candidates were Burma and the Philippines,
not South Korea or Taiwan.

Our four scenarios are meant as tools to prepare mentally for an un-
known future, a future which is likely to bring tremendous changes. If
seen as predictions, scenarios are bound to ‘fail’. The safest prediction
we can make is probably that none of our scenarios will come true in a
pure form. What we hope is that we shall be able to cover the main pos-
sibilities, and that the future will not bring up major issues or develop-
ments which we did not at all imagine as possible.

Economic Growth

In the 1980s and the first half of the 1990s, the annual economic growth
rate in most Pacific Asian countries has been around 6-7%, while the
Chinese GDP has grown by an astounding 10-12% per year, with areas
like the Pudong Development Zone in Shanghai approaching annual
rates of 50%. As mentioned in chapter one, such extreme growth rates
may overheat the economy, and they tend to produce severe imbalances
and temporary instabilities due to boom-and-bust cycles. There is defin-
itively a limit to the attractiveness of extreme economic growth. What
is also certain, is that such extreme growth figures cannot be sustained
for several decades. They characterise certain takeoff periods, when na-
tions go through a transition from a rural to an industrial economy. Pa-
cific Asia’s extraordinary growth has a parallel in the phenomenal
performance of the USA in the latter half of the nineteenth century, but
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in China it has been even more rapid.

Economic growth is characterised by a steady increase in physical as-
sets, human capital formation, infrastructure, and rising levels of pro-
duction. Sustained growth also features an increase in the value added
to the goods produced and is often associated with expanding intra-re-
gional and international trade. On the whole, this grants a rise in the pur-
chasing power of ordinary households, increases profits at the
enterprise level, and provides more government revenues. With im-
proved terms of trade and balance-of-payments, each state’s capacity to

avoid extensive foreign debts as well as government deficits will be
markedly improved.

Economic decline is more or less the reverse. Growth rates decline to
under one percent increase of GDP per year - which is actually a sharp
decline in GDP per capita since most Asian countries still have signifi-
cant population growth - and private consumption and public expendi-
ture predominates at the expense of savings and investment. Levels of
production and profits decline, and this will often lead to increased un-
employment. In such a situation there will also normally be less oppor-
tunity for introducing new technology. An overall slowdown in trade
follows, which in turn will threaten to resuit in an accumnulation of each
state’s foreign debt as well as budget deficits. As a result of shrinking
revenues to local and central governments, less priority will be given to
improvements in infrastructure and public services such as health and
education, and living standards of large numbers of people will deteri-
orate. All of these factors, contributing to a situation of resource scarci-
ty, will make it difficult for a government, and sometimes for a whole
political regime, to survive.

Political Stability

Political stability and social harmony are highly cherished in Pacific
Asian cultures and for good historical reasons are not taken for granted.

nese civilization there is a fear of chaos (luan) and a preference for ‘or-
der under heaven’. History is divided into orderly periods under
virtuous emperors and periods of anarchy with warring states.

Democratic institutions and procedures, as developed in Europe and
spread throughout much of the world, are meant to combine popular
sovereignty with political stability by providing peaceful methods for
the transfer of power from one government to another whenever the in-
cumbent government loses the support of the majority. But the introduc-
tion of democracy may also lead to political turmoil, and stability can
be achieved in undemocratic political systems as well. In this report we

therefore do not see a necessary connection between political stability
and democracy.

Democracy will be discussed separately in chapter five. What we con-
sider as political stability, is a situation where the present authoritarian
governments in Pacific Asia either survive without being seriously chal-
lenged, or allow for a peaceful and orderly transition to democracy. We
may perhaps speak of a ‘hard’ and a ‘soft’ kind of political stability.
Hard stability is one where an authoritarian Or even totalitarian regime
maintains strict social control and effective repression, and reigns by
terror and intimidation. The ‘soft’ —or adaptable— stability is either
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democratic or based on widespread acceptance of a non-democratic re-
gime. The best example of the latter is located in South Asia: Bhutan.
Laos may also perhaps qualify, although the establishment of the
present regime back in 1975-76 was associated with the exodus of most
of the country’s elite, and despite the fact that a tiny group of vocal op-
position leaders are kept as political prisoners.

The distinction between hard and soft stability may be useful, but the
basic distinction should probably be the one between democratic and
non-democratic political systems. When political stability is based on a
set of elected, representative institutions where political compromises
are reached, and with recognised mechanisms for obliging a govern-
ment to step down, it makes it possible to handle situations which might
otherwise have led to instability. A democratic regime may be political-
ly stable even though its political leaders are frequently replaced, but
this is seldom the case in an authoritarian regime. The experience of Ja-
pan after 1945 is a good example of democratic stability. However, po-
litical stability may also be achieved by an authoritarian government,
either because it delivers what people want and therefore is accepted, or
because it maintains a system of repression and social control which
prevents opposition groups from challenging its power. In the case of
authoritarian stability the maintenance of law and order, the promotion
of a state ideology, heavy doses of nationalist rhetoric and, perhaps
most significantly, measures to ensure the material well-being of the
population, are some of the assets used to ensure the survival of a re-
gime. Indonesia under Suharto, and Vietnam under the Communist Par-
ty, are good examples of the authoritarian kind of stability.

Political stability in Indonesia has been based on dwifungsi, meaning
that the army in addition to its military duties also has a central political
role. The government has mobilised patriotic feelings among the popu-
lation through its pancasila ideology, has made strong efforts to achieve
economic growth, and has been able to distribute favours through the
use of revenues from the export of oil. Stability has also been main-
tained by co-opting powerful interest groups, and through sub-national
political arrangements allowing the central government to closely mon-
itor and control local elections, local government, and public adminis-
tration at the grassroots level. It would be wrong to assume that
authoritarian regimes like Indonesia are always unpopular. Their big-
gest problem may rather be to maintain cohesion within the political

elite itself, since the political system lacks a recognised mechanism of
leadership succession.

Political instability is characterised by disunity at the top of the political
system, erosion of self-confidence among the ruling elite, limited or de-
creasing popular legitimacy, and opposition movements in defiance of
the regime. This often leads to strained relations with foreign countries
as well. A rather extreme example of political instability is China during
the peak years of the Cultural Revolution (1966-71) when the PRC went
through intense conflicts at all political levels, throughout the whole so-
ciety and at the same time eagerly prepared for an expected World War
III. Another instance of political disruption with catastrophic dimen-
sions is the Cambodian tragedy. Over the last three decades Cambodia
has gone through muitiple kinds of political turmoil, terror and war.

Political instability is often a result of failures to resolve conflicts over
political successions, clashes between elite groups over public policy,
or inability to manage relations between the central government and the
provinces. The history of Pacific Asia is full of struggles over political
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leadership. In Thailand, the monarchy is a source of political stability
on the symbolical level, but the country had a total of 17 military coups
between 1932 and 1992. Thailand is an €xample of a regime that has
been inherently unstable at the government level, but with sufficient so-
cial and bureaucratic stability to achieve high economic growth. Local
insurgencies never reached the same proportions in Thailand as in the
neighbouring countries. The struggle over Mao’s succession in China
after 1976 is another example of a politically unstable situation which
did not result in social conflict or economic decline, but instead paved
the way for economic recovery.

What this shows is that there are different kinds of political instability,
some which only affect the surface, and some that run deep and disrupt
the whole society. This also means that some kinds of political stability
are incompatible with economic growth while others do not necessarily
make the economy break down.

Growth and Political Stability

When constructing our scenarios we have used growth and political sta-
bility as independent variables. The objective is then to examine the
consequences that each of the four possible combinations of the two
variables may have on a number of dependent variables: environment,
poverty, democracy, and international conflict/cooperation. The main
weakness of this approach is that we run the risk of avoiding the com-
plex question of how economic growth and political stability are inter-
related. This must therefore be discussed in general terms already at this
stage, and this discussion must inspire further reflections in each of the
following chapters.

Economic growth can have complex, ambiguous and indeed contradic-
tory effects on the political stability of a state, and such effects may
change over time. One obvious immediate effect is that growth enhanc-
es the popularity and le gitimacy of political leaders. Growth is a source
of pride both for governments and nations, and improved living stand-
ards will make most people less susceptible to support radical Opposi-
tion groups. There is little doubt that €conomic success has made it
much easier for the communist regimes in China, Vietnam and Laos to

Economic growth may on the other hand lead to exaggerated expecta-
tions. Some social classes who used to accept their dire straits, but are
now experiencing a slight improvement, may suddenly discover that
they are deprived of a reasonable share in the rising national prosperity.
Entire populations may react with disappointed anger if, after a number

tween what it gets and what it thinks it is entitled to. In order not to be
politically disruptive economic growth must therefore be managed in a
way that does not raise expectations to a level much higher than the
economy can yield. With Pacific Asia’s very high savings rates, the sal-
ary level may perhaps not be as crucial psychologically as the safety of
the value of savings. If this is so, it would point to the need for institut-
ing secure ways of safeguarding people’s deposits.

How economics affect

political stability

Frustrated
expectations
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Economic growth can also be disruptive in creating new imbalances. If
salaries and job opportunities in the private sector increase to the degree
of making public careers unattractive, it may not only encourage cor-
ruption and undermine the efficiency of the administration, but also cre-
ate widespread discontent with the political regime as such, both within
and outside the bureaucracy. Regional differences may have similarly
disruptive effects. In Vietnam it will be no surprise if the central gov-
ernment loses support from the central region, since investments in eco-
nomic growth are mainly made in the south and the north. Growth can
also lead to conflicts between urban and rural areas, with peasants
claiming a greater share in the newly generated wealth. And, as we shall
see, growth can lead to tremendous environmental problems.

How, then, do political stability or instability affect economic growth.
Under normal conditions, political stability no doubt furthers economic
growth, the only exception being when a stable regime is of a kind that
disgusts foreign governments or foreign public opinions to the extent of
keeping investors away as well. The stability of the apartheid regime in
South Africa, for instance, was not good for business in the long run. It
may also be the case that a further stabilisation of the military regime in
Rangoon will hamper trade and investments in Burma, and that the in-
stability which would be associated with a transition of power to a coa-
lition led by Aung San Suu Kyi would stimulate the country’s economic
development. The nature of a future regime transition, however, will be
of crucial importance, and investors may need time to verify that the
new leader is able to give her regime a sufficient degree of cohesion.
The best for business in Burma will obviously be a peaceful and orderly
transition to a more palatable regime.

Sometimes a regime transition is almost entirely smooth and peaceful.
Taiwan’s newly elected president, Lee Teng-hui, is proud of his coun-
try’s harmonious transition to democracy. Both in Taiwan and South
Korea democratisation went hand in hand with uninterrupted economic
growth. More serious political instability may, however, be assumed to
disrupt economic growth since it creates insecurity as well as uncertain-
ty for the future. Some kinds of political instability are more economi-
cally disruptive than others, however, and even violent conflicts can be
localised so that growth continues in some secure regions while the gov-
ernment fights insurgents elsewhere.

The optimistic view, to which we will in general subscribe, is that eco-
nomic growth and political stability are mutually reinforcing. But this is
not the case for any kind of growth, or any kind of stability. To provide
for stability, growth must not be so rapid that it is bound to end sooner
or later in recession, or disrupt a society ecologically, socially and cul-
turally to the extent of exasperating the inhabitants. It must be reasona-
bly moderate, continuous, manageable, and equitable. If we turn the
factors around we must conclude, that a highly oppressive regime which
bases its stability on fear is unlikely to maintain the kind of atmosphere
required for sustainable economic growth. We feel tempted to go even
further and argue that only soft, or democratic stability can ensure sus-
tainable growth in the long run. But this is not necessarily so. It is not
inconceivable that several Pacific Asian countries, notably China, will
be able, until 2015, to combine continued economic growth with a po-
litical system that does not approach democracy.
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The Scenarios

In view of ongoing trends, it is commonly assumed that the economies
of Pacific Asia will continue to grow very rapidly, and that the states of
the region will maintain a high degree of political stability. We also re-
gard this as the most probable of the four scenarios, and will therefore
attribute more space to it than to the others in the ensuing chapters. But
we would not give it more than a 50% probability (this judgement of
ours, of course, does not have any scientific pretensions). Actually we
want to issue a warning against taking the continuation of current trends
for granted. Donors and policymakers would be wise to prepare for
some very different futures.

If we disregard the environmental damage and other negative side-ef-
fects of rapid economic growth, and at the same time assume a gradual
softening or democratisation, then the first scenario could perhaps be
considered a virtuous cycle with economic growth reinforcing political
stability and vice versa. The idea is that the two dimensions continue to
interact favourably. The opposite situation, featuring economic stagna-
tion or decline together with political instability, may be called a vicious
spiral. Both of these scenarios may be conceived as long-term processes
of economic and political change.

Somewhere in between, we have two conceivable scenarios which may
be slightly counterintuitive, and which each involves a kind of unstable
balance. In neither case do we need to assume that the economic and po-
litical spheres are insulated from each other. Although economy and
politics are closely inter-linked, stagnation does not necessarily entail
political disorder, and political instability does not always result in eco-
nomic decline. It is possible to imagine a situation where the economy
thrives in spite of severe political conflicts. Some economic sectors may
even benefit from conflict. One possibility is that the economy is insu-
lated against harmful effects from conflicts in the political sphere be-
cause it is protected by a strong bureaucratic apparatus acting as a buffer
between business and politics. This could happen in Japan. As already
mentioned, economic decline is quite possible in some regions while
other parts of a country prosper. This might happen in China, and per-
haps in Indonesia. In China, the main growth regions are on the eastern
coast. Pockets of extreme wealth and growth may continue in the areas
around Shenzhen and Shanghai while other regions, such as Yunnan,
Gansu or Tibet will be victims of poverty and stagnation. Another pos-
sibility is the coexistence of intense political conflict at the national lev-
el with stable autonomous local governments who continue to benefit
from foreign trade and investments. The economy of the Chinese coast
is already extremely outward-oriented.

Even during periods of political instability and paralysis of administra-
tive structures there is a possibility that business can go on as usual on
the basis of informal arrangements, personal networks, and injections of
foreign aid and investment. Normal government functions must then be
taken care of either by the firms themselves, or by local autonomous in-
stitutions. This state of affairs may perhaps not be sustainable in the
long run, but we also know that informal arrangements independent of
the state are widespread in the Pacific Asian region.

In the other unbalanced scenario there is economic stagnation or de-
cline, and yet with a stable regime. Political stability is thus achieved
and maintained in spite of unfavourable economic and social condi-
tions. This may be the case when an authoritarian regime is able to sup-
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press discontent. There could also be regimes enjoying popular support
in spite of their economic failures. It might for instance be generally rec-
ognised that stagnation was caused by foreigners, that it resulted from
the nature of the capitalist system, or that a powerful group outside of
government was responsible for the decline. The entire nation could be
conceived of as being the victim of a conspiracy of external forces. Such
perceptions provide strong incentives to national unity, consensus and,
hence, internal stability. The present nation states of East and Southeast
Asia have become well entrenched indeed, and chauvinist or xenopho-
bic sentiments may well be stirred up by fragile governments as a means
to uphold their legitimacy. There is also a tendency to advocate a re-
gional, or Asian, identity in opposition to ‘the West’. This has been
most visible, perhaps, in Malaysia and Singapore, where the main ob-
jective no doubt is to keep these multi-ethnic nations together.

It thus seems perfectly possible to maintain political stability during a
period of economic decline, but it remains questionable whether this
can be done for a long period of time. After all, there is something in-
herently unstable about economic decline. The following is an attempt
to depict what our four scenarios may look like:

High Growth and Political Stability

In this first scenario we may consider postwar Japan as a kind of ideal
type, and possibly also more recent developments in Taiwan, South Ko-
rea and Singapore. All of these countries have experienced sustained
periods of economic growth and a high degree of regime stability. In the
case of Singapore and Taiwan, the domestic political arena has been re-
markably stable. What we imagine in this scenario is that China, Indo-
nesia, Thailand, and other countries will follow in the footsteps of
Japan, South Korea and Singapore, and that those three stay put on their
course. This may entail democratisation of presently undemocratic re-
gimes, as was the case with Taiwan and South Korea in the 1980s, but
it may also take the form of ‘soft authoritarianism’ or even harder forms
of stability. The scenario assumes a certain degree of national consen-
sus, elite cohesion, and a public awareness and willingness to solve
pressing social and economic problems. Due to the growth of the econ-
omy, more resources will be available to ensure social welfare, provide

a sound management of natural resources and introduce measures for
environmental protection.

Economic growth will also provide the public revenues needed to con-
tinue building a professional, strong and well-functioning bureaucracy.
Growth and stability can furthermore be expected to induce a prudent
approach to foreign affairs, and a willingness to contribute towards re-
gional peace and security. While allowing, internally, for the institution
of a free judiciary and respect for the rule of law, economic success may

as well provide the means for expanding the control apparatus, the na-
tional police, and its military forces.

In this scenario, the leverage of Europe and North America will dimin-
ish quite rapidly while the region’s own economic and political clout
will grow. Western governments would in such a situation be wise to
link up with Pacific Asia, induce their own corporations to be active in
the region, and engage themselves in a continuous dialogue on matters
of global concern such as property rights, law enforcement, protection
of labour and the environment, and respect for basic human rights. If
Western governments fail on this score, it is possible that Pacific Asia
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wiil form an economic and political bloc to oppose or compete with Eu-
rope and North America, perhaps even starting to exert stron g influence
in South Asia, the Middle East, Central Asia and Africa, as well as in
global affairs,

High Economic Growth and Political Instability

In this scenario political instability is likely to result from an inequitable
distribution of newly acquired wealth, exacerbated by party factional-
ism, or fragmentation of the central administration. Military leaders
may find it necessary to intervene in politics, or local politicians may
seek benefits for their particular constituencies by distancing them-
selves from the central government, relying instead on personal bases
of power such as client networks, charismatic performances, control of
local means of violence, or alliances with local landowners or business
patrons. This resembles the conditions that have characterised Thailand
in the postwar period, with several military coups and almost chronic
instability on the government level, but still with one of the highest
growth rates in the region. Maybe we should also count Deng Xiao-
ping’s China in this category. Despite the perception of Den g Xiaoping
as a strong leader, the events of 1989 showed that the leading organs of
the Communist Party were far from cohesive, but the political turmoil
in Beijing, and the removal of party secretary Zhao Zhiyang, as well as
the subsequent repression, did not have more than a temporary negative
impact on China’s economic growth,

In this scenario we imagine a situation where the main productive sec-
tors are unaffected, or even stimulated, by conflict in the political
sphere. Admittedly, the bureaucracy in Thailand has not been able to
play the Japanese role of protecting business from politics, but has in-
stead been controlled by political elites with a stake in continued
growth. Despite widespread corruption among government officials
and civil servants, those public funds which haye been diverted for pri-
vate purposes have, so it seems, been funnelled into productive invest-
ments and wealth-generating activities rather than conspicuous
consumption or foreign bank accounts. All postwar regimes in Thailand
have been pro-capitalist, and have aimed to promote economic growth
and industrialisation in order to promote national strength. Moreover,
the resource endowments of the country have been favourable, net-
works of small scale enterprises and enurepreneurs have been allowed
to flourish, and there has been a general openness to trade and foreign
investment. Economically, Thailand has also benefited from pools of
cheap labour, mostly migrating from the poor rural areas, and has had
the fortune of being located at a strategic geographic position with re-
gard to world tourism and trade. Part of what Wwe are going to consider
under this scenario is a ‘thailandisation’ of Pacific Asia.

Economic Stagnation and Political Stability

In our next scenario political stability is ensured either by an authoritar-
ian regime suppressing all discontent, or a democratic system with a ca-
pacity for absorbing opposition. We may see North Korea as
representing the first category (conceivably also the much softer Laos),
while the Japanese situation since 1990 may represent the second cate-
gory. In spite of favourable endowments of natural resources, the eco-
nomic performance of North Korea has been poor in recent years, due

Thai capitalism
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to a stifling political climate, diversion of available resources to military
purposes, low incentives for individuals to engage in wealth-generating
activities, and lack of education and entrepreneurship. In 1995-96 the

country’s mismanagement is reported to have led to widespread famine.
But stll there are no signs of open revolt.

Economic stagnation within this scenario may either be caused by a
high degree of protectionism, or it may lead to demands for protection-
ist measures. For many years the socialist countries China, Vietnam,
Laos, Burma and North Korea sealed themselves off from the interna-
tional marketplace and, at least for some time, they were able to main-
tain stability that way. By contrast, the Japanese stagnation in the 1990s
has hit a nation deeply integrated in the global economy, a situation re-
sembling that of several European countries. The stagnation of the high-
ly developed Japanese economy may partly be ascribed to financial
mismanagement and deteriorating terms-of-trade, but it most probably
has deeper causes as well, such as the ageing of the Japanese popula-
tion, a shift from an excessively hard-working to a somewhat more
easy-going generation, and problems of adapting slow, systematic bu-
reaucracy to a global situation favouring 1mag1.nat10n and quick deci-
sion-making. Japan, however, does not have the option to close off its
borders since it is dependent on foreign imports for its provision of food
and energy, and since it depends on exports for its income. Japanese iso-
lationism is absolutely unthinkable. Japan depends on the world, and to
a great extent the world depends on Japan.

In Japan there will hopefully be enough political unity and popular con-
sensus to deal with the negative consequences of the recent stagnation -
the agricultural crisis, the lowering of living standards, rising unem-
ployment, social tension and religious extremism. If these social and
economic problems can be solved, there is a chance that political insta-
bility can be avoided. It is noteworthy that the political system has given
rise to a legitimate, but very real power play between two outspoken
leaders. This means that democracy has played its main role: to ensure
against social and political chaos by providing for the emergence of a
legitimate, realistic and different alternative to the current government.

There may be limits, however, to how long a country can maintain po-
litical stability if the economy refuses to grow. If an economic and po-
litical collapse were to occur in North Korea or Burma, it might either
be followed by an opening to the outside world, or result in civil war.
Thus, a timely infusion of economic assistance from abroad might be
instrumental in achieving the economic growth that could prevent a so-
cial collapse.

Economic Stagnation and Political Instability

The vicious circle of economic decline and political instability is well
known from contemporary history. With regard to Pacific Asia, two no-
table examples are the Philippines and Cambodia, two countries richly
endowed with natural resources and which by no means are overpopu-
lated. Their political instability has stemmed from a widespread use of
patron-client relationships in the building of political support, through
military intervention in the political sphere, and from a fundamental
lack of consensus within the educated elite (which in Cambodia was
very small).

In the Philippines, economic and political power are closely connected
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and the country could in a sense be labelled a ‘feudal democracy’. In our
worst-case scenario the economy will be further localised and keptata
low level of development because local landowning power-holders are
able to fend off competition from the outside. Under such conditions,
both domestic and foreign enterprises will be reluctant to invest in new
economic ventures. The level of political and economic uncertainty and
the risks of failure will simply be too high. Consequently, the economy
continues to deteriorate, and the main victims are women and the poor
segments of the population. One possible way of obtaining change in a
positive direction is for foreign governments to exert pressure on the re-
gime to improve its performance. The IMF, the World Bank, the Asian
Development Bank and Japanese banks are today the main agents of
such pressure. In Cambodia, an international community of donors and
govemments, led by the UN, was able to impose, at least temporarily, a
national reconciliation. This was done by exerting strong pressure on all
parties concerned, deploying a considerable number of peacekeeping
forces, and by organising nationwide elections in May 1993. This indi-
cates that it is possible for external powers to play a significant role in
overcoming a worst-case internal scenario, at least in a country of lim-
ited size and importance.

Let us repeat that individual countries may develop differently. Some
may move along the first scenario, others along the three worse ones.
We shall continue to think in terms of regional trends, and if eventually
the real future should converge with one of our scenarios, it would re-
quire that China conform. No scenario will be indicative of the region’s
future if it does not provide a clue to China’s development. China is so
populous, so crucial to regional security, and so important as a target for
international trade and investments, that it forms the nucleus of each
and every Pacific Asian scenario.

National and International Stability

Economic growth and political stability on the national level will of
course have positive effects on peace and security internationally as
well. The economic and political developments of the major powers in
East Asia, notably China and Japan, will have serious and inevitable im-
pact on other states in the region. China is rapidly expanding its eco-
nomic and military strength as well as its political importance.

There are approximately 25 million ethnic Chinese living in Southeast
Asia, and while they constitute only a fraction of the indigenous popu-
lations they control an important share of each country’s economic as-
sets. About 86% of the billionaires in the region are of Chinese ethnic
origin (EAAU 1995).The various governments see this state of affairs
with a great deal of ambivalence, and tensions between majority popu-
lations and local Chinese communities are not uncommon.

The political and economic situation in Southeast Asia could become
highly volatile if China were to go through large-scale internal disorder.
In our worst-case scenario, a disintegration of China might provoke a
surge of nationalist feelings and of ethnic conflict between Chinese and
indigenous populations in Southeast Asia. An internal crisis in China af-
ter the inclusion of Hong Kong in 1997, or war between China and Tai-
wan, might also force the USA, at some later stage possibly Japan, to
intervene. The scenario of the virtuous cycle will by contrast involve the
setup of frameworks for multilateral negotiations about economic, po-
litical and security issues in the region, and to develop a commonality
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of interests between China and Japan. Such international possibilities
will strongly depend on internal developments in China, and one may
even venture to say that Beijing holds the key to the future of the region.
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Chapter Three
THE ENVIRONMENT

All Asian societies have exploited the wealth of natural resources in
various ways. They have visibly transformed the landscape in order to
make it productive through agricultural and forest related activities, and
they have used water and marine resources for food production and col-
lection of other useful items. Even in pre-modern and early modern
times, these activities could be significant. Hillsides were terraced and

ment.1

Environmental Degradation

Several factors have contributed to the degradation of the environment
in the Asia Pacific region. Although over-exploitation of natural re-
sources also occurred in pre-colonial times (Totman 1989), the colonial
era had a dramatic impact on the Asian environment (Kathirithamby-
Wells 1995). New technologies made it possible to initiate hydroelec-
tric power schemes and redirect rivers for irrigation at a much larger

sible resources, or to exploit those resources to an unprecedented level.
Drainage of swamps for wet-rice cultivation and new settlements - such
as the large-scale movement of people from Java to the less popuiated
outer islands of Indonesia - has modified the natural landscape consid-
erably. The export of timber, agricultural and marine products, and var-
ious mineral resources has played a very important role in changing the
natural landscape in this region.

A relatively recent and profitable innovation like fish ponds for shrimp
cultivation has led to the destruction of thousands of hectares of man.-
grove forest along Asia’s coastlines. In addition, the extensive use of
pesticides and fertilisers in Asian agriculture has polluted large tracts of
land as a result of the Green Revolution, In addition, rapidly growing
populations in many Asian countries, coupled with new life-styles after
decades of socio-economic development, have contributed to sharp in-
creases in the demand for food, energy, and water for drinking, irriga-
tion, and industrial purposes. In the last few decades Asia’s natural

from many sources - agriculture, industries, transportation, urban cen-
tres and tourist facilities. Consequently, Asia has experienced several
environmental disasters. Agricultural and industrial discharges into riy-

1. This chapter builds, to a large extent, on a draft introductory chapter in A. Kalland
and G. Persoon (eds), Environmental Movements in Asia. London: Curzon Press,
forthcoming.

New lifestyles
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ers and lakes have contaminated people’s drinking water, causing seri-
ous harm to the health of large numbers of people. In Japan since the
1950s, discharges of mercury killed or crippled thousands of people in
Minamata and elsewhere (McKean 1981). Deforestation in Southeast
Asia and the Himalayan foothills has caused serious erosion and subse-
quent flooding. The accumulated effect is most evident in the rapidly
growing cities of Asia which, with few exceptions, are covered by thick

layers of polluted air, and located on biologically dead rivers or sea
shores.

With eleven of the world’s twenty largest cities in Asia (UNFPA 1990),
rapid urbanisation and a growing number of mega-cities have led to se-
vere problems in providing housing and infrastructural facilities. The
main problems have been larger numbers of urban poor, underdevel-
oped systems of waste disposal and serious traffic congestion. In many
cases these problems have been consciously neglected and accepted as
inevitable consequences of economic modernisation. Hence, among the
seven most air-polluted cities in the world, three are located in Pacific

Asia: Beijing, Jakarta and Shenyang; and two in India: Calcutta and
Delhi (Koh 1994).

Air pollution from industrial and other sources also has a global aspect.
Increased industrialisation in the growing economies in Pacific Asia -
especially in China - will inevitably lead to dramatically higher levels
of CO, emissions. Major industrial and large developing countries such

as China and India already rank high on the list of countries with the
largest emissions of CO,, although as seen in the figure below the Unit-
ed States and the former Soviet Union have by far the highest carbon
dioxide emissions in the world. On a per capita basis China and India
also rank relatively low as compared to the United States, the former
Soviet Union, and even Japan. China’s rapid economic growth and in-
creasing use of coal both in industrial processes and for residential heat-

ing, however, will constitute a serious problem in coming decades
(World Resources 1994-95: 202-203).

Figure 3.1: Industrial Emissions of Carbon Dioxide (CO,), 1991
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There are exceptions to this picture, however, and the two most out-
standing ones are Singapqre and Tokyo; both are today among the

from the 1970s when the city was rightly infamous for its pollution, is
remarkable. Through legislation, ‘pollution taxes’ levied on emission of
pollutants, the introduction of the latest technology, and a more active
environmental movement in Tokyo and the rest of Japan, it has been
demonstrated to the re gion that it is possible to turn trends. Other coun-
tries in the region are following suit: voices to combat environmental
degradation are increasingly vocal in South Korea, Taiwan, Thailand,
and Malaysia. Environmentalism is becoming fashionable in Asia
(Lohmann 1993), Perhaps even more important, there has been a
marked ‘greening’ within the donor community, most notably in the

World Bank and the Asian Development Bank (Mikesell and Williams
1992).

Resource Management & Conflicts over Resources

As a result of environmental deterioration, healthy living and working
conditions can only be enjoyed by those who are relatively well-to-do.

.

ally with violent clashes as a result (Anderson 1987; Torell 1984). With
the expanded authority over maritime resources which recent change to
the Law of the Sea has given to states, this competition often has an in-
ternational political dimension as well.

At times, a more intensive use of fesources or new modes of exploita-
tion may bring groups of people in conflict with their neighbours. This
is the case when the needs of upland farmers cause deforestation, land
erosion, and regular floods which severely affect people living in the
lowlands, as well as fishermen in the coastal regions. In addition, there
are conflicts triggered by new ways of using resources. Forests - for-
merly used by hunters and gatherers for provision of food, or by subsist-
ence farmers for collecting fuel, fertiliser, and fodder - have now been
taken over by logging enterprises (Rush 1992). Therefore, more time
has to be spent in collecting firewood and fodder, a change which par-
ticularly affects women. Another cxample is the shore area in Thailand
and Indonesia which previously was used by fishermen. It has now be-
come private property or has been taken over by the tourist industry,

These conflicts over access to - and control of - resources frequently take
place between centre and periphery; i.e. between the majority population
and different minority groups, or between po]iﬁca{ authorities in need of

Trends can turn

Forestry
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perceived to be ‘their forests’ (Tegbaru forthcoming).
Figure 3.2: Tropical Rainforest Lost, 1981-90
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Such conflicts, however, are seldom straightforward in legal or moral
terms. Most Asian regimes give the state substantial legal authority over
all land, whatever kind of formal tenure its occupants may hold. The use
of this authority has often been arbitrary and inconsistent. There is also
a great variety in Asian conceptions of the relationship between the
rights of individuals or the community to use particular areas of land.
The issue of moral rights to land is also complicated by the extensive
migration which has taken place in many parts of Asia. In Malaysia, for
instance, a significant proportion of ‘indigenous’ Malay population -
who claim a special relationship with the land as bumiputera (sons of
the soil) - are descendants of 18th, 19th and 20th century immigrants,
whereas Chinese Malaysians are considered non-indigenous, even
though several Chinese settlements date back at least to the 15th centu-
ry.

Asia has also experienced an increasing number of conflicts between
those who want to protect certain species or natural habitats - popularly
called conservationists - and local populations who traditionally have
exploited these resources. An international moratorium on whaling has
seriously affected small coastal communities in Japan (Kalland and Mo-
eran 1992), and the protection of tigers and elephants in India and Indo-
nesia has led to conflicts with farmers whose lives have been
endangered. Buddhist monks in Northern Thailand wanting to protect
forests have clashes with the hill tribes, and the proliferation of national
parks - now covering 4.5% of Asia’s area (Edwards forthcoming) - has
deprived farmers of important grazing land and fields for cultivation.

Conflicts over resource management, therefore, can take on many
forms: some are between states, as in the territorial disputes over the
Spratly Islands in the South China Sea; others are between local com-
munities, especially over water or forest resources. Most conflicts are
between governments and their peoples, but these can vary greatly in
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character. When a government follows the urgings of conservationists
and declares a national park or protects an endangered species, it may
be putting an end to the hunting practices of local communities, On the
other hand, it may be thwarting outsiders who hunt commercially with
modern weapons on a scale which could not be sustained. When a gov-
emment rigorously applies pollution control regulations, it may be help-
ing to create a cleaner environment, but it may also be using such
regulations as a tool to destroy the business interests of groups threaten-
ing the power of the ruling elite.

America are often more concerned with environmental degradation - to
Some extent caused by their own lifestyle - than about the viability of
local communities. They may thus pose a threat to local people in Asia
by denying local peoples access to natural resources on which their eco-
nomic subsistence, living conditions and culture depend. In a sense re-
sources are thereby transferred from the poor to the rich (Guha 1989).
The ideological dimension of these conflicts is often quite complicated.
Some Asians see this intervention by foreign NGOs as a new form of
imperialism, in which Western values are imposed on Asia, and Asians
are told to forgo economic development in order to placate Western sen-
sibilities, and to manage the consequences of extravagant Western life-
styles in the past and present. On the other hand, there have been impor-
tant Asian voices arguing that environmental protection is a nationalist
issue and that Asian countries should not allow their subordinate posi-
tion in the world economy to force them to destroy their environment
and natural heritage.

Most of these issues also have an intra-Asian dimension. Japan is re-
sented in Southeast Asia for dumping waste in the sea and for siting
‘dirty’ industries outside its own borders. Taiwan’s modern fishing
fleets have caused severe ecological degradation in fishing grounds tra-
ditionally used by Southeast Asians and Pacific Islanders. Thailand’s
protection of its forests by means of a ban on timber exports has led Thai
entrepreneurs to exploit the forest resources of Burma, Laos, and Cam-
bodia, where there is neither government will nor popular environmen-
tal interest to resist deforestation.

There are also some positive developments. Just as the introduction of
new technology has been a major cause of environmental degradation,
technological innovations are also solving many problems. In Indone-
sia, a pest management programme, involving a drastic reduction in the
use of pesticides in rice cultivation, has reduced the once sharp conflict
between agriculturists and environmentalists (World Resources 1994-
95: 116). Changes in the technology and cost of pollution control have

ly a question of funding, whereas the former is about nation-building
and power relations between parties with claims on natural resources.

‘Environmental
imperialism’
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Environmental Movements in Asia

The activities of environmental movements will be an important factor
in the future. Environmental problems facing people in this region are
many, and the variety of strategies employed by environmental organi-
sations and action groups in Asia is enormous. These groups differ
widely in their aims (Rush 1992; Kalland and Persoon forthcoming).
Some address a wide range of issues and cover entire regions, while oth-
ers are narrowly focused on specific problems at a particular site. Some
are actively cultivating international organisational linkages, while oth-
ers deliberately avoid wider engagement. Some groups treat environ-
mental questions as a part of a panoply of political, social and economic
issues, while others strictly exclude non-environmental issues from
their agendas. Actions taken by these groups may be non-violent forms
of opposition, but also include aggressive and militant resistance
against outside interference. They also engage in public awareness cam-

paigns, political lobbying, solid scientific research, and investigative
journalism.

There is also a difference between organisations fighting against envi-
ronmental degradation, and groups promoting and actively trying to op-
timise the use of natural resources. Some of the local environmental
movements have come into existence and operate on the basis of a pure-
ly negative agenda (Sayer 1995). They fight against encroaching outsid-
ers, for example when there are plans to construct a dam or a highway;
when concessions for fishing, mining or logging are leased out, or when
nature reserves are established which will prevent them from using nat-
ural resources. Other organisations take action in order to improve the
situation by initiating new methods of resource utilisation. In some cas-
es they seek to regulate resource use by closing hunting periods, by pro-
hibiting the use of certain tcchnologlcs, or by reorganising systems of
waste disposal. Some communities, who find that political authorities
are unwilling or incapable of safe-guarding their interests, organise self-
help groups to try to implement what the government has failed to do.

Environmental movements were virtually unknown in Asia until the
mid-1970s, and their social and ideological character varies considera-
bly from country to country. Because of political repression, environ-
mental organisations hardly exist in China, North Korea, Burma, and
several states in Indochina. In Taiwan, citizens’ groups fighting pollu-
tion began to develop only after the lifting of martial law in 1987; in In-
donesia, by contrast, environmental groups have been permitted to
operate since the late 1970s, despite an otherwise repressive political
environment. They have not been seen as a threat in conventional terms.
In the Philippines, environmental groups have been associated mainly
with the political left, whereas in Thailand some environmental issues -
notably the ‘protection’ of forests by non-Thai shifting cultivators -
have appealed to the political right. Environmentalists in Indonesia
have generally been receptive to the idea of a broad coalition of groups,
at least for the exchange of information and ideas, whereas environmen-
tal movements in Japan and Taiwan have been fragmented into thou-
sands of localised groups with very little national co-ordination.

The environmental movement in Taiwan may be a good example of
such fragmentation. The majority of environmental protests in Taiwan
are led by local organisers, mainly in response to local problems, and
these groups are fairly fragmented across the island (Weller and Hsiao
forthcoming). With respect to environmental protests, Japan has en-
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joyed a democratic politicai system for decades with freedom of speech
and association, but the Japanese situat:iop nevertheless very much re-

ticularism in Japanese culture. Rather than rallying under the banner of
universalistic norms and abstract ideolo gies, the Japanese are mobilised

to correct very concrete and immediate problems (McKean 1981; Grif-
fith 1990).

Whereas the focus for most of the campaigns in Japan and Taiwan is
pollution and the quality of livin g conditions, the main focus for their
Thai counterparts seems to be conservation and access to natural re-
sources, reflecting the rapid depletion of resources in their country. But
as in Japan, the Thai NGOs are typically formed around charismatic in-
dividuals who rely on face-to-face relations to build group solidarity
and support, which in turn causes fragmentation and lack of co-ordina-
tion (Brockelmann 1989; Lohmann 1993). The Thai environmental
movement has nevertheless grown strong enough to force commercial

logging interests to cast their eyes on Burma, Cambodia and Laos in-

(SAM) playing a prominent role (Rush 1992). It is internationally active
and has been a driving force behind a number of regional linkages. In-
donesia presents a totally different picture with ti ght control of most or-
ganisations. Only a few environmental groups receive official approval,
and these support and facilitate the work of other groups, including in-
ternational NGOs,

The environmental discourse is often used by various groups en gaging
in social protest as a means of making themselves less vulnerable to re-
pression by political authorities. The articulation of environmental is-
sues are often more easily accepted than other forms of social
resistance. Environmentalism is thus being used as a vehicle for veiled
political organisation, especially in semi-democratic and non-demo-
cratic political systems. Environmental groups encounter a wide variety
of responses from state authorities, In Japan, environmentalists are in-
corporated along with other interest groups in local political fiefdoms,
In Malaysia, environmentalists have been treated as hostile radicals
linked to international interests, and in Indonesia the government has
made considerable efforts to co-opt the environmentalist movement for

High Economic Growth

High economic growth will have both positive and negative conse-
quences for the environment, because high growth puts greater pressure
on the environment while also creating the financial and technical re-
sources to tackle environmental problem:s. Only a few Asian countries
- albeit such important ones as China, Vietnam and Burma - are still at

NGOsin
Southeast Asia

Political
environmentalism
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environment.

Industrial pollution is unlikely to be the most serious environmental
threat in high-growth conditions. Better communication will allow a
more environmentally responsible siting of industries, a more efficient
use of resources now wasted in inefficient exploitation processes, and
will permit investment in technology to control pollution. The relatively
authoritarian traditions of many Asian governments and the limited pos-
sibilities for democratic change give such governments a long-term
planning horizon in which arguments for environmental protection
based on economic grounds can receive a sympathetic hearing. On the
other hand, rapid industrialisation will increase the demand for energy.
Many Asian nations see nuclear power as one way to satisfy their grow-
ing power demands and reduce their dependence on other nations for
imported fuels; nuclear power is also valued simply for its prestige.
Countries such as Japan, South Korea, Taiwan and China plan to ex-
pand their already substantial nuclear power programmes, whereas In-
donesia and Vietnam hope to either launch new programmes or expand
small ones. In China’s Ninth Five-Year-Plan (1996-2000) the stated ob-
jective is to significantly expand the nuclear energy supply in the South-
east coastal region, thereby sustaining the current momentum of
economic growth (Hagen 1995).

More significant will be the environmental issues arising from develop-
ment of the rural and urban infrastructure. In all of Asia, with the pos-
sible exception of Singapore and Japan, infrastructural development has
lagged behind economic growth. Massive construction programmes for
highways, airports, harbours, telecommunications, waste management
and water supply will be necessary if economic growth is to be sus-
tained, and this will lead to a transformation of the landscape compara-
ble to that in industrialised north-western Europe. Rural infrastructural
development will also be significant in this scenario. Reclamation and
drainage of swamp land for wet rice cultivation and planned settilements
will become an even greater threat to lowland forests than today, and
millions of people will be forced to resettle in connection with such
projects. If unchecked, high economic growth will certainly cause se-
vere environmental stress. The introduction of new technology will also
make possible the exploitation of hitherto inaccessible resources or to
the exploitation of resources in new ways or at unprecedented level.
They will also make possible the redirecting of rivers for irrigation and
hydroelectric power schemes at an unparalleled scale.

Although new technology will allow more intensive exploitation of for-
merly remote and inaccessible areas, the loss of agricultural land to ex-
panding cities is likely to entail a growing dependence on food imports
from the temperate southern hemisphere, especially Australia and New
Zealand. Lester Brown recently posed the crucial question of whether
China will be able to feed itself in the future. In Brown’s perspective the
prospects are bleak for a number of reasons, and he predicts that China
- with a growing population and diminished domestic capacity for food
production - will inevitably have to import food, causing a dramatic rise
in world prices, with serious consequences for other low-income food
importing countries (Brown 1995). Other agricultural experts have re-
futed Brown’s pessimistic thesis, and claim that if proper measures are
taken, China will indeed be able to feed itself.
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Factors that may lead to a food crisis in China:

* Many consumers will move up ‘the food chain’. They will eat
more meat, fish, eggs, dairy products, plant oils, fruits and vege-
tables, and less rice.

* the amount of arable land is diminishing

* there is not enough water for irrigation

* there is little opportunity for further major increases in yields

Factors that may prevent a food crisis in China:

» more efficient use of water

* shift to high quality fertilizers, thereby shutting down local low-
quality factories.

* reduction in waste of crops during harvesting, threshing, drying,
storage, transport and processing

* more efficient pork production

* promotion of consumption of chicken, fish and dairy products
rather than pork.

Source: Brown 1995. Han 1995: 7-8. Smil 1996: 32-34. NIAS 1996

Most significant of all will be the rising levels of urbanisation. The
number of mega-cities will increase and rural areas will be affected by
urban life-styles. If affluent people all over Pacific Asia pursue these
new life-styles it will have a tremendous impact on the environment. A
growing share of the urban populations in Asia will require greater ac-
cess to material resources (paper, water, energy, building materials)
than rural populations of comparable size, although living standards for
the vast majority of these people will appear squalid by Western stand-
ards. Private consumption will rise to unprecedented levels, with great
demands on food stuffs, clothing, housing, recreation and transporta-
tion. Traffic congestions of the Bangkok and Taipei type will character-
ise a great number of cities, causing enormous problems unless firm
restrictions are placed on private car ownership. Uninhibited consump-
tion patterns and the predilection for showin g social status by conspic-
uous consumption in many Asian cultures will lead to a rapid and very
serious depletion of natural resources. The spread of Western-style con-
sumption patterns in the populous nations of Pacific Asia will lead to a
tremendous stress on resources, with unsustainable consequences for
the natural environment both locally, regionally and globally.

As individual consumption patterns give rise to growing domestic mar-
kets for timber, fuel, food and other products, the demand for raw ma-
terials on the world market increases as well. This creates added
incentives for exploitation of resources beyond their sustainable use,
and this will eventually cause more competition and conflict between
different user groups (e.g. industrialists versus shifting cultivators; fish-
ermen Versus tourists) as weil as within user groups (between fisher-
men). These conflicts over the use of natural resources will often be
fought between people living at the periphery and those in the commer-
cial and political centres, where the latter will encroach on the resources

Urban lifestyles
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of the former. Frequently it will involve minority peoples fighting for
the right to the natural resources they hitherto have relied upon for a liv-
ing. This scenario will therefore raise the question of the rights of indig-
enous peoples and, more broadly, human rights. Hence, there is a
potential for armed conflicts over access to natural resources.

Whereas conflicts over natural resources will occur mostly in rural are-
as, leading to dislocation of many people, the effect of toxic industrial
emissions and increased consumption will be most evident in and
around the rapidly growing cities. As a consequence water, clean air and
a healthy environment will be increasingly scarce. Many cities will find
it difficult to handle waste disposal from households and industry and
to provide the population with an adequate infrastructure and services.
Economic booms will strain human resources within the construction
industry. The probable consequences: disasters like those recently oc-
curring in South-Korea and Malaysia (collapse of a bridge and depart-
ment store; explosion in a subway; collapse of an apartment block).

On the other hand, since urbanisation tends to concentrate environmen-
tal problems geographically, it also brings a number of advantages. Ur-
ban populations tend to reproduce at substantially lower rates than rural
populations, partly because a variety of birth control techniques is avail-
able, partly because having children incurs greater costs and less bene-
fits than in rural areas. The birth-rate has already fallen to 10 per mille
in Japan, and is rapidly decreasing in the NIC countries. In short, there
will be a gradual decrease in population pressure in the countryside, and
a concentration of population pressures in the cities. This scenario thus
implies that population growth will not be an important destabilising
factor. High economic growth will also lead to more educated citizens.
This does not necessarily mean that a higher environmental awareness
will emerge, but educated people will be better able to cope with envi-
ronmental disasters and find solutions. Higher education and urbanisa-
tion will moreover stimulate the development of environmental NGOs.

High economic growth, under whatever political regime, makes it pos-
sible to use modern, less-polluting technologies. New and less labour-
intensive technologies will become more economically viable, due to
rising labour costs and environmental regulations. This may lead to a
conflict of interest between industrialists and environmentalists on the
one hand and laid-off workers on the other, particularly in the least de-
veloped areas where there are few alternative work opportunities. The
former alliance will, with assistance from the industrial world, go for
the latest technology to combat rising labour costs as well as possible
political problems from environmentalists. The inevitable conclusion is
that the impact of high economic growth on the environment will to a
large extent, depend on political authorities. A high profile for environ-
mental issues may not mean that arguments for environmental protec-
tion will always take prevalence in solving social and economic
conflicts. However, such conditions are likely to attract serious atten-
tion to environmental matters.

High Economic Growth and Political Stability

Political stability in a context of high economic growth will mean more
serious and careful attention to environmental issues. This is partly be-
cause governments will feel able to plan further into the future. and part-
ly because political stability is likely to result either from growing
political consensus or from continuing political repression. If issues of
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national identity or of ethnic or class conflicts diminish in importance,
or are removed from public discussion, then environmental issues are
likely to become a major vehicle for political debate, ensuring that such
issues at last receive serious consideration during the policy-formula-
tion process. Although the global trend towards deregulation and priva-
tisation suggests that business interests will have greater rather than less
freedom to damage the environment, the examples of Singapore and In-
donesia suggest that governments will find environmental protection to

be a useful vehicle for continuing to intervene in the economy and in so-
cial affairs.

High economic growth will, in the initial phase, imply severe environ-
mental degradation; but it will provide the means to prevent pollution
and resource degradation, and to repair environmental damages. Politi-
cal stability can work different ways, particularly if it is based on au-
thoritarian rule. Political stability may imply a high degree of control,
and where the central authorities put a clean environment high on the
agenda, as in Singapore, this is the scenario best equipped to combat en-
vironmental deterioration. However, where the authorities place top pri-
ority on economic growth - as is currently the situation in China - this
will be detrimental to the environment. Protests against environmental
degradation will have severe difficulties in being heard, and when ex-
pressed they will often be a disguise for a general social critique of the
authorities. NGOs will be under surveillance, and collaboration with
NGOs in the industrialised world will largely have to go through official
channels.

Political stability can also have a democratic form and involve the de-
velopment of a vital civil society, as in Japan and, to a lesser extent, in
Thailand and the Philippines. There will be various ways for the public
to address environmental questions, both by direct action through envi-
ronmental groups and through elections. Politicians are therefore likely
to listen to protests while at the same time trying to externalise the costs.
There will be conflicts of interest between conservationists and labour.
Both of these are important groups for politicians, who therefore most
probably will support environmental issues of relatively little relevance,
such as the establishment of national parks at home and abroad. This
will not necessarily be in the interest of ethnic minorities who may have
to pay for their government’s need to cultivate an environmental image
by being deprived of unrestricted access to natural resources. A demo-
cratic political system will encourage the development of a national en-
vironmental movement which will be less dependent on support from
abroad. High growth will also cause conflicts between human rights -
and particularly the rights of indigenous people - and conservation in-
terests. The growth of an affluent urban population may strengthen the
conservation movement, thus producing requests for national parks and
other restrictions on the exploitation of natural resources - which in turn

may pose a threat to the rights of indigenous people and others who rely
on harvesting of natural resources.

Whether democratic or authoritarian, the stable growth scenario will
create conflicts between local people and the political and economic
elite in the centre. A democratic system can play a constructive role in
settling such disputes amicably, especially due to the constructive par-
ticipation of a number of local and international NGOs, However, if
there is no clear political majority and the executive is constantly forced
to accommodate conflicting interests: then disunity, games of coalition-
building and political bickering will inhibit legislation and firm envi-
ronmental action.

Democracy
can be beneficial

for the environment

Human rights
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High Economic Growth and Political Instability

As we have argued elsewhere, high economic growth is an important
source of legitimacy to any Asian government, and long periods of high
economic growth will probably go hand in hand with an internally sta-
ble political situation (as in Japan where the Liberal-Political Party
ruled without interruption between 1955 and 1993). By contrast, it is
also possible to imagine a high-growth scenario in combination with
political instability, caused either by growing social and regional ine-

qualities, middle class demands for democratisation, or international
conflicts.

In times of international instability, high priority will be given to the
buildup of military strength and the economy to support this. Less atten-
tion will be paid to the environment. A feeling of insecurity will be in-
timately linked to a sense of vulnerability, in which governments
perceive their countries as missing opportunities to reach their targets
due to both internal and international forces. Japan will be a case in
point. There will be a feeling of vulnerability due to lack of natural raw
materials, a heavy reliance on international trade, and a culture that is

radically different from those of other Asian nations as well as that of
the West.

High economic growth has firmly integrated Japan into the international
market, which has made the country more vulnerable to international
criticism. This has not gone unnoticed abroad and threats of trade-wars
have so far been efficient means to open the Japanese market. Similar
pressure has been brought upon Japan to make the country give up
whaling and drift-netting. However, sustained pressure - and Japan-
bashing in the US, Korea, China and Russia - may cause resentment and
add fuel to growing nationalist sentiment. Whaling and eating whale
meat have become important symbols of Japanese identity. Similar
mechanisms may operate in China and other countries in Asia - for ex-
ample Malaysia, which has been heavily criticized for its destruction of
rain forests and tropical hardwoods. The result will be the same: a feel-
ing of vulnerability and threat. Consequently, the exploitation of natural
resources will not only be seen as an obvious right of sovereign nations,
but to do so will take on a symbolic significance, particularly in the
fields of national identity and sovereignty. Many Japanese perceive the
present state of affairs as a competition between nations. This scenario
may thus lead to a competition over how to define the international en-
vironmental agenda, but in a politically unstable situation it is more
likely to result in a competition for raw materials and military power,
with very negative consequences for the environment.

Economic Stagnation

Low or negative economic growth will have both positive and negative
consequences for the environment. Economic stagnation will diminish
pressures on natural resources for industrial production, but increase the
pressures of population growth. At the same time, low growth is likely
to imply the continued use of old, inefficient and more polluting tech-
nology while leaving governments without the financial and technical
resources to tackle environmental problems.

Economic stagnation will reduce the immediate pressure on natural re-
sources. Fewer mega-projects will be implemented, and per capita con-
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tal protection and sustainable use of natural resources. They will in
international fora argue, as India has done repeatedly, against the adop-
tion of new and more expensive technology on the premises that the in-

For this reason and to avoid social upheavals caused by increasing un-
employment, low growth societies will continue to use out-dated tech-
nologies with serious environmental consequences. Investments in
security measures will be reduced to a minimum, with the likely result

more common. Poor materials and workmanship will lead to sub-stand-
ard construction of buildings. Lack of money to cover maintenance
costs will also make such installations (including those made in the nu-
clear sector) unsafe. Lack of capital will also delay improvements in ag-
riculture and force farmers to continue harmful farming methods,
including the use of chemicals dangerous to human health as well as to
the environment. Intensive land use to compensate for low yields will
reduce the fertility of the soil and hence increase erosion. People will

The lower per capita consumption rate will largely be offset by steady
population growth. This will add to the populagion dgnsity_ both in urban

cated at marginal lands - swamps, low-lying coastal areas, riverbanks,
hill sides - are more vulnerable to the forces of nature, and catastrophes
at an unprecedented level will follow in the wake of storms, heavy rain-
falls, volcanic eruptions and earthquakes.

outside donors and will not be firmly based Among grass-roots activists,
but led by a few, mostly Western-trained academics,

Economic Stagnation and Political Stability

Industrial
accidents

Slum

Floods

-
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The situation will be very different in the more developed countries,
particularly if economic stagnation occurs after the majority of the pop-
ulation has already attained a high standard of living. Around the year
2015, several of the most advanced Asian countries will have moved
from high-growth to low-growth situations. Japan has already entered a
period of low growth (around 4-5% 1975-1990; and stagnation thereaf-
ter). This is also likely to happen in Korea, Taiwan and Singapore at
some point before 2015. In Japan, this has led to a more unstable polit-
ical situation with a break-up of the Liberal-Democratic Party (LDP).
Since the 1980s there has also been a proliferation of new religious
sects, often with a millenarian flavour, the most famous being Aum
Shinrikyo, responsible for the gas attack on the Tokyo subway in 1995.
The increasing instability of the situation in japan is a timely reminder
that growth may be an important source of legitimacy for any ruling
party.

Instability in this context, however, is unlikely to have any serious ef-
fect on the environment. At high GDP levels, the shift from high to low
economic growth or stagnation is linked to a move from secondary to
tertiary industries. The ‘post-industrial age’ implies a reduced pressure
on natural resources. Moreover, in the post-industrial society there is a
greater scope for political pluralism, with environmental NGOs playing
a more pronounced role. We can therefore expect that efforts will be
made to improve the environment. This positive development is, how-
ever, dependent on a smooth transition of the labour force from second-
ary to tertiary industries without massive lay-offs of workers. As we
know from Europe and North America, rising levels of unemployment
usually lead to conflicts between economic and environmental interests,

which in turn may destabilise the situation considerably and result in en-
vironmental setbacks.

Economic Stagnation and Political Instability

From the environmental point of view the worst-case scenario is the
most thoroughly discussed in chapter six, with a collapse of regional
collaboration and war between nations. The situation will not be much
better if one of the larger countries, such as China, breaks down. A war
in Asia may have disastrous consequences for the environment for sev-
eral reasons. Warfare itself plays havoc with the environment: laying
waste forests and fields and contaminating water sources. Dams are
likely targets for attacks. Millions of people will be driven from their
homes into refugee or resettlement camps. Political instability and mil-
itary buildup in and of itself will redirect investment away from the en-
vironmental sector, leading to a downgrading of its priority.

A similar situation may emerge if one of the smaller countries in Pacific
Asia disintegrates. In such a situation the central government is likely
to concentrate on its fight against separatist movements. Burma has
been in this situation since 1947, and the Philippines remains preoccu-
pied with fighting the Muslim ‘Moro’ movement in the South. Such sit-
uations leave little room to manoeuvre for environmental movements,
but there will be differences between countries. For example, while
Burma has hardly any environmental NGOs at all, the Philippines has a
proliferation of such organisations. We need therefore to look beyond
the question of political instability as such, and take cultural factors and
political systems into account. Generally, however, it is clear that sound
environmental policies depend on a reasonable degree of political sta-
bility and the preservation of peace.
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Conclusion

If we analyse the factors most likely to work for the protection of the
environment, we will find that some of them may, under slightly differ-
ent circumstances, also work in the opposite direction. High economic
growth is such a factor. High growth makes it possible to repair damag-
es and to use new and environment-friendly technology. It is also like] y
to bring about lower fertility rates, better education, and popular partic-
ipation in political processes. Coupled with a laissez-faire attitude, how-
ever, high growth can impose severe hardship on the natural
environment. One of the most significant outcomes of high economic
growth will be the rising levels of private consumption and new life-
styles among increasingly affluent populations. This development will
have undeniable - and mostly negative - effects on the environment.
Higher levels of both public and private consumption, as well as an ex-
panding demand for raw materials on world markets will seriously
threaten the environment, and lead to a more rapid pace of resource de-
pletion.

Perhaps the greatest challenge for Europe and North America 1S that of
reforming their own societies in an environment friendly way. They can

a replication of the environmentally destructive life-style which has
characterised 20th century Western society.

Factors contri buting to environmentai protection:

* high economic growth and political stability.

* (ransition to a post-industrial society.

* higher levels of education and the development of civil society.

* new and inexpensive environmental technologies.

* vigorous international discourse on environmental as well ag
human rights issues.

* combination of state and loca] management of natural
resources.

* new environmcnt-fricndly lifestyles.

Factors detrimental to the environment:

* high growth in a context of laissez-faire.

* political instability or warfare,

* high population growth.

* ethnic conflicts over access to natural resources,

* new lifestyles characterised by uninhibited consumerism.
* overly centralised resource management,

A new
Western model?
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Chapter Four
POVERTY

In 1990, more than 800 million of the world’s 1.1 billion poor people
were Asians. According to the World Bank, 280 million of them lived
in Pacific Asia. Thus, in spite of sustained economic growth, poverty in
Pacific Asia is far from being eradicated (World Development Report
1990: 29). Poverty has been reduced, but not to the extent one might
have expected in view of the region’s impressive economic perform-
ance. This seems to confirm Paul Krugman's assertion that ‘if there is a
secret to Asian growth, it is simply deferred graufication, the willing-
ness to sacrifice current satisfaction for future gain’ (Krugman 1994:
78).

According to the World Bank, China accounted for 210 million of Pa-
cific Asia’s poor in 1990, which leaves only 70 million in the rest of the
region. This, however, is too good to be true for Southeast Asians. Ac-
cording to the United Nations Development Programme (UNDP), there
are 120 million people — not 210 million — living below the poverty line
in China (Human Development Report 1992: 132-133). Moreover, data
provided by the UNDP and the Asian Development Bank indicate that
as late as 1990 there were still at least 40 million poor people in Viet-
nam, between 30 and 40 million in Indonesia and the Philippines, 15-20
million in Burma, and around 15 million in Thailand (Human Develop-
ment Report 1992: 131-133: Asian Development Bank 1995: 9). Even
in Malaysia there may still be 3-5 million living below the poverty line.
Accordingly, we must reckon that at least 150 million Southeast Asians
live in poverty even today, and 120-130 million in East Asia.

Figure 4.1: Poverty in Worid Regions, 1990
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The ‘poverty line’ is defined as
an income level below which a
minimum nutritionally ade-
quate diet plus essential non-
food requirements are not
affordable. The World Bank,
which is responsible for col-
lecting data on poverty, recog-
nises the difficulty of defining a
single poverty line valid for ail
countries. but for reasons of
comparison has defined a ‘uni-
versal poverty line’ at an indi-
vidual income of USD 375 per
year, measured after adjustment
for purchasing power in each
individual country. This line
was used in World Bank Devel-
opment Report 1990, which
focused on poverty. The World
Bank has since then adjusted its
definitions (Third World Guide
93/94: 86).
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The Human Development
Index (HDI) has three com-
ponents: life expectancy at
birth. educational attainment
including adult literacy, and
income. The HDI examines
the average condition of all
people in a country. Distribu-
tional inequalities between
various groups in society —
such as between men and
women — have to be calcu-
lated separately.

There is no doubt, however, that both East and Southeast Asia have ex-
perienced significant progress in welfare, health and education. The
most common measure used for international comparisons of socioeco-
nomic development is the Human Development Index (HDI), put to-
gether by the UNDP. The HDI is a composite index including income,
health, and education. Its main drawback is that it does not take into ac-
count regional differences within nations, which is especially problem-
atic in large and populous countries like China and Indonesia. Nor does
itreflect inequalities between different groups in society such as income
gaps between men and women (although the UNDP has tried to com-

pensate for the latter deficiency by developing an HDI adjusted for gen-
der.)

Figure 4.2: Human Development Trends, World Regions, 1960-92
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Over the last two decades the overall HDI level in Pacific Asia has
greatly improved, but this has also been the case in other parts of the
world. As shown in figures 4.2 and 4.3, human development in Pacific
Asia has been only moderately better than in South Asia, Latin Ameri-
ca, the Middle East and North Africa. Latin America remains far more
advanced in terms of human development than Pacific Asia, and the
Middle East and North Africa are on the same level. The only regions
clearly behind Pacific Asia are Sub-Saharan Africa and South Asia.

There 1s a long way to go before Pacific Asia can approach the Europe-
an level.
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If we look at individual countries, J apan, Hong Kong and South Korea
receive a ranking equivalent to the European level (3, 24 and 31 respec-
tively), and China shows an impressive improvement. At the other end
of the scale we find Burma and Laos (ranking 132nd and 138rd) which
must still be counted among the poorest countries in the world. It is
noteworthy that Indonesia has a much lower score on the Human De-

velopment Index than China. Also the Philippines ranks lower than Chi-
na.

Figure 4.3: Human Development Trends, Pacific Asia, 1960-92
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One pertinent indicator of a population’s human development is life ex-
pectancy at birth, which in turn depends on the level of infant mortality.
By 1992, life expectancy in East Asia and Southeast Asia was nearly
85% of that in industrial countries, and infant mortality in East Asia had
declined by 70% in the period 1960-92, from 146 infants per thousand
live births to only 42. In the early 1990s newborn Asians thus have a
much greater chance of growing up than at any time in the past. But then
again, this is a global trend. Life expectancy at birth has increased all
over the world, and only moderately more in Laos. Indonesia. Vietnam
and in Thailand than in other Third World countries such as Zambia.
India, Egypt and Brazil. Again, however, the very sharp decline in in-
fant mortality in China is extremely impressive.

South Korea,

Thailand, China and
Indonesia improved

most from 198(-92
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Life lengths have
increased globally

Figure 4.4: Life Expectancy at Birth (years) 1960-90. Select Pacific
Asian Countries, and Countries for Comparison
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Social Risks and Government Programmes

Poverty is affected by both market forces and public policy. The crucial
question is the relative importance of each. In a weak state, where the
government 1s unable to control the distribution of resources, it will be
difficult to reduce or alleviate poverty, even if the economy soars. That
the rich are becoming richer does not necessarily mean that the poor
will become less poor. In fact, in a context of economic growth the in-
equalities in wealth and income opportunities between different groups
of people tend to increase. Most governments therefore devise pro-
grammes to overcome poverty. The main purpose of such programmes
is to address ‘social development risks’, and to allocate limited resourc-
es to prevent them. In the course of economic development the profile
of social risks — to health, living conditions, education and employment
— change, and this implies that policy initiatives also need to change
from one stage to the next. Bruce Koppel, who has examined the con-
cept of social development risks in a Pacific Asian context, points out
three types of risks:

Traditional social development risks which are related to conditions of
extreme poverty: short life expectancy, vulnerability to diseases, lack of
health care, low rates of primary education enrolment, and a great
number of children in the population (high age-dependency ratio).

T'ransitional social development risks which refer to social problems in
the transition from a rural to an urban society when the bulk of the work

60



Poverty

force shifts from employment in agriculture to industry and services.
Transitional risks include: uneven coverage of health and education
services, urban underemployment, low rates of secondary school com-
pletion, and discrimination of females.

Modern social development risks which emerge as a consequence of
economic and urban development: cancer and heart diseases, problems
of financing non-workers (children. aged and unemployed), unstable
family structures, exposure to drugs, etc. (Koppel 1996).

Governments in Pacific Asia will face the challenge of all three kinds of
risks at the same time, but with emphasis shifting from the first through
the second to the third. This requires highly adaptable and innovative
govemment programmes. Commonly, governments are tardy to adjust
to new challenges and focus on programmes meant to overcome the
problems of yesterday. The need for adaptability is also a challenge to
the international community, includin g donors, who may assist govern-
ments in Asia to address new risks in time. As argued in chapter one,
there is good reason to believe that the present economic growth will
continue for at least another decade, and that poor countries such as
Cambodia, Laos and Burma will also get their share of the growth. For-
eign aid may in the future not primarily consist of supporting pro-
grammes to provide public services — such as education and health-care
—or to repair damage done by market forces (environmental protection),
but could also take the form of advice to governments on how to design
and carry through policies reducing poverty more radically by ensuring
an equitable pattern of economic growth among different groups in so-
ciety.

A key instrument to ensure a fair distribution of economic opportunities
is to provide inexpensive credit to smail enterprises and peasant house-
holds. It is essential to make sure that female-led households have the
same access to credit as households led by men.

Rural Poverty

Together with environmental de gradation, rural and urban poverty con-
tinue to pose major obstacles to human development in Pacific Asia.
Economic backwardness is especially prevalent in the rural hinterland
of inland China, the outlying islands of Indonesia. the highlands of Bur-
ma, Thailand and Laos, in numerous rural areas in Cambodia, Vietnam
and the Philippines, and in the back alleys of many large cities.

The majority of poor people live in the countryside. In 1990 the percent-
age of the poor living in rural areas was almost 70% in the Philippines.
80% in Thailand, and 90% in Indonesia (Quibria 1994). There are also
regional disparities within countries. In Indonesia the incidence of pov-
erty is markedly higher in outer Indonesia: in Aceh, Kalimantan. Su-
lawesi, and East Timor. In China the majority of the poverty-stricken
areas are located in provinces in North- and Southwestern provinces
such as Xinjiang, Qinghai, Ningxia. Gansu, Guizhou and Guangxi. On
the other hand, there are also pockets of poverty in the highlands of Chi-
na’s coastal provinces such as Fujian. These poor areas are often adja-
cent to bustling commercial centres.

In Thailand, the dry and arid Northeast is markedly poorer than the
well-irrigated central plains. Poverty is also related to the cultivation of
different crops. In the Philippines, farmers engaged in the production of

Social development
risks

Adaptability

Inexpensive credit
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Peripheries

Ethnic minorities

Lack of credits

rice have had much lower incidence of poverty than coconut- and corn-
producing farmers. The rural poor in Asia generally tend to be charac-
terised by greater dependence on agriculture — either as small cultiva-
tors, tenants or agricultural workers — whereas those who eamn their
income from rural industry and commerce usually manage to achieve
higher standards of living (Quibria 1994: 9-11).

Different kinds of poverty prevail in the countryside: There are rural ar-
eas located in the periphery — usually far away from market centres and
the main arteries of economic activity, which comprise entire commu-
nities of rural poor. In Central Sulawesi, for instance, almost 44% of all
villages have been classified as poor, and in Guizhou province in South-
western China 20% of all counties are classified as poverty-stricken ar-
cas. These areas are often located in the highlands and are inhabited by
minority groups that have been marginalised in earlier historical peri-
ods. Peripheral communities treading a delicate line between material
subsistence and poverty include fishing villages, slash-and-burn culti-
vators, hill-tribes, and pastoralists.

Ethnic minorities suffer not only from geographical isolation, but also
from a peripheral status: lack of education, lack of health care. Policy
programmes decided upon by central government authorities usually
pay little attention to minority rights. Minorities are rapidly losing their
natural environment and are increasingly threatened by a market-based
cash economy. It is quite clear that the growing importance of the mar-
ket economy, and the strengthening of state capacity are mixed bless-
ings to these communities. On the one hand, people in the periphery
have an opportunity to engage in market transactions with more pros-
perous areas. On the other hand their land and other natural resources
are exploited by external forces, and in their interaction with core re-
gions of the national economy they are vulnerable to unwanted changes.

Large numbers of people in the countryside are either landless or lack
the resources to cultivate their land, or are underemployed. Although
the distribution of land is relatively equitable in China and much of
Southeast Asia (with the notable exception of the Philippines), many
small-holders have been forced off the land as they cannot afford to pur-
chase fertilisers, pesticides, machinery or petrol. Some have left agri-
culture in search of other employment. Poor peasants often face great
difficulties in gaining access to credits. Sometimes the main problem is
to get legal access to farm land. In Thailand, for example, a majority of
the small-scale farmers have converted nearly 30 million acres of gov-
ernment forest into farm land, but they have no documents showing
their legal title to the land (Quibria 1994: 15).

Rural poverty is often due to landlessness and marginalisation resulting
from national infrastructure development projects, environmental de-
struction, or armed conflicts. It is difficult to calculate the number of
landless farmers in East and Southeast Asia. Causes of landlessness
vary, but the chief cause is population pressure on a limited and shrink-
ing supply of arable land. Soil erosion, for instance, is threatening 40%
of Vietnam’s land and 2.8 million shifting cultivators have been reset-
tled. The recent Land Law does not recognise slash and burn agricul-
ture. Vast areas require massive rehabilitation efforts before they can be
reclaimed for agriculture (Kerkvliet and Porter 1995: 21).

Environmental degradation also has a major impact on rural poverty. In
several regions of East Asia the area of arable land has declined as gen-
erations of use and misuse have transformed fertile soil into wasteland.
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In other cases it has been the result of erosion, floods or natural disasters
sweeping away the top soil. Armed conflicts between governments and
guerrillas in countries like Burma, Cambodia, Indonesia, and the Phil-
ippines have destroyed arable land and displaced rural communities
composed mainly of poor farmers and tribal people. These refugees are
often resettled in far-flung, non-arable or forested lands, or forced to
settle in areas already occupied by inhospitable settlers (Third World
Guide 1993/94: 45). The economies of Vietnam, Laos and Burma are
heavily dependent on agriculture, and more than three quarters of their
population live in the countryside. Poverty in these countries will large-
ly need to be addressed by intensification of agriculture, and by promot-
ing non-farm sectors of the economy in rural areas. Better irrigation
Systems and improvements in infrastructure are desperately needed,
since many isolated areas cannot be reached by car, and are totally in-
accessible during rainy seasons. Road construction is already given
high priority by the governments of these countries, in order to break
down rural isolation and open up transportation routes for trade.

Another kind of poverty — of a transitional nature — is connected with
labour migration. When the de-collectivisation of farmland in China
was completed by 1985-86, large parts of the rural labour force became
redundant. These surplus labourers — somewhere between 150 and 200
million people — are now trying to find employment in nearby rural en-
terprises, and if this fails they will look for job opportunities elsewhere,
either in provincial capitals or in big cities along the coast. This has led
to a massive wave of migration across the country, mainly from western
and central inland provinces towards China’s coastal provinces. These
migrants usually only bring a minimum of savings and personal belong-
ings. These people are poor in the sense that they lack proper housing
and are temporarily unemployed. Moreover, since they have left their
family and social networks behind they suddenly lose the informal ar-
rangements for material welfare which they could previously rely upon
in their home communities. Essentially, this is the kind of poverty ex-
perienced by all refugees, whether for reasons of war, ecological disas-
ter, political persecution, or economic hardship.

The process of urbanisation has different consequences tfor men and
women. In many Asian countries the migrants are usually young males,
and the people they leave behind are the elderly, young children, and
women. As a consequence there has been a tremendous increase in fe-
male-headed rural households, and women are forced to take full re-
sponsibility for daily chores, child-rearing, and tilling the land. As a
consequence, there is an increased feminisation of rural areas. In the ur-
ban areas, by contrast, men dominate heavily in all age groups. This also
has repercussions on the politics of gender. The fact that urban areas
have greater political and economic power than rural areas, combined
with the fact that men outnumber women in urban areas, has led to in-
sufficient consideration of women’s priorities in rural areas. Landless
rural women are without doubt the group that has suffered most during
the economic boom of the last decades.

Urban Poverty

Government policies in many Asian countries have an urban and formal
sector bias favouring the growth of mega-cities which attract great num-
bers of people and large amounts of physical resources. Construction.
manufacturing, trade and commercial activities have been concentrated
in urban centres. Side by side with this apparently successtul develop-
ment, however, there is a large urban informal sector of underpaid

Refugees

150-200 million
Chinese migrants

Female-led
households

Informali sector
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workers living and working under harsh conditions.
One of the main signs of poverty in urban areas is the lack of, or low
quality, of housing. This may sound surprising considering the past dec-
ade of spectacular construction boom. A growing economy based on
manufacturing, industry and trade has given impetus to the construction
of a tremendous amount of new buildings to accommodate an increas-
ing number of professionals, technicians and skilled workers. Along
with the vibrant construction boom, howev=r, rental prices have soared,
not only for commercial offices but for apz-tments as well. Old residen-
tial areas have been demolished to give way for high-rise office towers.
This, together with the lack of affordable housing projects, has pushed
decent housing out of reach for low-income families, forcing many of
) them to live in less than desirable conditions. Compounding the prob-
Housing lemis a government planning bias, influenced by the interests of real es-
tate developers, to invest in housing projects that offer quick capital
returns. Hence, the only houses built are such which only the affluent
can afford (Third World Guide 1993/94: 45).

This paradox is especially true in densely populated Asian cities like
Bangkok, Kuala Lumpur, Jakarta, Manila and Seoul, places plagued by
acute housing shortages. The situation in China’s large cities is very
similar, due to several decades of neglect of house construction. In Bei-
Jing, Tianjin, Shanghai and several other large cities, it is still common
to find three generations living together in small apartments, and with
few opportunities for young urban couples to obtain their own apart-
ment. In Central Hanoi, each resident lived on an average of 3 square
meters in 1984, and the population has risen significantly since then
(Maclaren 1995: 61). There has been a proliferation of shanty-towns all
over Asia. adjacent to affluent commercial districts, and some 1.2 mil-
lion of Bangkok’s six million residents have been classified as slum
dwellers. Alongside high-rise buildings there are slum and back-alley
areas that run along contaminated canals where old people and the un-
employed squat (Third World Guide 1993/94: 45). Urban congestion
has been seriously aggravated by rural migration, and itis clear that ru-
ral and urban poverty are two closely connected phenomena. The urban
housing problem in Pacific Asia is so far a neglected issue, but has nev-

ertheless become one of the most visible indicators of the poor living
conditions in the region.

Even in South Korea there are urban poor. First there was a wave of
homeless people left by the legacy of the Korean War, and more recent-
ly many households have been trapped in poverty because their income
earners have developed chronic illnesses, or been incapacitated by in-
dustrial accidents. Such families have been forced to resettle perma-
nently in slum dwellings that were originally intended to be temporary
places of residence. They find their meagre incomes through street ped-
dling or petty trading, and since many of them lack education or formal
training, their future is bleak (Jong-Gie Kim 1994).

Health

In Pacific Asia. there are significant regional differences in health. The
child morrality rate in Japan is only 6 infants per thousand live births.
whereas in Cambodia as many as 193 infants die per thousand live
births. The countries with the highest child mortality rates in 1990 were
Cambodia. Laos, Indonesia, Burma. the Philippines and Vietnam, in
that order. A distinct pattern also emerges from data on the health situ-
ation of newly born infants and young children. In Vietnam, Indonesia,
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Laos, Cambodia, the Philippines and Burma, there is a high incidence
of underweight newborn infants, inadequate immunisation, and malnu-
trition among children under five years of age. A problem found in sev-
eral newly developing countries is that few public funds are spent on
commune health centres used by the poor. In Vietnam, for instance, 45
times more is spent on hospitals used mainly by the better-off and urban
groups (UNDP 1995: xi). Furthermore, the current trend is a privatisa-
tion of health care.

AIDS is a special problem because it mostly affects youn g men and wo-
men: the persons most active in the work-force and responsible for fu-
ture economic development. A further danger is that political
authorities do not recognise the full dimensions and implications of this
illness. Itis also stigmatising, and since someone carrying AIDS in Asia
is unlikely to be helped by the government, there is little incentive to re-
veal one’s predicament. Many AIDS victims tend to continue their cas-
ual sex habits. In South China, Thailand, the Philippines and Vietnam,
this is a serious health hazard. While drug abuse is growing, commercial
sex is still the basic cause of AIDS diffusion in East and Southeast Asia.
Public awareness programmes may thus be one of the most important
strategies, the aim of which must be to reduce the sense of stigmatisa-
tion, while making precautionary measures available to commercial sex
workers (Brown and Xenos 1994: 4-5).

Many different indicators are used to measure disparities between rich
and poor countries. The maternal mortality rate is one of the most telling
measures of this gap since differences are so dramatic. Infant mortality,
an oft-cited indicator, is only about nine times greater in the Third
World than in the industrial world, whereas the risk of maternal death is
often 100 times as great (Third World Guide 93/94: 52).

Figure 4.5: Maternal Mortality Rate (per 100 000 live births).
Pacific Asian Countries, and Countries for Comparison, 1980-92
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As shown in figure 4.5, there are wide disparities in the dangers con-
nected with pregnancy and childbirth in the different countries of Pacif-
ic Asia. Pregnant women in low-income countries such as Laos and

AIDS
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Cambodia are much more at risk than women in Japan, South Korea and
China. In Indonesia, Burma and Cambodia, one out of every 200 wom-
en giving birth will die, whereas in Hong Kong, out of 16,666 women
giving birth to a child, 16,665 will survive.

Markets Versus Government Intervention

There is a common assumption that a free market is the best instrument
for determining national allocation of resources for production and con-
sumption. In Pacific Asia, however, it seems that the countries which
have the best record in alleviating poverty are those which have com-
bined a market economy with policy programmes for social and eco-
nomic equity. Many governments in East and Southeast Asia have
maintained a strong influence over the economic relations between in-
dividual households, local communities, and national markets.

Programmes for social equity can be of very different scope, and with
different consequences for poverty. Some programmes merely focus on
the immediate problems of the poor, and implement short term poverty
alleviation for the most needy. A good example may be efforts to re-
move shantytowns and construct new, cheap housing. Other examples
would be disaster relief including the provision of food, clothes and
shelter by governments and NGOs whenever there is a flood, an earth-

quake, or a serious drought. This kind of poverty alleviation touches the
surface of a much larger problem.

The second type of state intervention may be social welfare pro-
grammes aimed to provide social security to vulnerable groups in soci-
ety, by means of subsidised housing, social security and pension funds,
financial support to the unemployed, and state subsidies for health serv-
ices and education. Generally speaking, the provision of universal pri-
mary and secondary education has an equalising effect on the social and
economic situation of different groups in society. Apart from universal
education, there is little that reminds of a fully-fledged welfare state in
any country of Pacific Asia. Indeed several governments in the region
have made a virtue of avoiding the European ‘mistake’ of constructing
public welfare institutions relieving the family of its customary obliga-
tions. The only states in Asia which have been committed to a welfare
programme, are the socialist ones: China, North Korea and Vietnam.
They are now under influence from the rest of the region in direction of
letting market forces rule. It is an important question whether the social-
ist states shall be able to retain and improve their public services, or
whether they will be allowed to break completely down under the pres-
sure of market reforms. It is interesting that the People’s Republic of
China has criticised the British government in Hong Kong for having
introduced too generous systems of welfare. Even though China and Vi-
etnam both have experienced rapid economic growth in the 1990s and
are still to some extent committed to socialist ideals, the two govern-
ments are only in the beginning phase of reforms to redistribute eco-
nomic gains through new tax and welfare systems.

The third type of state intervention may be described as more radical in-
iatives for poverty reduction. These are political reforms aimed to af-
fect the very structure of how economic and social opportunities are
dispersed. entailing a fundamental redistribution of resources in society.
Good examples of such successful reforms are the land reforms carried
outin Japan, Taiwan and South Korea after World War II, as well as the
initial reforms in the People’s Republic of China during the 1950s (be-
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fore the more radical and much less successful People’s Communes
were established). Redistributional reforms are not restricted to agricul-
ture, but also include government policies giving preferential access to
credits, import and export licenses, raw materials or new technology to
small entrepreneurs. Governments may also reduce social inequality by
offering tax reductions to small and middle-sized firms. Pacific Asia
does not present a clear picture with regard to redistributional reforms,
but many governments — notably in Taiwan — have offered favourable
conditions for the emergence of small manufacturing and trade, which
to a large extent may explain the improved socioeconomic conditions of

low-income classes and the petty bourgeoisie (Gunnarsson and Rojas
1995: 138-44).

The Scenarios

What then are the future prospects for higher living standards, improved
working conditions, health and poverty alleviation in Pacific Asia? This
will depend on sustained high economic growth, on the degree of com-
mitment by political leaders to ensure an equitable distribution of re-
sources in society, and on the question of whether Asia will see the
emergence of labour movements and new peasant movements demand-
ing social reform. With the reduction of ideological and ethnic conflicts.
the provision of economic opportunities and better living conditions has
become the main source of legitimacy — both for authoritarian and dem-
ocratic regimes in East and Southeast Asia.

High Economic Growth and Political Stability

This is the scenario providing the best opportunity for launching gov-
emment programmes for eradicating poverty and favouring social equi-
ty. But if such programmes are not successfully implemented, it is likely
to result in widening gaps and ensuing tension between an expanding
middle class and lower income groups. For many people high growth
will offer new and better opportunities in terms of education and em-
ployment. For other groups of people, and especially those who lack
capacity for readjustment, or who for various reasons cannot take ad-
vantage of the new situation, changes resulting from rapid growth will
constitute a serious threat, and increase their sense of being left behind.

The environmental problems likely to be caused by a high growth sce-
nario have already been discussed in Chapter Three. It is clear that en-
vironmental degradation will have a major negative impact on the poor,
especially on women. The widespread view among Asian officials that
developing countries cannot afford environmental protection is worry-
some, since it could lead to environmental disasters not only in sensitive
hill areas, but also on the densely populated plains. The use of chemical
insecticides, pesticides and fertilisers in agriculture may also lead to
acute environmental problems.

From a more positive point of view, improvements in education. infra-
structure, transportation and communications will no doubt continue
under this scenario, and poor communities in the rural periphery will
become more integrated in the national economy. How this will affect
social relations may differ from one country to the other in accordance
with its economic and social structure.

Widening
gaps
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The rapid urbanisation process is likely to continue. The housing short-
ages in urban and suburban areas will become acute, and drastic meas-
ures will be needed in order to avoid the proliferation of slum dwellings
and urban poverty. The informal economic sector, including semi-legal
and illegal economic activities, will thrive in this kind of environment,
and state authorities will have a hard time keeping petty crime and more
serious breaches against the law within reasonable limits. Rapid om-
mercialisation of interpersonal relations will make it difficult to upnold

informal kinship and community networks of collective solidarity and
social security.

The growing economy may also, at least for some time, result in higher
drop-out rates from the formal educational system. Young people in
both rural and urban areas will become more impatient to enter the la-
bour market, and feel tempted to leave school before completion. The
school system in these Asian nations will therefore need to be reformed
and adjusted to the demands of a quickly changing economy, and there
may be an urgent need of new intermediary educational institutions
such as vocational schools, evening classes, and part time education. To

be sure, not all of these processes need to occur simultaneously and ir-
reversibly.

Under a high growth scenario, female participation in the labour force
will increase, mainly through employment in labour-intensive manufac-
turing. In combination with longer education, this is likely to lead to lat-
er marriages and a rapid decline in fertlity. Life expectancy, health
conditions, literacy rates, educational enrolment and participation in
economic and political life will increase for both men and women.

In the process of urbanisation, regional imbalances will give rise to
large flows of migrant labour of the kind that can already be seen in Chi-
na. In a context of political stability and social order, these migratory
movements may proceed rather peacefully, but are not without compli-
cations. The main problem will consist of competition on the job mar-
ket, prolonged housing shortages in the large cities. squatter conditions,
transportation overload, inadequate infrastructure, and the provision of
food to the cities. Water and power shortages, as well as insufficient
sanitation will cause tremendous problems. City hospitals and medical
clinics will need more resources, and local authorities will need to ex-
pand their police forces.

Regardless of whether political stability is based on authoritarian rule or
democracy, political leaders will need to deal with the implications of a
large influx of rural job-seekers in the urban centres. Social unrest and
economic distress will naturally be dealt with differently by political au-
thorities in China, as compared to Thailand or the Philippines. The Chi-
nese government will do its utmost to avoid the formation of
autonomous citizen associations, even if their purpose is to provide so-
cial services and charity. In the case of Thailand or the Philippine:. by
contrast, the government may encourage the formation of local NGOs

so as to relieve itself from the responsibility over poor and dislocated
segments of the urban population.

If urbanisation and fast economic growth can be controlled and modu-
lated by government intervention, we can expect many of the negative
effects of high economic growth to be alleviated. In Taiwan and South
Korea sustained economic development coupled with political stability
has resulted in increased welfare tor the majority of the population, and
given rise to a prosperous middle class. The picture is not altogether
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positive, however. Even in South Korea there are still several million
living under the poverty line. Especially the rural poor, often smalil or
landless peasants, have had difficulties in adjusting to the new econom-
ic situation. Close to 90% of landless households were identified as
poor in the late 1980s (Ki-Whan Chung and Nae-Won Oh 1992). Since
the land reforms in 1948 and 1950, land plots in Korea have been small.
Rice cultivation has been subsidised by the government, but with the re-
cent move towards increased liberalisation of trade, many small peas-
ants have experienced shrinking economic margins. They have not
benefited from the two-digit figures of economic growth. As we have
seen, there are also urban poor in Korea. In spite of economic growth,
Korea cannot as yet protect its citizens from poverty and is not a welfare
state. The Korean case may perhaps be more indicative of the general
trend in Pacific Asia towards 2015 than the more equitable achieve-
ments of Taiwan: even with high economic growth and government
regulation, we are unlikely to see the formation of welfare states in Asia
within the next two decades. In part this is an ideological question:
should people in Asia be expected to rely on their own family and other

personal safety-nets rather than on formal systems of social security
provided by the state?

The high growth and political stability scenario is no doubt the one most
likely to bring about a decline in poverty. But we should remember that
a fair distribution of economic opportunities is also a prerequisite for
political stability. Once the initial and somewhat euphoric stages of eco-
nomic growth have passed, people may want more than just a small
piece of the cake. If governments have not been able to eradicate prob-
lems of both rural and urban poverty, several countries, such as Indo-
nesia, Vietmam and China, will probably enter a period of more volatile
politics.

High Economic Growth and Political Instability

The bureaucracies in many Pacific Asian countries are huge and diffi-
cult to manoeuvre. Because of a weak state, well-intended decisions by
the centre may not be implemented locally. The attempts to institute
land reforms in the Philippines can be used to illustrate this point. Mar-
cos, Aquino and Ramos have all promised land reform in their electoral
campaigns. Both Marcos and Aquino tried to make good of their prom-
ise, but without effect. In fact, there is evidence of concentration rather
than redistribution of land, and of an accompanying increase in aggre-
gate rural poverty (Balisacan 1995).

The upshot of this situation may well be increased disparities also be-
tween regions. In some areas, basic health services, schools, and local
arrangements for poverty relief may be left intact, but be neglected in
other regions. The urban bias in developing nations will thus become
aggravated by various regional biases where people obtain superior or

inferior health care and education on the basis of their place of birth and
residence.

In authoritarian regimes, the new gains in material welfare will be
clouded by a constant fear of future developments, resulting in short-
sighted economic behaviour by both individuals and public institutions.
This is already the case in China, where irregular economic behaviour
often repulses foreign investments. The Communist Party used to main-
tain a high degree of social control, but much of this has been lost in the
reform period. In many cases regional Communist Party leaders have

Poverty in
South Korea

Equity
in Taiwan

No land reform
in the Philippines

Social control
in China
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taken over local administrations, and the informal sector has grown con-
siderably, providing ample room for corruption. Many schools and
medical clinics — especially in the countryside — have been busy trans-
forming themselves into profit-making entities, and are rapidly intro-
ducing unauthorised fees and obscure charges for their services.

The many peasants who cannot afford or are unwilling to pay these
costs will encourage their children :~ quit school at an early age, and
when they are affected by a health : -oblem they will either choose to
ignore it or solicit a local quack doctor with limited knowledge in mod-
ern medicine. The great expenses used in rebuilding ancestral temples
in the Chinese countryside may also be seen as the result of high eco-
nomic growth in combination with the perception of an uncertain future.
These temples are often lavishly decorated while the local school build-
ing is left in neglect. Instead of spreading economic gains through long-
term redistributive mechanisms, a situation of extreme shortsightedness
may develop, with greed and widespread violence. Parts of coastal Chi-
na, especially away from the political centres, are today approaching a
situation of lawlessness. There are worries of similar developments in
Indonesia. By contrast, Southeast Asia’s growth in the 1980s did not
lead to much economic and political misbehaviour on the local level.
One reason for this was the strength of villages and wards.

In countries with large ethnic or religious minorities such as Malaysia,
Singapore, the Philippines, and — to a certain extent — China, the ethnic
dimension may become increasingly politicised and linked to entitle-
ments to social welfare, education, and employment opportunities.
Even in a scenario of economic growth such discriminatory practices
will lead to increased tension between communal groups. Malaysia’s
bumiputera policy, which offers positive discrimination to the Malays,
1s a continuous source of resentment for the Chinese.

Economic growth in combination with political instability will offer
less opportunity for conscious government efforts to alleviate or reduce
poverty since governments will be preoccupied with fighting for their
survival. But then, as mentioned, a stable government may well ignore
the need for redistributing resources, and in such a case some political
instability may actually serve the interests of the poor. This depends.
again, on the causes of political instability and the degree of violence it
entails. Beneficial instability may result precisely from dissatisfaction
with unequitable developments and from the emergence of social move-
ments demanding their share of the cake. If such movements refrain
from widespread violence and are not violently repressed. they may

cause a kind of instability leading to structural changes which may be-
nefit the poor.

Economic Stagnation and Political Stability

This scenario features a situation where the political regime is unshaken
in spite of economic stagnation. In the last decades this has been the
case in Laos, Burma, Vietnam and North Korea. The economic situation
of these countries has been one of slow growth or even stagnation, in
the case of Laos and Vietnam until they instituted reforms. Laos has
long been dependent on foreign aid. Burma is one of the poorest coun-
tries in the world. and there are recent signs from North Korea that there
is a severe food crisis in parts of the country. In the latest five-year-
plan, state authorities encouraged school children to raise rabbits as a
source of food supply.
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Generally, a scenario with outright stagnation or recession will obvious-
ly reduce the basis for improving social security, health, education and
thus alleviate poverty. On the other hand, a certain economic slowdown
in Pacific Asia is inevitable within the next 20 years, and at some point
developing nations will have to face the issue of how to ensure a fair dis-
tribution of welfare in a situation with more limited resources. In na-
tions having experienced long periods of sustained economic growth,
this scenario will imply a challenging situation of readjustment. Eco-
nomic stagnation, however, will have different consequences in low-
and middle-income economies — such as Burma, Laos, Vietmam and
China - and in industrialised countries such as J apan, South Korea, Ma-
laysia and Taiwan. In many developing countries in Pacific Asia, eco-
nomic stagnation may seriously threaten the provision of basic health
care and universal primary education.

Poverty alleviation in underdeveloped rural areas may also be suspend-
ed, or at least be given a lower priority by the national government, and
these countries will most probably become more dependent on foreign
aid and assistance. If the economy falters, the issue of gender equality
will quickly be obscured by other issues, and in times of rising unems-
ployment women will be pushed out of the labour force. Traditional
gender and family relations may reappear, and many Asian women will
lose their newly-won economic independence and improved social sta-
tus. The first to loose will be women, part time labourers, people living
in poor rural areas, minority groups in peripheral regions, and refugees.
In the rural periphery of many Southeast Asian nations, it is quite con-
ceivable that the cash economy will be replaced by barter transactions.

Other groups who will suffer from economic slowdown are those in the
public sector, which will face a financial squeeze and experience down-
sizing of personnel. These people will either have to accept lower wages
or unemployment. This includes those employed in the so-called ‘non-
productive’ sectors of the economy such as educational institution g,
hospitals, local level public administrations, and institutions providing
various social services. The economic problems may also give rise to an
expansion of the informal economy as people attempt to find alternative
sources of income. There may also be other severe problems: crime syn-
dicates, drug trafficking, gambling, prostitution, and a whole range of
illegal economic activities.

In rural areas, the economic problems may give rise to an increase in
highway robbery and the formation of regional banditry, and traditional
forms of patron-client relations between local notables and impover-
ished farmers will regain strength. Many poor people in the urban areas
will be forced into economically unfavourable, underpaid, hazardous,
or demeaning occupations, since there will be a surplus of cheap labour
and the employers can pick and choose among job seekers. Finally,
there will most certainly be new waves of rural-to-urban migration, and

migratory flows from poor countries in Pacific Asia to their more pros-
perous neighbours.

If economic slowdown or stagnation hits low-income countries, but polit-
ical stability is maintained, the government needs to ensure the provision
of basic necessities to poverty-stricken areas. In countries with a commu-
nist ideology and a legacy of peasant mobilisation for political support,
the regime will probably try to maintain a reasonable level of public serv-
ices in the countryside. The educational system may suffer financial cuts.
and the enrolment and literacy levels may decline, but the provision of
primary and secondary education in the cities will be maintained.

Women the first
to lose out

Crime
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The urban bias of underdeveloped countries like Burma and Laos, how-
ever, will place a greater burden on the rural population. Most of the
limited resources will be concentrated in the state capital, at the expense
of rural development, and marginalised national minorities in the high-
lands may suffer from a contraction of market activity. There will thus
be a widespread return to subsistence farming, ancd 'iving standards in
the countryside will decline.

Political stability may be a mixed blessing in such a situation. In the face
of economic decline, political elites will focus on safeguarding their
own interests, mainly by ensuring material security to select groups of
supporters. In a context of economic scarcity the prevalence of patron-
client ties will be reinforced, and those individuals who cannot find a
powerful patron will be discriminated against in the distribution of basic
goods and necessities. It is not inconceivable that the inflow of foreign
aid to stagnating economies will be appropriated by small power groups
and then funnelled through their personal patron-client networks. The
result will be grave social injustices, at both individual and regional lev-

els, and it is highly uncertain whether the provision of welfare can be
directed to the needy.

Generally speaking, the informal economy and family networks will
function as a buffer against otherwise deteriorating living conditions. In
the absence of public services, people will have to rely on family and
friends to meet their material needs and social security. This will entail
a strengthening of traditional gender inequalities. Social services previ-
ously taken care of by public institutions will increasingly be the re-
sponsibility of women. With a shrinking female participation in the
labour force, the education of young women will also lose some of its
importance, and they will experience a process of disempowerment in
both the economic, professional and political spheres. The school drop-
out rates for girls will rise, and illiteracy levels among women will most
certainly increase.

[t is possible that stable government may shield the major cities from
the effects of economic stagnation and place the main burden on the
countryside. Altogether, however, economic stagnation will turn the
tide of human development and lead the UNDP to register a downward
trend in Pacific Asia with increasing numbers of people living below the
poverty line.

Economic Stagnation and Political Instability

Our last scenario, however, is worse. To illustrate it we may point to the
situation in Burma since the late 1980s, to Cambodia in the 1970s and
1980s, Indonesia in the 1960s and China during the Cultural Revolu-
tion. The most immediate example of this scenario at present, however,
is North Korea. The government in Pyongyang is very much at risk.
When states fall apart and there are violent conflicts, it always leads to
severe deterioration in living standards, possibly famine and large-scale
environmental degradation. In a situation of armed conflict, it will also
be difficult for governments to protect their cities from social disaster.
In such situations the people that are least effected may be the rural poor

living in peripheral areas, who do not depend on food supplies from
elsewhere.

Any country affected by war will see a decline in health, literacy and
food production. In war-ravaged countries like Cambodia, a great
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number of able-bodied men have been recruited to local guerriila forces
or government troops, leaving farming to women, the elderly and chil-
dren. Maintenance of rural health clinics and primary education has
largely been neglected, and family and kinship networks have been the
only social institutions that people could to some extent rely upon. One
of the consequences of the Cultural Revolution in China was that power
in some peripheral regions was taken over by local clans opposing each
other on the basis of age-old rivalries. Local leaders, supported by ex-
tended family connections, assumed power at the village level and allo-
cated social and economic privile ges according to particularistic
principles. The main result was an increased disparity of social welfare
and security, both between individual households and between different
parts of the countryside.

War or political fragmentation, in an environment of economic decline,
also normally leads to high levels of corruption. Public revenues, to the
extent that the taxation system is still functioning, are used for private
gain. Huge quantities of limited resources — including food and clothing
— are stockpiled by armed forces and guerrilla groups. In the case of
both conventional, chemical and biological warfare, access to safe
drinking water and food constitutes a major health problem, and the
mortality rate is likely to increase dramatically among men and women
of all age groups, not mainly because of direct violence, but because of
deteriorating health conditions.

The most obvious consequence of this scenario will be a sharp decline
in intraregional trade, an uneven development of the economy, and dis-
tinct regional inequalities in material welfare. This will lead to large-
scale migration of refugees, either to the cities or to neighbouring coun-
tries. The population pressure on the capital city and other urban centres
will increase tremendously, and both sanitary conditions and the lack of
appropriate housing will most probably lead to health problems and a
rapid spread of diseases. Since the medical system is most likely to be
in a state of disorder, and the supply of drugs will be limited, large num-
bers of civilians will not receive proper medical attention since the pri-
ority of the hospitals will be to take care of war victims. It is clear that
if Pacific Asia should succumb to large-scale armed conflicts, it will
need massive foreign emergency aid.

Conclusions

Economic development creates new social development risks that gov-
emments have to cope with. During the transition from an agrarian
economy 1o an economy which is predominantly urban and industrial,
new challenges and risks will emerge. It is thus very important that gov-
emments are flexible and open for adjustment when they deal with pov-
erty alleviation. Even if the present economic growth may be sustained
for some time, governments in Pacific Asia will need to consciously ad-
dress issues of inequitable distribution in the future. This will include
not only improvement of access to health services and hi gher education,
but also the implementation of long range planning for how to deal with
ageing, unemployment, and urban infrastructure. If this is not done, de-
veloping countries will only move from one sort of development risk to
another, without being able to adjust and remedy the problems.

Social chaos
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Factors increasing poverty

+ lack of government programmes to alleviate and reduce pov-
erty.

+ weak governments leaving social problems to families and mar-
ket forces.

+ economic growth only in urban formal sectors.

¢ credits available only to the rich and powerful.

 corruption among state officials leading to poor policy imple-
mentation.

+ low priority for health care and education.

+ lack of economic sustainability due to economic short-sighted-
ness.

» low level of popular participation in planning and implementa-
tion.

+ forced resettlement schemes without proper compensation.

+ low level of female, and male, education.

+ agricultural crisis.

« environmental degradation.

+ PpOOr access to water.

« war and conflict.

Factors reducing poverty

+ economic growth with equity.

« improved infrastructure.

* government commitment to poverty reduction programmes.

» committed, professional and honest civil servants.

+ awareness of HIV and prostitution as serious social problems.

+ participation by the poor - or their representatives - in policy-
making.

» government funds channelled into health care and education.

+ rescue programmes in case of natural disasters (flooding,
droughts).

* access to inexpensive credit, both for men and women.

+ social movements able to further their demands legally.
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Chapter Five
DEMOCRACY

Pacific Asia is today the main testing ground for the assumption that
economic development creates a resourceful middle class that will de-
mand democratic rights and, eventually, obtain democratisation. This
proposition has been associated with a classical article by Seymour
Martin Lipset — one of the advocates of the modermnisation school in the
1960s — who saw economic development as a ‘requisite’ to democracy
(Lipset 1959). The connection between economic development and de-
mocracy has been explored theoretically and observed empirically by
many social scientists (Dahl 1989, Huntington 1991, Hadenius 1992).

The proposed link between economic modernisation and democracy is
controversial, however, especially in view of Asian experiences. Some
recent large-scale quantitative analyses have failed to produce the ex-
pected correlation, and Arat in an extensive 95-country study con-
cludes: ‘Increasing levels of economic development do not necessarily
lead to higher levels of democracy, even for the less developed coun-
tries’ (Arat 1988). The larger 116-country survey of Gonick and Rosh
finds similar flaws in the classical assumption: ‘Economic development
- is not the most important factor atfecting the degree to which a polit-
ical systemn can be characterised as a liberal democracy’, they say (Gon-
ick and Rosh 1988). These findings are hotly debated by today’s
comparative social scientists. It is at least clear that we cannot take a
causal link between economic growth and democratisation for granted.
One way of modifying the argument is to claim that economic develop-
ment often leads to democracy, and to concede that some countries may
be democratic in the absence of high economic growth, as in the case of
India and the Philippines.

We should also analyse the particular effects of economic growth on the
class structure. It is important to note that middle classes in Indonesia,
Singapore, Thailand and Vietnam to a large extent are created wirhin —
or even by — the authoritarian state, and that they therefore have little in-
terest in overthrowing the government. Thus, the same groups that are
expected to put pressure on the government to democratise are also
those which have the most to lose from political change. In other coun-
tries — notably in Taiwan, South Korea and the Philippines — the middle
classes are more independent. In these countries we have also seen stu-

dents and people of the middle class take to the streets in defence of de-
mocracy.

Advocates of ‘modernisation theory’ find good arguments in the Taj-
wanese and South Korean transitions to democracy, as well as in Thai-
land’s return to democracy in 1992. The apparent stability of the
political system instituted by the United States in J apan after World War
[T also weighs in their favour. But it is harder to explain why the much
poorer South Asian nations have had a far more profound democratic
tradition than Southeast and East Asia. and it is even harder to accom-
modate for the fact that Indonesia’s economic growth has not led to
stronger demands for democracy.

Does economic
development
lead to democracy?

Middle classes
dependent
on the state

75



Pacific Asia 2015

The challenge
from Singapore
and Malaysia

Since 1989, the emerging middle class in China has displayed no visible
eagemess to defy their authoritarian government. Today, the greatest in-
tellectual challenge comes from Singapore and Malaysia, whose domi-
nant statesmen, Senior Minister Lee Kuan Yew and Prime Minister
Mahathir Mohamad, have established a public profile for themselves as
critics of the “Western model of democracy’ (Zakaria 1994; Mahathir
and Ishihara 1995). They and Lee Kuan Yew’s successor as prime min-
ister, Goh Chok Tong, are being criticised in the world press for using
authoritarian methods in preventing the emergence of any real opposi-
tion. The affluent middle class of Singapore, on the other hand, does not
seem to care, and continues to support Lee Kuan Yew’s PAP (People’s
Action Party). The situation in Malaysia is similar, where UMNO
(United Malays National Organisation) dominates national politics.

Individual human rights conditions in East and Southeast Asia are poor-
ly rated by international monitoring groups. The Charles Humana hu-
man rights index, for instance, has ranked most nations in the region

below the world average, and several Pacific Asian states are near the
very bottom of the scale:

Table 5.1: Human Rights in Pacific Asia, 1991 (scale 0-100)

Japan i 82
Hong Kong | 79
Philippines | 12

Thailand 62
Malaysia | 61
South 59
Indonesia 34
Cambodia 33
Vietnam | 27
China | 21
Burma | 17

Source: Humana 1992: xvii-xix NIAS 1996

The Humana Human Rights Index is expressed as a percentage on a scale from 0 to
100, with 100 as the maximum score. The figures are derived from a survey of forty
United Nations indicators related to three intemational conventions: the Universal
Declaration of Human Rights, the International Covenant of Economic, Social and
Cultural Rights, and the International Covenant on Civil and Political Rights. The rat-
ing of human rights also uses a weighted measure. making a clear distinction
between physical suffering inflicted on the individual and the denial of political and
social rights, the former measure being accorded more weight.

The region also receives low ratings on indexes of democracy. A 1988
Swedish study of Third World states used an index of democracy based
on the nature of elections, degree of political freedom, and levels of po-
litical violence and oppression. The average score of the states in Pacif-
1c Asia was 3.7 on a scale from O to 10. This should be considered low
by international standards. and especially in light of the high level of so-
cioeconomic development in Pacific Asia. Table 5.2 provides a compar-
ison of the Swedish rating with a more recent American index. The
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differences between the two can in part be explained by developments
in the last five years: the transitions in South Korea and Taiwan, and a
period of military rule in Thailand. But the most striking difference is in
the rating of Singapore. This may in part be due to different measure-
ment criteria, but it may also reflect a growing awareness of the sophis-

ticated methods used by the Singaporean government to suppress basic
freedoms.

Table 5.2: Indexes of Democracy in Pacific Asia, 1988-95

Hadenius Polity III
(scale 0 to 10)  (scale -10 to +10)
Japan - 10
Philippines 3.1 8
South 7.5 10 How democratic
Singapore 7.3 -2 is Singapore?
Thailand 7.1 3
Malaysia 6.9 7
Taiwan | 3.7 6
China | 1.9 <
Indonesia 1.8 -7
Brunei bt n.d
Vietnam 1.§ -7
Burma 0.6 -9
Laos 0.0 -8
North 0.0 -9
Cambodia -- transition
Source: Hadenius 1992: Polity III 1995. n.d = no data.

NIAS 1996

Hadenius’ study of 132 Third World states from 1988 uses an index of democracy
with measurements based on two groups of indicators: elections and political liber-
ties. The nature of elections is measured on the basis of four indicators — universal
suffrage, meaningful elections, open elections. and effective elections. When evaluat-
ing the degree of political freedoms and ri ghts three indicators are used: organisa-
tional freedoms. freedom of opinion, and the situation with respect to political
violence and oppression. The Polity index is made at the University of Maryland, in
cooperation with the International Peace Research Institute, Oslo. It is built by
awarding scores for democratic as well as for autocratic indicators (max. 10 each),
and by subtracting the autocracy score from the democracy score. The measurement
criteria are based on competitiveness and regulation of political participation. com-
petitiveness and openness of executive recruitment. and constraints on Chief Execu-
tive. Thus, the basic freedoms and human rights are not directly represented in this
calculation, which focuses on the institutions of the state. For introductions to the
Polity II and III data sets and discussion of other indexes, see Gurr et al 1990, and
Jaggers and Gurr 1995.

Pacific Asia and the Middle East are the two re gions in the world where
authoritarian regimes have showed the greatest recalcitrance during
what has been termed the ‘third wave of democratisation’ (Huntington . . §
1991). The wave started in the mid-1970s with a string of transitions to The third wave
democracy in Catholic countries, and has continued up to the early
1990s with democratisation of a clear majority of the world’s commu-
nist states. But several states in Pacific Asia have become democratic:
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the Philippines, as the only Asian Catholic country, reintroduced de-
mocracy in 1986, and the two ‘Confucian states’ South Korea and Tai-
wan followed suit in 1987. With just one exception the communist
regimes of Pacific Asia have survived. The exception is Cambodia
where democracy was imposed through foreign intervention in 1992-93
as a compromise solution to a long civil war.

The late 1980s and early 1990s saw several popular movements i~ Asia
demanding democracy: the student de. nstrations in Burma in 1988
and in China 1988 and 1989; and the arge-scale demonstrations in
Thailand in 1992 which, through the intervention of King Bhumibol,
brought an end to unconstitutional military rule. To a large extent these
protests were fueiled by social injustices, widespread disenchantment
with bad management, and disgust with corruption among public offi-
cials. The politics of Pacific Asia today are characterised by the recalci-
trance of its authoritarian states: opposition movements have been
forcefully and successfully repressed by the governments of Indonesia,
Burma, Laos, Vietnam, Brunei and China. In particular, the military
crackdown in Beijing in June 1989 was an event of great symbolic sig-
nificance. In North Korea there have been no hints of democratisation
or democratic movements; but recent developments (such as the poor
harvest in 1995) may force North Korea to open up.

In spite of the transitions in Taiwan, South Korea, Thailand and the
Philippines, Pacific Asia has received more international recognition
for its economic growth than as an arena of democratisation. The main
obstacles to democracy in Pacific Asia have been the staying power of
its authoritarian leaders and the continued association between political
stability, economic growth and morality. Throughout much of Pacific
Asia the idea of democracy is still associated with the USA and Europe,
and there is a widespread belief that democratisation may hamper eco-
nomic growth and lead to moral decay. The best recipe for continued
growth and increased living standards is believed to be a combination
of free market and strong government. This conviction is influential
also in some democratic countries, and may pave the way for a regional
anti-democratic reversal, with a potential for inspiring anti-democratic
movements also in other parts of the world (Tennesson 1996). If de-
mocracy fails to bring stability and growth in Cambodia., this will create

a powerful argument for refraining from democratic experiments else-
where.

The Primacy of Economic Growth

The ‘liberal model of democracy’ which holds freedom before every-
thing else is often presented to Asian audiences as a recipe for disorder.
Asian societies do not need pluralism and freedom, but strong leader-
ship and morality. One of the most prominent exponents of this view
has been Malaysia’s high profile Prime Minister Mahathir Mohamad.
His view can be supported by referring to the ‘negative’ examples of the
Philippines and India, both of which are democratic developing coun-
tries with a weak economic performance, and the ‘positive’ examples of
Hong Kong, Indonesia, and China, where economic growth has been
achieved without political pluralism. Most ruling elites in Pacific Asia
are positively inclined to democracy and human rights only in the most
general sense. They see multi-party democracy as an inefficient form of
government. and view excessive emphasis on human rights as a threat
to traditional social norms and, of course, as a challenge to their own
power (Bhagwati 1995).
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Governments and think-tanks in the region challenge the Western per-
cepton of a positive link between democracy and economic develop-
ment by claiming that their own economic success has been the result
of political stability safeguarded by soft authoritarian rule (Tremewan
1993, Yash 1994). Rather than emphasising the freedom of speech and
association, they emphasise the right to economic development. The
‘right to development’ was an important point in the Ban gkok declara-
tion of the ASEAN states in March 1993, and also in the reservation
made by many Asian governments at the Vienna Conference on Human
Rights later that year. Poverty is seen as the major obstacle hindering
the full enjoyment of human rights. The right to economic development
is therefore seen as a prerequisite for other human rights. Welfare for
the many is deemed more important than liberty for the individual
(Commission for a New Asia 1994).

Asian Values

Advocates of Asian alternatives to ‘the Western model’ can draw on a
long tradition of authoritarian political doctrines. As in much of Europe,
rulers in Asia were traditionally vested with absolute power, but were
also expected to exert it in a virtuous and benevolent way. In Confucian
societies, the male-dominated family rather than the individual has been
seen as the basic unit of social organisation, and the state has been seen
as an extended family with the king, emperor or leader as a paternal fig-
ure. These strong traditions go some way to explain the preservation of
predominantly hierarchical and elitist systems of political rule even to-

day, and social interaction characterised by communitarian patterns
(Chua 1995).

The emergence of a more self-confident and assertive Pacific Asia has
recently been called the ‘Asianisation of Asia’ (Funabashi 1993:75). It
does not only involve regional integration in economic terms, but also
intellectual attempts to formulate a regional creed. The governments of
Malaysia, Singapore. China and Indonesia have all articulated alterna-
tive understandings of human rights and democracy. These govern-
ments have made it clear that they prefer social stability and controiled
development to Western-style individualistic pluralism. Some intellec-
tuals in the region have also endeavoured to formulate Asian values,
and to carve out a kind of regional ideology based on indigenous values.
often in opposition to the government, but sometimes ending up on the
same ideological platform. They find common ground in the idea that

individual rights should not become more important than welfare for the
many.

A positive attitude towards Asia’s own cultural traditions is being pro-
moted, with an emphasis on the community rather than the individual.
on consensus rather than opposition, on welfare rather than freedom, on
duties rather than rights, on good morals, and on a lifestyle rooted in the
family (Commission for a New Asia 1994). Regimes supporting these
ideas may be labelled ‘Asian values polities’. The expression ‘soft au-
thoritarianism’ is often used as well.

Most governments have resented having their political and human
rights performance monitored and evaluated according to ‘Western’
standards. This is seen as illegitimate interference in the affairs of an-
other state. From this perspective, neither human rights nor democracy
belongs to the agenda of international relations. Some political leaders
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in Asia think that the notion of universal human rights is mistaken. They
view rights as relative concepts, and claim that human rights should be
applied differently depending on the specific economic and cultural cir-
cumstances of each country (Alagappa 1994). Prior to the Asia-Europe
Meeting in Bangkok in March 1996, several ministers in ASEAN gov-
ernments stated their intention to discuss trade and investments, but not

human rights. In the final document, respect for human rights was men-
tioned, but not elaborated upon.

Asian value polities draw their moral legitimacy from Asian philosoph-
ical traditions which are being revived for new purposes. One basic idea
is the need of a powerful, benevolent ruler who protects and brings ben-
efits to his followers, and who therefore deserves absolute loyalty.
Modern Asian rulers are expected to exercise their powers with moral
rectitude, just as in the past (Fukuyama 1995). A government may thus
be authoritarian if measured by ‘universal’ (i.e. Western) standards, but

it can claim legitimacy to the extent that it ensures the protection and
material well-being of its population.

Since the distribution of material benefits takes precedence over politi-
cal freedom and bargaining, the relationship between government and
citizen is characterised by rituals to demonstrate the degree of govern-
mental success rather than by open political debate. This is seen when-
ever elections are held. In the ‘softly authoritarian’ regimes of
Singapore, Indonesia and Malaysia elections are primarily used as a
means to demonstrate and test the degree of the government’s success.
The Singaporean, Malaysian and Indonesian regimes would see it as a
serious defeat if their parties (People’s Action Party, Barisan Nasional
and Golkar) were to drop below 60 per cent in voting support.

The Asian values polities are able to muster popular support by main-
taining law and order, promoting economic development and vigorous
nation-building. They seek to overcome internal ethnic and religious di-
visions by adopting an Asian ideology with an anti-Western profile, but
this does not in any way mean that they want to shut off their societies
from the West. They are genuinely worried about the decay of Western
societies, which could lead Western states to close their borders to the
products of the East. There is also a genuine and widespread belief that
the interests of a commun:ty as such is more important than the interests
of each individual member.

‘Asian Values’ attract the attention of both neo-liberals and conserva-
tives in the West. With the decline of the West in economic perform-
ance and political influence, some businessmen and politicians in the
US and in Europe look to the East for new models. For a long time it
was the Japanese management style that was a model. Now it is a polit-
ical system emphasising duties as much as rights, and combining mar-
ket liberalism with political control and cuitural conservatism. This
means that ‘Asian Values’ is not just an Asian phenomenon, but is also
influencing the global discourse.

Recent Transitions to Democracy

In the last decade five countries have managed the difficult transition
from authoritarian rule to democracy: the Philippines, South Korea.
Taiwan. Thailand and Cambodia. What were the causes behind these
transitions? In an inspiring comparison. Minxin Pei at Princeton Uni-
versity has identified five crucial factors (Pei 1996). We shall summa-
rise them below and add a sixth.
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L. Internal decay of the authoritarian regime: All five countries experi-
enced processes of internal decay — consisting of corruption and nepo-
tism, alienation of crucial social groups, increased political repression,
and a diminished international credibility. These changes eventually led
to a breakdown of the old regimes. In the Philippines, this process pro-
duced a serious conflict within the regime itself, especially between the
military and the executive power. Similar changes do not need to occur
in other parts of Pacific Asia, which might be just as well, since such
political breakdowns often lead to unstable and less durable ‘democra-
cies by default’.

2. Evolutionary change within the regime: South Korea and Taiwan
both experienced a liberalisation of the political system prior to the ac-
tual transition to democracy. The main components of liberalisation in-
cluded the adjustment of election laws, increased freedom to organise
opposition, and reduced control of the printed media. The transition
rather resulted from a process of political change which from the outset
went rather slowly. We can see similar changes taking place in several
of the remaining authoritarian states, most notably in Indonesia. Viet-
nam experienced a similar process in the period 1986-90, has since then
had a reverse wrend. but may turn around again soon. When faced with
various kinds of pressures, some authoritarian regimes prefer to open up
instead of resorting to increased repression.

3. The rise of civil society: In their study of transitions to democracy,
O’Donnell and Schmitter (1986) identify the resurrection of civil soci-
ety as the main factor in laying the foundation for a transition from au-
thoritarian rule to democracy. Taiwan, Korea, Thailand and the
Philippines all seem to fit this description: organised labour was al-
lowed, business groups became more politically vocal, and intellectuals
expanded their organisational reach and political importance. In all four
countries the intelligentsia — university teachers, students and journal-
ists — played a crucial role in the process of democratisation.

4. Socio-economic changes: Three of the five cases — South Korea. Tai-
wan and Thailand — seem to confirm that economic development is a
requisite to democracy. In these countries, profound socioeconomic
changes altered the political expectations of the population, and in-
creased the ability of opposition movements to organise themselves
against the authoritarian government. In the Philippines and Cambodia,
however, democratisation did not result from economic growth, but
rather from a failure to achieve socioeconomic development.

5. External pressures: The moral and political support of the internation-
al community was very important in all five cases. Cambodia is the
prime example of successful international intervention. The withdrawal
of international support for the Marcos regime proved crucial in the
Philippines. The end of the Cold War also had a major impact on the re-
gion with respect to democratisation. The United States ceased to sup-
port authoritarian client regimes, and this increased the need of its allies

in Asia to clean up their politics so as not to lose foreign aid and invest-
ment.

6. The role of political leadership: The transitions in the four countries
could hardly have taken place without some daring decisions by indi-
vidual leaders. If presidents Roh Tae Woo in South Korea and Lee
Teng-huiin Taiwan had decided to retain power by authoritarian means.
which they could well have done. there would not have been any tran-
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sitions to democracy, at least not peaceful ones. In the Philippines, Mar-
cos was forced out of power, but the personality of the main opposition
leader, Corazon Aquino, was also a crucial factor. In Thailand, King
Bhumibol has played an important role, both in supporting an authori-
tarian regime (in 1976) and in ensuring a return to democracy (in 1992).
Vietnam provides a negative example of the same point. It enjoyed a re-
form-oriented political leadership in the late 1980s, but has since then
been ruled by a Politburo where the three leading members seer: to pre-
vent each other from initiating major political changes.

After the transition there is the challenge of democratic consolidation.
This involves institution-building, the adoption and enforcement of new
laws and the creation of an independent judiciary. In South Korea and
Taiwan, the future fate of democracy is also closely related to the ques-
tion of national unity. Democratisation in Taiwan is seen as a threat by
the communist regime in the PRC. It is interesting to note, however, that
at the same time as the military crisis unfolded in the Taiwan Strait in
March 1996, in Beijing the National People’s Congress adopted a new
law ensuring that citizens under prosecution should be considered not
guilty until the opposite had been proven. Freedom of speech and asso-
ciation remain strictly limited in China, however, and even more so
since the 5th plenum of the CCP Central Committee in September 1995.
But rapid socioeconomic changes, international pressures, and the dis-

closure of corruption among regional CCP leaders have made the re-
gime face new challenges.

The political system in China is likely to change, but not necessarily in
the direction of democracy. Military nationalism is a strong political
factor, and a new set of leaders may emerge with a new type of author-
itarian agenda. If China is to go through a peaceful transition to democ-
racy, the initiative will have to come from within the Communist Party,
whose leaders seem to remain divided over major political issues. The
big question is whether it will be possible to maintain the problematic
combination of economic liberalisation, political authoritarianism and
national unity during the power-struggle that everyone expects to occur
when Deng passes away (see Appendix A: Country Scenario China).

Obstacles to Democratisation

Many governments see the emergence of a civil society as a serious
threat to their political system. The Communist parties in China and Vi-
etnam have campaigned for a long time against the danger of ‘peaceful
evolution’. In these states, as well as in Burma, Laos and Singapore, au-
tonomous NGOs are almost non-existent. One of the most serious polit-
ical challenges to the ruling party in Vietnam has come from Buddhist
monks. They refuse to operate within the government-licensed Budd-
hist Church and instead keep up the banned Unified Buddhist Church.
Some of the most well-known monks are serving long sentences in jail.
In all of these strictly authoritarian regimes it is virtually impossible to
organise and fund civic associations based on voluntary membership
(Cotton 1991). In the Philippines. the haven of Pacific Asian NGOs, the
main problem is the fragmented nature of its civil society. Philippine
NGOs have had extreme difficulties in coordinating their activities, and
have therefore been unable to mount any serious challenge to the arbi-

trary rule of local bosses. In Thailand and Malaysia many NGOs are
kept under close surveillance.

82



Democracy

In China, Laos, Vietnam and Indonesia there are multiple obstacles for
people wanting to organise at the local level. People living in poverty
seldom dare to oppose local party leaders, or patrons. Incentives to com-
ply are strong, since local leaders base their power on the distribution of
material benefits, as well as opportunities for jobs and incomes. For ob-
vious reasons, the more people depend economically on their local vil-
lage leaders — who in turn depend on favours from leaders higher up in
the hierarchy — the less inclined they are to challen ge authority. Patron-
age and clientelism are characteristic of Southeast Asian politics, with
the effect that political life is often reduced to a distribution of personal
benefits from leaders expecting, in return, loyaity and political support
whenever there is a local election (Antlov 1995).

Corruption

Corruption by politicians and public officials is a serious liability for
both democratic and authoritarian regimes. There is no doubt that most
Pacific Asian states are deeply imbued with corruption, making it ex-
ceedingly difficult to get administrative promotion, win political influ-
ence or get things done in the economic sphere without engaging
oneself in corrupt practices. There are few moral qualms against the
most widespread forms of corruption. Time and again, however, invis-
ible limits are transgressed, the most well-known being that of president
Marcos in the Philippines who transferred large amounts of public as-
sets abroad.

It seems extremely difficult to distinguish between business, politics
and administration. These distinctions are blurred even in the most de-
veloped nations. In 1995, two former South Korean presidents were
charged with large scale political corruption. One effect of corruption in
the political sphere is that it promotes the public standing of politicians
who manage to keep their reputation clean. But honest politicians are
put to a severe test when they are called upon to clean up. It often turns
out to be impossible to get rid of corrupt practices without making for-
midable enemies. When honest politicians fail, there is a risk of political
apathy and an anti-democratic backlash. Political opponents may blame
corruption on the introduction of democracy and argue for a return to
authoritarian rule (Cha 1993).

From an incoming government’s perspective, it is problematic to charge
outgoing leaders for corruption since this may delegitimise the whole
political system and furthermore, it may induce corrupt government
leaders in other countries to hang on to power as long as possible. A
government cannot, however, avoid prosecuting corrupt predecessors if
their corrupt practices become common knowledge. To refrain from

prosecuting them would run counter to ordinary people’s desire to see
corrupt former leaders behind bars.

Political apathy has grown in Japan due to a combination of economic
uncertainty and political scandals. There has been a dramatic weaken-
ing of traditional bonds of party loyalty. In 1993 this development cul-
minated in a major realignment of party politics with the first non-LDP
government in four decades. Many new political parties emerged, such
as the Japan New Party, and the Japan Renewal Party. At the same time
populism is on the rise. with comedians and anti-establishment politi-
cians gettinga large percent of the vote. Japanese society — in spite of its
great material weaith — is groping for a new sense of direction (Michi-
toshi 1995).Despite being the only solidly implanted democracy in the
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region, Japan has little capacity for inspiring others to democratise.

An important effect of widespread corruption is that political leaders
and security services, gather information about each others’ corrupt
practices. It has become increasingly common to publicise the personal
assets of government leaders as a means to increase popular legitimacy
(Cha 1993: 856). Such information is -.vailable as a basis for raising
charges whenever a politician ‘loses t: :ch’. In socialist countries cor-
ruption is especially unacceptable, suice politicians are expected to
stand for values of equality and austerity. Leaders in China, North Ko-
rea, Laos and Vietnam cannot, on an ideological level, afford to be ac-
cused of corruption, and must therefore try to maintain control of the
media and the judicial system. During the period of market reform,
strong resentment has emerged towards leaders among the veteran
members of the Chinese and Vietnamese communist parties, who, in
turn, feel that what they fought for has been betrayed. Such feelings are
playing a significant role in the political process leading up to the 8th
Congress of the Vietnamese Communist Party in June 1996.

In China, the student movement in 1989 focused on demand for free-
dom and democracy, but the widespread support that the movement got
from the urban Chinese population was probably caused more by re-
sentment over increased prices, party privileges and government cor-
ruption than by a wish for democracy. More recently, in the spring of
1995, some 55 prominent Chinese intellectuals and social scientists for-
warded a petition to the Chinese government, calling for strong action
against official corruption. While not answering the demands directly,
the Chinese regime has increasingly come to realise that it cannot build
its political legitimacy on economic growth alone, but also needs to deal

with the negative image of its public administration (Johnston and Hao
1995: 80).

Of all social systems, the most conducive to corruption is probably the
one that combines an uncontrolled economy with stricly controlled me-
dia and a judicial system under government control. This provides the
basis for corruption, but not for fighting it (Phan Dinh Dieu 1993). Chi-
na and Vietnam have precisely that type of system today. There are ex-
amples, however, of non- or semi-democratic states with liberal
economic policies, which have managed to curb corruption among their
officials. The success stories of Hong Kong and Singapore, where
large-scale corruption has been almost entirely eradicated, also testifies
to the possibility of combining ‘soft authoritarianism’, a free market and
a clean government. This has been achieved through a reasonably au-
tonomous judicial system. The Singaporean leaders are extremely sen-

sitive to allegations that they are guilty of anything that smacks of
corruption.

There are also, of course, many examples of corrupt democracies. In
some cases, resentment towards government corruption can be used to
mobilise social classes and mount a challenge to the government. In
such a situation a struggle for honesty can perhaps lead to democratisa-
tion. On the other hand., it can just as well be used to motivate a military
coup. It is noteworthy that when the Thai Army launched its coup in
1991, there were no major protests in Bangkok, but the next year, when
the ‘honest’ leader installed by the Army was replaced by a military
srongman who was reputed to be corrupt, students took to the streets.

There are many kinds of corrupt practices. and not all impede economic
growth or political stability. A system of bribes and favours which fol-
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lows certain well established norms may well provide for the kind of
predictability needed for economic development, that which public leg-
islation is meant to provide in Western political philosophy. Larger
companies investing in Indonesia or Thailand, for instance, know what
they need to pay at the various echelons and can thus make room for it
in their calculations. A key feature is predictability. Countries like Bur-
ma and Vietnam, which only recently have opened up their economy,
have not had time to establish clear, tacit norms on corruption, and are
characterised by double standards. A modest system of almost institu-
tionalised corruption in the local currency lives side by side with an ill-
defined system of rampant corruption in dollars. This is a serious prob-
lem, both economically and politically.

A second important feature is the /evel on which corruption takes place.
If there is corruption on all levels, it is less predictable than if it happens
only at the top echelon of a bureaucracy. In the latter case, the boss may
obtain the complete loyalty of all of his subordinates by trickling fa-
vours down in the form of perquisites and benefits. In South Korea, the
widely publicised corruption scandals seem to be of this second kind
which probably has not had any disruptive effect on political stability,
administrative efficiency or investment (Root 1996).

A third feature is, of course, the use that is made of benefits obtained
from corruption. Neither Indonesia nor Thailand have strong norms
against corruption, but they do have norms against using benefits pri-
marily for one’s own conspicuous consumption, and for taking assets
out of the country. The Suharto family’s reputation for not having done
what Marcos did is important for the legitimacy of the Indonesian re-
gime — but that reputation may well be changing.

Political corruption does not only lead to mistrust and apathy. It can also
subvert economic growth and political objectives. If a politician’s per-
sonal benefit rather than efficiency or pricing determines a contract,
public resources are not used in an optimal way and the state performs
badly. Indonesia is a country where this has nor happened: although the
companies of Suharto’s family and friends have received most major
business contracts during the 1990s, they have (with a few notable ex-

ceptions) been able to fulfil their obligations. This is where Marcos
failed.

In conclusion, the prospect of democratisation presents a threat to cor-
rupt leaders, and people with a vested interest in corrupt practices tend
to stay loyal to authoritarian regimes, forming an unholy alliance. But
democratisation also brings new opportunities for corruption, linked to
electoral campaigns and political bargaining. And the corruption of

democratic regimes may provide a good argument for returning to au-
thoritarian rule.

Which countries will be able to significantly reduce corruption over the
next twenty years? This will, to some extent, depend on the prospects
for democracy. But democracy is neither a necessary nor a sufficient
condition for eradicating corruption. There must be a political leader-
ship committed to fighting corruption, a judicial system that can file
charges without repercussions, free media €Xposing corrupt practices.
and a professional uncorruptible spirit among civil servants. Only some
of these conditions are present in Pacific Asia today. Japan has a pow-
erful, professional bureaucracy and a free press. but has corrupt politi-
cians anyway. The current scandal in South Korea may perhaps — but
only perhaps — pave the way for a cleaner government. There is no way
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of saying which countries will make most headway. But the key to mak-
ing headway is to institute the rule of law, construct a professional,

well-paid and honest civil service, and encourage an independent civil
society.

Media and Information Technology

Several governments in Pacific Asia have recently expressed concerns
regarding the spread of harmful material through the use of new infor-
mation technology and media. Singapore and Malaysia are taking the
lead in trying to monitor and control the flow of information, with Thai-
land and Indonesia watching developments carefully. These countries
have notions of a ‘free and responsible’ press — in principle there is free-
dom of expression, but there are limits to what can be published and
stated in public. Authors making public statements harmful to national
unity or political stability are subject to prosecution. In such cases, the
issue is not whether a statement is true or not, but whether it is ‘irrespon-
sible’. The prohibition against irresponsible statements has led to a high
degree of auto-censorship. But there are journalists and authors who
cross the limit of what is tolerated. In 1993, three major Indonesian
journals were shut down after having crossed the invisible line. One of

them, Tempo, was revived in March 1996 in electronic form on the
World Wide Web.

Itis often said that information technology, and especially the use of te-
lefax and the Internet will improve the probability of democratisation,
since they allow instant communication without government control.
But both Singapore and Malaysia have started to monitor e-mail mes-
sages and URL-addresses on the World Wide Web. Malaysia has
warned its students overseas that they will lose their grants if they par-
ticipate in Internet discussion groups critical of the Malaysian govern-
ment. It is a breach against Singapore law to read pornographic material
on the Internet, and the Singaporean government claims to be able to
find out who is reading what. It monitors outgoing and incoming e-mail,
and scholars in Singapore are careful to avoid using the Internet for
even mildly critical statements about their government.

Other governments see the Internet in a more positive light. Fidel Ram-
os of the Philippines has his own home page. So have the SLORC of
Burma and the Indonesian army. Singapore also prides itself of being
the most technologically advanced nation in Asia and claims that by the
year 2000, 95 percent of private homes will be connected to the Internet
(The Economist, 10 March 1996). Singapore is thus trying to promote a
‘free and responsible’ use of the Internet: local providers of information
have agreed to filter out offensive material, and organisations posting
religious or political material will have to register.

It is yet to be seen which role the new technologies will have for diffus-
ing pro-democratic ideas in Asia. Potentially, they could give instant ac-
cess to uncensored material and contact with outspoken colleagues
worldwide. Several Indonesian, Vietnamese and Chinese political jour-
nals post material on the Web, and student activists and intellectuals
have access to the Internet. Cambodia and Vietnam received Internet
access in 1995. The official state-owned provider in Vietnam, however,
only allows access to e-mail, not to the World Wide Web. The Vietnam-
ese and the Chinese governments both intend to follow the Singaporean
example and monitor the use of the Internet through filtering devices. In
the years ahead, we shall see a global technological struggle between
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Internet providers attempting to get around government control throu gh
various methods of encryption., and governments trying to limit internet
access, decrypt messages through the use of sophisticated software, and
deter their population from using the Internet freely by conveying the
impression that they are able to read everything. It is too early to say
who is going to win the struggle.

Succession Problems

Since many of the authoritarian states in Pacific Asia are ruled by lead-
ers who have gained power through military coups or intrigues outside
public control, there are no agreed rules for how to ensure a smooth and
peaceful transition of power. The apex of the political system in China,
for example, is characterised by total anarchy in times of political tran-
sition, and completely lacks reliable mechanisms for the transfer of
power (Saich 1995:35). Leading circles both in China and Indonesia are
nervous about what will happen when Deng Xiaoping dies and when
Suharto retires. Potential successors are trying to build their own power
base and do their utmost to undermine the position of their rivals.

One reason why successions are observed so carefully in much of Asia
is the personalised character of politics. In Japan the opposite is true,
and Vietnam may to some extent resemble Japan on this score, but the
politics of Malaysia, Singapore. Indonesia, the two Koreas and China
are closely associated with the personality of the leader. A strong suc-
cessor can almost single-handedly transform the political sphere. A suc-
cessor to Suharto in Indonesia, for instance, could receive instant
widespread popularity by dismantling Suharto’s economic empire.

There is always a risk that succession crises in authoritarian regimes
will lead to violence, persecution and retaliation between competing
elites. It may even rip countries apart or add incentives for adventurous
foreign policies. Political succession struggles do not only involve the
top leaders, however, but entire generations of politicians. When whole
generations of bureaucrats retire — as well as people working in local
and regional governments — new personnel will also enter the public ad-
ministration. This generational transition is now taking place in many
Pacific Asian countries, and may cause significant ideological change
and political instability. A new generation of politicians and public ad-
ministrators will certainly bring along a set of norms and attitudes that
are different from those of their predecessors (Oksenberg and Brege
1993: 25).

The Military

Transitions to democracy build on cleavages within the authoritarian re-
gime. Elite in-fighting can open up the political space, and allow for
pro-democratic leaders to step forward. During succession struggles,
the most important asset of an aspiring leader is to have the support of
the armed forces. There is a close relationship between government and
military in several Pacific Asian states. Some of them, like Indonesia
and the communist countries (to some extent also Thailand), are mili-
tary regimes where political decisions derive from or must be supported
by the armed forces. This fluctuates, however, and it seems that an in-
creased separation of government and army has been a crucial condition
for recent reform in countries such as Indonesia, Thailand and the Phil-
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Strange bed-fellows
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ippines. The 1986 election in the Philippines would not have proceeded
so peacefully were it not for a group of military officers who had grown
disenchanted with the regime and supported Aquino. In China and Vi-
etnam, the military connection is still very strong, and elite infighting
often takes the form of squabbles between military hard-liners and ci-

vilian pragmatists, but here it is mediated by the party (Huntington
1995).

In Indonesia in 1993-94, however, it was in fact the military which
pressed for more political openness, in a quest to regain some of the po-
litical clout it had lost to technocrats. When elites are intriguing against
each other, there may be strange bed-fellows. Indonesian military lead-
ers have in fact tried to approach the very same proponents of democra-
cy which they previously suppressed, and the President has tried to
improve relations with Muslim organisations previously alienated by
his policies (Crouch 1996). In this new atmosphere, the military has

even allowed demonstrations in front of the Presidential Palace in Ja-
karta.

When such events occur in authoritarian Asian states, the question to
ask is who allows it and why. When more political openness results
from infighting within elites, it can or cannot lead to democratisation.
Recent experiences from Thailand can perhaps be seen as promising: ri-
valries within the military elite have given civilian parties an opportu-
nity to gain strength. We might however expect the military to play
important roles in many Pacific Asian countries, in part because they

possess a high degree of technological knowledge and management
skills.

The Scenarios

Chapter Two discussed the relationship between economic growth and
political stability, and also touched upon the question of democracy. It
showed the complexity of the matter. Economic growth can solidify an
authoritarian regime. but also pave the way for sustainable democrati-
sation. Economic stagnation can destroy both authoritarian and demo-
cratic regimes. If an authoritarian regime collapses through internal
decay, it may lead to the institution of a fragile democratic form of gov-
ernment. If a democracy fails, it will lead to the formation of some kind
of authoritarian government which, if it ensures a better economic per-
formance, can last another generation.

This, of course, is a simplification. Political developments are extreme-
ly difficult to predict, since they depend not only on economic factors
but also on the perceptions and behaviour of political leaders and social
groups — their assessments of the future, the strategies they adopt, the

bargains they strike, and even chance events such as the unexpected
death of a leader.

High Economic Growth and Political Stability

If growth continues for twenty more years, it is plausible that the re-
maining semi-authoritarian governments will survive more or less in the
form that they have, mainly because of two factors: First, growth wiil
allow these governments to maintain the support of local leaders by of-
fering them economic favours. Second, with continued economic
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growth, the Pacific Asian nations will become a strong force in the in-
ternational arena, and that will enable them to make their model of an
‘Asian democracy’ into a source of pride.

But economic growth will also affect the class structure of society at
large. The formation and roles of social classes in Asia have differed
from those of Europe. Two new classes have emerged during the past
twenty years: a middle class and an organised working class. But the in-
digenous middle classes in several of the newly industrialised states,
such as Indonesia, owe their existence to state policies and government
programmes rather than to their own entrepreneurship. These groups
which, according to ‘modernisation theory’, should be expected to put
pressure on government for democratisation may in fact have a lot to
lose from political changes. There are, however, also middle classes in
Asia which are less dependent on the state, notably in Taiwan, Thailand
and the Philippines. In these countries we may again see students and
various segments of the middle class stand up in defence of democracy.

The working class has a clear interest in the freedom to organise. But
organised working classes are either too small to be influential (such as
in Indonesia, Vietnam and the Philippines) or they are prevented from
influencing politics (as in China and Thailand). Trade union activities
are heavily circumscribed in most authoritarian states, and also in some
democracies. In search for comparative advantages, Indonesia, Viet-
nam, Thailand and Burma have managed to keep minimum wages down
by compulsory membership in government-controlled trade unions. In
many countries, however, there are signs of incipient labour unrest. In-
donesia had a strong peasant union that was crushed in 1965: millions
of people were organised in different class-based interest associations.
There are still many organisations in Indonesia, albeit not class-based.
An effect of economic liberalisation could be increased demands to pro-
tect workers’ rights. But as long as there is a huge reserve of unem-
ployed labour, the strength of the working class will remain limited. In
this regard it is interesting that Malaysia has a severe shortage of labour
and relies on the work of large numbers of illegal Indonesian immi-
grants.

A specific problem in planned economies that have initiated market-ori-
ented economic reforms — such as China and Vietnam — is the rapid de-
terioration in living conditions for workers in state-owned industries.
There is a massive hidden unemployment in the Chinese state sector.
with millions of industrial workers who remain idle. Allowing these
people to become officially jobless, however, is ideolo gically unaccept-
able. Worker discontent in China is on the rise.

Economic growth is likely to help governments to achieve political sta-
bility, but only if its benefits are spread evenly among the population as
well as between regions. As discussed in chapter one, one of the
strengths of Asian growth has been the relative equitable distribution of
wealth and incomes. This has not only strengthened the economy, but
has also allowed for increased political participation. If economic
growth is unevenly distributed and does not reach all layers of society,
there will be pockets of social discontent. This may lead to an increas-
ingly disaffected working class. Skilled workers may try to organise
trade unions in order to protect and promote their economic interests. If
economic inequalities contain a bias against certain ethnic or religious
groups — or is highly concentrated to certain regions — this may lead to
movements demanding a greater share in political decision-making. In
this way the working class could perhaps play some of the democratis-
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ing role that middle classes are expected to play according to moderni-
sation theorists.

High Economic Growth and Political Instability

High economic growth under weak government provides little ~cne for
democratisation from above, but may unleas: pressures for de:nocracy
from below. Such pressures may in themselves be a source of political
instability and internal decay, and could be followed by more or less
successful repression. If the regime is divided in factions struggling
against each other, workers and middle classes may be able to find alli-
ance partners within the regime in a quest for democratic reforms, but
this will be a difficult game which may as well lead to a more authori-
tarian government. Pressures by some groups for democracy without
widespread popular support might be a factor contributing to political
instability followed by a crack-down by the authoritarian government.
Large-scale popular protests against the regime may backfire and lead
to harsh repression, as was seen in 1989 in Beijing and in Burma in
1990, where a period of political liberalisation was violently put down
and followed by numerous arrests and killings.

In order for the middle classes to jeopardise their newly won prosperity,
they need more than uncertain political benefits. They will look for
leaders with a capacity to introduce the rule of law and increased polit-
ical pluralism, and who can overcome political instability. This was the
situation that led up to the recent wave of democratisation. Stability and
peaceful social relations are important preconditions for a smoothly
functioning democracy, and if political turmoil gives rise to ethnic, re-
gional or class conflicts, a transition to democracy seems very unlikely.
One possibility, under this scenario, would be an oscillation between

periods of democratisation and of authoritarian retrenchment, such as
we know from Thailand.

Instability poses specific problems for new democracies. But as long as
they maintain growth, citizens will often allow a period of political tran-
sition, such as the present situation in Thailand. But lacking a democrat-
ic culture, people and elites are probably more impatient in Pacific Asia
than in Europe. A new coup in Thailand is not inconceivable if Prime
Minister Banharn Silpa-archa fails to address questions of economic
mismanagement and the government’s incapacity to solve a number of
immediate social problems — such as regional inequalities, environment
degradation, traffic jams, violence, and AIDS. This is the difficuit proc-
ess of democratic consolidation, in which elected politicians must prove
to both the electorate and residual authoritarian elites that democracy is
the optimal political system.

Economic Stagnation and Political Stability

There is no doubt that economic decline will threaten the stability of
both democracies and authoritarian regimes. especially if it occurs sud-
denly. A more gradual slowdown will be less disruptive, but will also
be problematic. Thus, this is the scenario most likely to induce peaceful
and stable changes, with reforms in the political system that may entail
a change of government, but not any violent conflicts. In democratic
states the government will be blamed for deteriorating economic condi-
tions, and be voted out of power. In Asian authoritarian regimes, where
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no formal opposition is allowed, there may instead be a growing sense
of failure, giving rise to popular pressure to revise the entire political
system. These changes could provoke the introduction of a military dic-
tatorship, but could also open up opportunities for a peaceful transition
to democracy. Democracy established through a compromise involving
the voluntary abdication of the previous power-holders tend also to be
more sustainable in the long run than those established as the result of
open conflict.

Naturally, economic stagnation could be threatening to regimes with a
short record of democracy such as Korea, Taiwan and the Philippines.
There are, however, examples of democracies which rather successfully
have survived long periods of low economic growth, India being the
main example. Economic performance is not the main factor in the ex-
plaining democratic transitions, as we have argued above. The demo-
cratic transitions in Korea and Taiwan were results of developmental
success, but in the Philippines it was the result of developmental failure.

Economic Stagnation and Political Instability

Low economic growth in combination with a high degree of political in-
stability will result in a rapid decline of popular support and a break-
down of elite cohesion. This scenario is the one most likely to give rise
to political coups against the current leadership, be it democratic or au-
thoritarian. The scenario is uniikely to lead to a democratic transition,
nor will it reaffirm Asian values. Both of these systems will be too weak
to handle the difficult circumstances, and the main question will be if
power groups are able to keep the state together.

It is quite possible that economic decline and political fragmentation
will lead to civil war, notably in China, where it may continue for an ex-
tended period of time. Of the countries in Pacific Asia, there are few
states, perhaps only Japan and Singapore, which could withstand and
manage this kind of situation without being in danger of breaking up.
Traditionally, social instability is a sign that the rulers lack legitimacy,
and have lost the ‘mandate of heaven’. In China, there are already signs
of declining central government control of outlying provinces, and of
lawlessness in certain areas.

This may not have serious political repercussions as long as there is eco-
nomic growth, but with an economic recession it could quickly be trans-
lated into a breakdown of the state itself. This might then cause
contradictory demands for local autonomy and a return to law and or-
der. During the period of economic reforms in China, and the increase
in crime and corruption that followed in its wake, there have been sev-
eral campaigns against ‘enemies of the people’ where even petty crim-
inals have been executed without any trial. The purpose of this is to
ensure a degree of social control which can prevent our fourth scenario
from coming true.

Under this scenario the armed forces will probably take direct responsi-
bility for political affairs. This could take place not only in China. but
also in Indonesia, Thailand, Vietnam and the Philippines. perhaps even
in Malaysia and South Korea. This would imply a serious backlash
against democracy with world-wide implications.

Civil war
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Democracy as
a universal norm

‘It is time for Asia to
become a greater contribu-
ior 1o the advancement of
human civilisation,
as great a contributor
as we so often have been
in mankind's past’.
(Commission for
a New Asia: 2)

Conclusion

If we assume that the Asian economies will continue to experience eco-
nomic growth, there are two main possibilities. The first is that Asian
regimes continue to cultivate their ‘Asian values’, thus creating an al-
ternative development model, different from that of the ‘liberal West’.
The second possibility is that Lipset’s proposition is proven correct af-
ter all, and that Pacific Asian states will find their own divergent pros-
pering forms of constitutional democracy, just as most European and
American states have done. Then the main principles of democracy may
turn into universal norms, and provide for a global society, not one
without conflicts, but one that is able to handle them peacefully. Pros-
pects for peace and war are the subjects of the following chapter.

Factors promoting democracy:
» apast democratic tradition.

« the rise of educated middle classes, NGOs and a civil society.
« global diffusion of democracy.

 international pressures.

« expanding roles of existing representative institutions.

+ more widespread access to state resources.

« local democracy and popular political participation.

« resentment against corrupt political leaders.

« failure of authoritarian governments to deliver the goods.

« internal decay of an authoritarian regime.

Factors impeding democracy:
 authoritarian traditions.

* lack of mechanisms for peaceful transitions of power.

- amiddle class dedicated to a strong state.

« strict controls over civil society and media.

+ perceptions of democracy as being an ineffective system.

« wishes to differ from ‘the West’.

= patron-client relations obstructing local political participation.

+ lack of access to information.

* demands for law, order and strong government to curb criminality.
« strong linkages between army, politicians and capitalists.

» success of authoritarian governments to deliver the goods.
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Chapter Six
COOPERATION AND CONFLICT

The end of the Cold War brought peace to Southeast Asia. Since 1989,
when the Vietnamese army pulled out of Cambodia, the region has been
remarkably peaceful. Wars have been raging in distant places such as
Yugoslavia, the Persian Gulf, Caucasus and Central Asia, while East
and Southeast Asian nations have concentrated on achieving economic
growth. The few remaining armed internal conflicts (in parts of Cambo-
dia, Burma, the Philippines, and in East Timor) are less intense than be-
fore. The present ‘war’ in Pacific Asia is economic: nations and regions
compete for investments, loans and market shares. But can this last?

Even when there are peaceful relations between states, in the sense that
they do not fight each other militarily, there may be strong underlying
tensions. We may say that while previous sources of tension have been
significantly reduced in Southeast Asia, latent conflicts are all the more
acute in East Asia where the end of the Cold War did not bring much
change. The three major ‘hot spots’ are the Korean peninsula, the Tai-
wan Strait and the South China Sea. These conflicts carry the risk of de-
generating into open war, especially since the present regimes of North
Korea and the PRC must be considered highly unstable. Their govern-
ments may be tempted to redirect attention from internal problems by
striking against external targets (Hart 1995: 7). In Southeast Asia, by
contrast, several sources of tension have been resolved through agree-
ments over territorial disputes between Vietnam and many of its neigh-
bours, and through the country’s recent membership in ASEAN (Amer

1995: 311). There are few remaining disputes over land borders in
Southeast Asia.

By and large, the end of the Cold War significantly lowered the level of
contlict in all of Pacific Asia. It also altered the power balance in the re-
gion by dramatically reducing Russian influence and limiting the US
military presence. The European role remains negligible. Because of
domestic problems, Russia has all but ceased to play a role in Pacific
Asian security politics, and Moscow has failed to resolve its conflict
with Japan over the Kuriles, thereby obstructing the option of a Russo-
Japanese partnership in exploiting the resources of Siberia. The Russian
navy still retains base rights in the Vietnamese Cam Ranh Bay, but
Moscow has ceased to assist its former regional allies. North Korea, Vi-
etnam and Laos have thus been left in a vulnerable security position.
North Korea - the only remaining ‘garrison state’ in the region - has
come to rely even more than before on China, but the latter has given
priority to relations with the economically far more interesting South
Korea. Beijing and Seoul established full diplomatic relations on 28 Au-
gust 1992, thus causing deep concern in Taiwan and North Korea. Tai-
wan lost its last major ally in the region, and North Korea was enraged
by Beijing’s decision to develop close relations with its enemy in the
South. The North Korean regime has since become isolated, and is like-
ly to break down soon.

Vietnam, however, has opened up and embarked on a process of eco-
nomic reform. After withdrawing from Cambodia. Hanoi normalised

Peace since 1989
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Vietnam as
member of ASEAN

‘Germany pays 1.4 billion
dollars each year for the
80,000 US troops on it soil
while Japan pays 6 billion
dollars for a contingent of
47,000. What rationale is
there for paying about ten
times per head what another
host nation pays? ... it should
be realistically possible o re-
locate the main base of the
marine corps stationed on
Oldnawa to Hawaii or
Guam.’

(Former Japanese PM
Morihiro Hosokawa
in a lecture on ‘Restructuring
the Japan-US Alliance’,
Washington DC, 12 March
1996).

Japanese
security policy

relations with Beijing and made overtures in the direction of a more for-
mal alliance, but Beijing refused (Thayer 1995). In July 1995, Vietnam
joined the Association of Southeast Asian Nations (ASEAN) as a full
member. There are several implications of Vietnam’s rapprochment to
the PRC on the one hand and its membership in ASEAN on the other.
A closer and more cooperative relationship between Beijing and Hanoi
is obviously a positive sign for regional stability in Southeast Asia. If
Sino-Vietnamese economic ties were to grow much closer, however, or
if the foreign policies of the two countries were to become more co-
ordinated, it could be perceived as a threat to the neighbouring states in
ASEAN. In the security sphere, if Vietnam and China were to reach a
bilateral agreement to resolve their conflict over the Paracel and Spratly
archipelagoes, this would not necessarily be welcomed by the other
claimants to the Spratly islands. They would rather see it as a threat to
the regional military balance (Amer 1993a: 326-27). Vietnam clearly
needs to strike a balance between improving its relations with China and
its desire to accomodate the interests of other members of ASEAN. Vi-
etnam’s inclusion in ASEAN can thus be seen not only as resulting from
economic concerns, but represents a way for Hanoi to avoid a one-sided
dependence on China (/bid: 329).

The reduction in the US role has been less dramatic than that of Rus-
sia’s, but the closure of the US bases in the Philippines in 1992 signifi-
cantly reduced the capacity of the US Seventh Fleet for operating in the
South China Sea. In 1995 the US military base on the island of Okinawa
came under strong attack from local politicians, after a group of US sol-
diers were charged with the rape of a young Japanese girl. US policy to-
wards the region has been vacillating, with a Republican-dominated
Congress displaying weak competence in matters of foreign policy, and
a Democratic President having to take attitudes in Congress into ac-
count when formulating foreign policy. The Clinton administration has
nevertheless been able to play a pivotal role in invigorating and broad-
ening economic cooperation in Pacific Asia, particularly within the
framework of APEC (Asia-Pacific Economic Cooperation) which was
established in 1989, and which came to include both China and (with a
special status) Taiwan. In March 1996, Clinton did not hesitate to send
US warships to the area when the PRC launched military exercises in
conjunction with Taiwan’s first presidential elections.

Despite much anti-Western rhetoric most governments in Pacific Asia
tend to expect the US to ensure regional stability. There have been calls
by some politicians in Tokyo for a more independent or ‘Asianised’
Japanese foreign policy, and Japan has built up its armed forces signif-
icantly. Tokyo has nevertheless remained strongly committed to its se-
curity treaty with the US, and has been reluctant to take a higher profile
in regional affairs. Japan plays its role through loans, investments,
trade, official development assistance (ODA) and discreet diplomacy -
leaving tough talk and shows of force to the US. The strongest policy-
making institution in Tokyo is still the Ministry of Finance which also
controls the army: the so-called ‘Defence Agency’.

The main consequence of the reduction in Russian and US military
presence in the region is, in addition to the somewhat growing influence
of Japan, that ASEAN has taken on a new role as an initiator of security
dialogues between the states of the region. There is also a growing and
widespread fear of Chinese regional hegemony in the future. A number
of factors - such as China’s dramatic economic growth. its efforts to
modernise the People’s Liberation Army (PLA), naval buildup, stub-
bornly authoritarian regime, claims of virtually all of the South China
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Sea, and saber-rattling towards Taiwan - have provoked a heated debate
about Chinese expansionism. This debate is not well understood by the
Chinese government itself, which is most worried about Japan and an-
noyed by US attempts to intervene in their internal affairs. China is big
enough as it is, and is in no need of foreign expansion, Beijing often
says. What China needs is economic development with social and polit-
ical stability. When foreigners speak of Chinese expansionism, or when
they criticise internal conditions in China (which includes the ‘renegade
province’ Taiwan), this is considered improper and offensive.

Perhaps the most significant result of the anxiety caused by growing
Chinese power is the transformation of the role of ASEAN, and an ex-
pansion of its committment to act as a host to multilateral meetings in-
cluding all major states in the region. When ASEAN was established in
1967, its main objective was to achieve regional reconciliation in the
wake of Konfrontasi between Indonesia and Malaysia. Although its
emergence was the result of many factors, few were more important
than the desire of Southeast Asian governments to create a forum for
discussing and resolving regional disputes. The main achievement of
the organisation has been to facilitate political cooperation between the
six states of Thailand, Singapore, Malaysia, Indonesia, the Philippines,
and the Sultanate of Brunei which joined ASEAN after gaining inde-
pendence from the UK in 1984.

In the 1970s the security perceptions of the ASEAN nations focused not
only on external threats, but also on the idea of a ‘common internal en-
emy’ - namely the challenge of communist insurgency which all mem-
ber states were facing, and also ethno-religious separatist movements,
especially in Thailand, the Philippines and Indonesia. The Southeast
Asian states did not seek national security through a formal military al-
liance, but rather perceived ASEAN as a forum for strengthening na-
tional self-reliance with a maximum of political stability. The main
obstacle for ASEAN in its early attempts to act as a diplomatic commu-
nity on regional issues was the lack of a shared strategic perspective
among its members, but in 1975, with the success of revolutionary com-
munism in the three Indochinese states, ASEAN regained a common fo-
cus. The members of the Association reacted in 1976 by convening the
first summit of heads of government in Bali. Political co-operation
within ASEAN was also displayed in the wake of Vietnam’s invasion
of Cambodia in 1978, and the member states effectively denied legiti-

macy to the Vietnamese-backed government in Phnom Penh (Leifer
1995: 50-51).

Since the resolution of the Cambodian conflict and the end of the Cold
War, ASEAN has sought to adapt to a new and uncertain strategic en-
vironment, and the Southeast Asian nations have redirected their ener-
gies towards agreements on trade and regional economic development.
Numerous efforts have been made to envision new security solutions
among the member states, and as a result ASEAN has managed to boost
its international standing. This is demonstrated both by the expansion of
its membership and by annual conferences attended by foreign minis-
ters not only from the member states themselves, but also from dialo gue
partners outside the region: the US, Japan, Australia, New Zealand,
Canada, South Korea and the European Union. In recent years Laos and
Burma have been granted observer status at these conferences, and this
was also the case of Vietnam until it became a full member. At the
ASEAN meeting in Singapore in 1993, where foreign ministers of the
PRC and Russia also were present, the ASEAN Regional Forum (ARF)
was created as a wider vehicle for dealing with regional security issues.

The security role of

ASEAN
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The declared purpose of ARF is to establish a dialogue in order to work
out a predictable and constructive pattern of relationships in the Asia-
Pacific in the wake of the Cold War. The first working session of the
ARF convened during the meeting of ASEAN’s foreign ministers in
Bangkok in 1994, and the second session convened at Brunei in 1995.

One might have thought that internal conflicts between Indonesia, Ma-
laysia, Thailand, the Philippines and Brunei would resurface once the
external threat from Soviet-backed Vietnam was removed. This did not
happen. Apart from the squabbling between Singapore and the Philip-
pines over the Contemplacion affair in 1995, relations within ASEAN
have remained amicable. The association will soon adopt Laos as its

seventh member and is likely to also include Burma and Cambodia in a
few years time.

For a while there seemed to be rather strained relations between some
of the ASEAN states and Australia, but in late 1995, Indonesia and Aus-
tralia surprised the world by signing a security agreement. All in all it
must be recognised that ASEAN is now playing a leading role in creat-
ing a framework for regional co-operation based on the kind of trust that
can be derived from regular meetings. From relying on the US and Chi-
na to contain Vietnam, ASEAN has transformed itself into an associa-
tion encompassing Vietnam and trying to engage external powers,
notably China. One ASEAN member, Malaysia, has wanted to go fur-
ther in the direction of ‘Asianisation’, and create a purely Asian eco-
nomic framework as an alternative to APEC. This would mean to
exclude the United States and to force Japan to adopt a higher profile in
regional affairs. Tokyo rejected this proposal and instead went along

with the USA in preparing for a reduction of trade barriers across the
Pacific.

Latent Conflicts

As of March 1996, the above is more or less what the regional security
situation looks like. Before proceeding to discuss future scenarios, we
must identify some of the main factors that could upset the present
peaceful situation, and discuss those issues related to territorial control
which may give ground for violent conflict:

First, the conflict on the Korean peninsula can easily escalate into open
conflict. For a long time the fear of war made it easier for the two re-
gimes to legitimate systems of political repression and social control,
and the leaders of North Korea have a vested interest in keeping up the
status quo. The democratisation of South Korea has no doubt been seen
as a threat to the North. Thus, even though there would be large poten-
tial gains if the two Koreas could cooperate economically, this is unlike-
ly to come about unless there is a major change in the political
leadership in Pyongyang. Due to lack of reliable information about the
economic situation, there has been a lot of speculanon among foreign
analysts about an imminent political breakdown in the North. It could
be triggered either by a power struggle at the top, or by revolt caused by

famine. This could in turn deteriorate into open warfare between North
and South Korea.

Second., as evidenced from the crisis of March 1996, the conflict over
Taiwan can also be highly explosive. Should Taiwan make further
moves in the direction ot independence, this might well trigger an inva-
sion from the Chinese mainland which in turn could lead to US and, at
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a later stage possibly Japanese, intervention.

Third, naval and air battles could also take place between the states
claiming the islets in the Sprarly archipelago. In 1995, the US State De-
partment estimated that there were Vietnamese troops on twenty is-
lands, Chinese on seven, Filipino on eight and Malaysian on two. In
addition, Taiwan occupies the largest island, and Brunei lays claimto a
sector covering part of the Spratlys. A major problem in the Spratly con-
flict is that as long as ASEAN member-states are involved, ASEAN as
an organisation will not be able to mediate an agreement on the whole
conflict involving non-ASEAN members - such as China (Salameh

1995: 145. Emmerson and Simon 1993: 11-12. Leifer 1995. Amer
1995: 312).

Fourth, even though Russia’s role and significance in East Asia has
been seriously weakened, this development may in itself cause instabil-
ity and conflict. If Russia continues to be plagued by internal conflicts
- and Japan becomes more militarily assertive - the long-lasting conflict
over the four southernmost islands of the Kuriles (Kunashiri, Shikotan,
Etorofu and Habomai) could become a military flash-point in Northeast
Asia. Moreover, if the political situation in the Russian Federation fur-
ther deteriorates, civil wars may break out both in Russia and in
Kazakhstan. If this were to resuit in a total loss of Moscow’s control
over Siberia, Japan and/or China might feel compelled to intervene.

Fifth, if Japan overcomes its reluctance and decides to invest heavily in
supporting the Burmese, Laotian and Vietnamese economies as an /-
dochinese barrier to Chinese expansion, the land border between South-
east Asia and China may once again become a source of serious tension
(cf. Hisahiro 1995). Renewed civil war in Cambodia can lead to military
intervention by Thailand, thus causing a Vietnamese reaction, and the
contested border between Vietnam and Cambodia may also become an
area of military conflict. The basic problem in Cambodia, however, is
the refusal of the Khmer Rouge to take part in the demobilisation of mil-
itary forces as stipulated in the Paris Agreements (Amer 1993b: 225).

Underlying Dangers

In addition to these latent conflicts there are a number of underlying de-

velopments which may strain relations between states and mentally pre-
pare them for war:

First, the 20th century legacy is exceedingly violent: J apan and China
fought each other in 1895 and again from 1931-32 and 1937-45. J apan
intervened both in Russia and China during World War I, held Taiwan
as a colony for half a century (1895-1945) and Korea for 35 years
(1910-1945). Japan defeated Russia in 1905, but suffered heavy losses
when confronting Soviet armies in Manchuria in 1939 and in August
1945. The present Chinese regime came to power as a result of the civil
war lasting from 1927 to 1949, and the continued separation of Taiwan
from mainland China is a legacy of that war. Indochina has been the
scene of three major wars between 1945 and the Cambodian peace set-
tlement of 1993. Several Southeast Asian nations have been through
long periods of insurgency, and in the 1960s Indonesia and Malaysia
had their Konfrontasi. All of these wars have left memories which can
easily be exploited to stir up chauvinistic or xenophobic sentiments.

Second, if the economic growth of the last fifteen years continues, the
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‘Interms of military strategy,
China follows a policy of
positive defence and adheres
fo the idea of people’s war.
China does not seek world or

(PRC white paper on arms
control and disarmament,
Xinhua News Agency, No-

regional hegemony.’

vember 16, 1995)

power balance will change radically in China’s favour and may lead to
an arms race in the region. Unless China radically alters its foreign pol-
icy behaviour, this is likely to increase the anxiety of neighbouring
states and induce them to engage in an arms race. It may be an exagger-
ation to say that an arms race is already going on in Pacific Asia, but be-
tween 1985 and 1994, military expenditures increased by almost 60%
in Japan :nd South Korea, by more than 90% in Singapore, 35% in
Thailanc. ind 31% in Taiwan (see table 6.1). Of the socialist states only
North Korea has continued to divert a very large share of its gross na-
tional product to the military - more than 26% of its GNP in the estimate
of the International Institute of Strategic Studies in London. Vietnam
and China are now endeavouring to modernise their weaponry, but Vi-
etnam is still too poor to acquire much sophisticated technology. The
military buildup is likely to continue, particularly in Southeast Asia as
long as China is perceived as a serious security threat. In 1995 Southeast
Asia overtook the Middle East as the world’s third largest weapons mar-
ket after the US and Europe, buying over 9 billion USD worth of weap-

ons - which amounts to about 22% of world sales (Luce and Bardacke
1996: 6).

Table 6.1: Estimated Defence Expenditure in Pacific Asia, 1994

1994 Change 1985-94 (%)

Japan 44,600 +57.9
China 27,680 + 6.1
South 13,153 +59.1
Taiwan 11,065 + 30,8
North 5,412 -09
Thailand 3.313 +34.6
Singapore 2,982 +91.0
Malaysia 2,652 +14.4
Indonesia 2,256 - 26.7
Philippines 855 3,
Vietnam 837 -73.5
Brunei 233 - 1.3
Laos 111 +54.2
Cambodia 59 n.d
India 1321 -11,0
Russia* 106,927 - 66,3
USA 278.730 -17.8

Source: International Institute of Strategic Studies 1995: 264-266. *Change in

relation to the whole of the USSR in 1985. NIAS 1996

Even though China is a nuclear power which has engaged in joint weap-
ons development projects with Pakistan and is buying sophisticated
weaponry from former Soviet republics, it will take at least a decade be-
fore it can have an army, navy and air force with any hope of matching
other armies in the region technologically (SIPRI Yearbook 1995: 359-
388). According to SIPRI, the quality of Chinese military research and
development may even be deteriorating because experts are finding bet-
ter salaries in the private sector. The main military buildup in Asia since
the end of the Cold War has taken place in Japan, on the Korean penin-
sula, and in Taiwan and Singapore. This may be explained by the fact
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that these states are the most prosperous in the region, that they are pre-

paring to fill the void emerging if the US withdraws, and that they fear
the future strength of China.

Table 6.2: Numbers in Armed Forces, 1985-94

Armed forces Change 1985-94 Reservists and

(000), 1994 (%) paramili
(000), 1994
China 2,930 -249 2,400
Korea, N. 1,128 +34.6 655
Korea, S. 633 +5.9 4,504
Vietnam 572 -443 3,050
Taiwan 425 -43 1,684
Indonesia 276 -0.8 574
Thailand 256 + 8.8 361
Japan 237.7 -22 60
Malaysia 114.5 +4.1 84.1
Philippines 106.5 T2 172
Cambodia* 88 + 1529 220
Singapore 54 - 1.8 274
Laos ki) -31.1 n.d
Brunei 4 +7.3 5
Russia** 1,714 -67.7 2,680
USA 1,650 -233 2,154
India 1.265 +0.4 2212

Source: International Institute of Strategic Studies 1995: 264-266. * Numbers
lacking for reservists. **Change in relation to the whole of the USSR.

1985. NIAS 1996

Third, economic transformations are likely to lead to increased social
and regional inequalities not only between states, but also internally.
This may provoke regional conflicts, in some cases with ethnic dimen-
sions. If the growing prosperity of Chinese communities does not go
hand in hand with improving living standards also for other ethnic
groups in Southeast Asia, perceived inequalities in income and wealth
may lead to a confluence of struggles over ethnicity and class. In 1994,
there was a riot in Sumatra, directed against the collusion between Chi-
nese-owned companies and government-controlled unions. The Con-
templacion affair in 1995 was a conflict with several dimensions:
gender, Malay versus Chinese ethnicity, and poor state versus rich state.

We may see more of such conflicts if labour movements take on ethnic
dimensions.

Fourth, as shown in chapter three, rapid economic growth may create
severe resource crises over oil, food, water and minerals. China’s lack
of oil is an essential factor behind its aggressive claims in the South Chi-
na Sea. Oil companies are already exploring for oil despite the fact that
no real negotiations have been held between the riparian states over the
delimitation of national territories. As far as water is concerned. Chi-
nese, Laotian and Thai dam projects in the subsidiaries of the Mekong
River may adversely effect the rice harvests in the Viemamese Mekong
Delta.

Japan rearms

The reduction in the number
of troops in Pacific Asia
which can be seen from table
6.2 has two main explana-
tions: On the one hand the
major military powers
(except North Korea) learned
from the Gulf War that in the
era of high-tech warfare, it is
more important to have mod-
em weaponry than a large
conventional army. Thus sol-
diers have been replaced
with aircraft, ships and tanks.
On the other hand, the troop
reductions in China have to a
great extent consisted in
transferring soldiers from
military units to police forces
or paramilitary units which
can be used to quell possible
future uprisings in the major
cities. Similar changes may
have happened in other
countries as well.

Ethnic and regional
conflicts
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‘Nazi Germany, after all,
was far more integrated into
the worid economy in 1939
than China is today. In the

Taiwan Strait, the
United States would
do well to remember
Theodore Roosevelt' s motto,
‘Speak softly
and carry a big stick’
(George Hicks in /Interna-
tional Herald Tribune
March 19, 1996).

‘The lessons of the 1920s and
1930s suggest that the only
way in which a retreating US
can maintain its influence ar
a reduced cost is by estab-
lishing an effective multilat-
eral security structure’
(Buzan and Segal 1994: 18).

Fifth, a majority of the states in the region are non-democraric. This
means that in several Pacific Asian states there are no formalised proce-
dures for leadership succession, and there is therefore good reason to
fear violent succession struggles. Indonesia will soon need to replace a
strong leader who has run the country for more than thirty years and has
not designated any successor. In China it can be determined only after
Deng Xiaoping’s death if Jiang Zemin (the general secretary of the
CCP) is able to stay in control. Lack of democracy may also increase
the danger of international wars. Numerically oriented peace research-
ers have established that in the past, democratic states have never - or
extremely rarely - gone to war against each other, whereas democratic
and non-democratic states have often been at each others’ throats. A re-
gion with radically different kinds of regimes can thus be expected to be
more war-prone than one with a shared political culture.

Sixth, US military power remains paramount in the Asia-Pacific region.
Everyone knows it, and this yields a tacit understanding that no Asian
power will undertake actions that are likely to provoke US intervention.
Most governments remain comfortable with the US presence, but there
is a movement within the region to manage one’s own affairs and reject
the superpower’s arrogance. Moreover the American bases are not pop-
ular among the local populations in either South Korea or Japan, and US
public opinion itself may turn against deploying large-scale military
forces overseas. It is therefore quite probable that the swength of US
forces in Pacific Asia will diminish further, albeit gradually. At some
point this process will reach a turning point where US presence is no
longer perceived as a source of security. Then local antagonists may

feel tempted to escalate conflicts among themselves (Emmerson and Si-
mon 1993: 6).

Seventh, Pacific Asia has not yet got far in establishing Confidence-
Building Measures (CBMs) such as military transparency, regular con-
tact between military commands. joint exercises, etcetera. There are
few institutional frameworks for conflict resolution. Other issues - such
as ideological or religious differences. competition over foreign invest-
ments, market shares, piracy, smuggling, drug traffic, crime syndicates,
remaining secessionist movements and large movements ot migrant la-
bourers across borders - are perhaps less likely to give rise to violent

conflict between states, but may contribute to souring their relations
with each other.

All of this indicates that much remains to be done in order to create the
foundation for future regional security. Let us try to discuss what scope
our four scenarios will give for establishing a cooperative international
regime, and also what risks they entail in terms of violent conflict.

High Economic Growth and Political Stability

This scenario assumes internal political stability in the major states of
the region, in combination with a continuation of the phenomenal eco-
nomic growth of the last two decades. This is, of course. the scenario
that most Asians are hoping for. It will significantly increase the weight
and importance of Pacific Asia in global affairs. It will also increase the
interdependence of Asian nations. Possibly, new important intellectual
centres will emerge in the region to strengthen the prestige and global
recognition of Asian culture and ideas. As for the future pattern of in-
ternational cooperation, we may establish three possible sub-scenarios:
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(@) An Asian bloc under joint Sino-Japanese leadership, and with
strained or difficult relations to North America and Europe. Such a sce-
nario may lead to the abandoning of all kinds of development aid and
assistance from Western nations to Asia. Pacific Asia, North America
and Europe will then compete for influence in Africa and South Amer-
ica. This will tend to confirm Samuel Huntington’s vision of a clash of
civilisations (Huntington 1993). It will keep Asians together by pitting
them against ‘the West’. We regard this possibility as unlikely, unless
the United States should engage itself in an activist foreign policy, con-
fronting both China and Japan at the same time.

(b) A power balance between Japan and China, rivalling for influence
on the Korean peninsula and in Southeast Asia. One may imagine that
Japan could seek an alliance with India whereas China might find a
partner in a revitalised Russia. The role of North America and Europe
would rapidly decrease.

(c) Increased globalisation, with the Asian nations playing a far more
significant role than previously in the United Nations and other global
organisations such as the World Trade Organisation (WTO), IMF and
the World Bank. APEC and the Europe-Asia Forum (established in con-
junction with the Euro-Asian summit in March 1996) may be stepping
stones for such a development. This will lead to more peaceful relations
between Asian governments. The US, Europe, and Australia will then
have significant roles to play in the Asia-Pacific region. Divergent in-
terests between Asian states will be played out globally, and mediated
or solved in international fora. This may well involve a certain degree
of mutual suspicion and hostility, but there will be a framework to avoid
major conflicts. In this scenario, liberalisation of trade and questions re-
lated to corruption, human rights and democracy will remain high on
the international agenda. This, of course, is the scenario that most donor
agencies both in Europe, the US and Japan will want to see come
through. It will pave the way for the establishment of an institutional
framework which one day may become a global political regime also
taking responsibility for helping Africa out of its misery.

The possibility for the realisation of this scenario will to a large extent
depend on the future development of already existing regional organi-
sations and their relationship to global institutions. We have already
mentioned ASEAN’s constructive role in creating the ARF. In the eco-
nomic sphere ASEAN has also developed a more ambitious agenda. At
their summit in Singapore in January 1992, the ASEAN heads of gov-
emment committed their countries to establishing AFTA (the ASEAN
Free Trade Area) with an agreed reduction of effective tariffs to no more
than 5% within a period of fifteen years, that is, in 2008. This marked a
major break with former protectionist policies in several countries.
However, shortly after AFTA had been launched, the United States and
Japan involved the ASEAN countries in discussions for a much larger
free trade area across the Pacific, within the framework of the newly es-
tablished APEC.

One government leader, Malaysia’s Mahathir Mohamad, feared that
APEC would dilute the identity and regional cohesion of ASEAN. He
still maintains that ASEAN countries should participate in APEC only
on the condition that it remains a loose consultative forum without de-
cision-making capacity. Mahathir actually initiated an alternative pro-
posal for regional co-operation in the form of an East Asian trading bloc
- the East Asian Economic Grouping (EAEG). The basic idea of this

An Asian bloc?

Power balance?

A global
security regime?
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‘As with many economic is-
sues, the East Asians are un-
able and unwilling to solve
problems between them-
selves and need outside as-
sistance. This is rocky soil for
the seeds of multilateralism
and arms control to grow'
(Buzan and Segal 1994: 15).

‘...prospects for co-operation
are brighter than ever. Asia’s
success, won through hard
work and self-help, has given
us newfound confidence ...
we have established through
the ASEAN Regional Forum
or ARF a regular
process of consultation
on regional security
between the region and its
partners. Europe’s active
role in the ARF is vital for
stability in the emerging new
tripolar order’

(PM of Thailand
Banharn Silpa-Archa open-
ing the Asia-Europe Summit
in Bangkok.

March 1, 1996).

proposal was to keep out the American side of the Pacific Rim, as well
as Australia, New Zealand and the Pacific Islands. Announced without
prior consultation with Malaysia’s ASEAN neighbours, the idea of an
EAEG was later toned down to the EAEC (East Asian Economic Cau-
cus) which is to exist within the framework of APEC, a solution to
which Mahathir eventually has subscribed.

The main purpose of APEC has been to promote an open multilateral
trading system in the entire Asia-Pacific Region. Six years after its es-
tablishment, however, APEC is still in its infancy and its status as a mul-
tilateral institution is contested among its members. APEC’s short
history has been marked by a disagreement between American and
Asian views of the Asia-Pacific ‘community’. In general, the United
States has pushed for a more formally binding approach, with adherence
to time-tables, while a number of Asian countries prefer using APEC
just as a forum for consultation and discussion. The success or failure
of APEC s likely to depend on the ability of the United States and Japan
to engage China and the rest of the region in a sustained endeavour to
establish and deepen a free trade regime. In this context, the success of
APEC may to some extent reduce the importance of the WTO in Asia.
From a European perspective it would perhaps be preferable to see the
WTO in the vanguard of free trade rather than APEC since the latter
does not include any European states. European states would also prefer
WTO to APEC since the former agreement is binding while the latter is
vague. With the growing economic and financial clout of Asian states
they are in any case likely to increase their influence over global insti-
tutions such as the IMF, World Bank, WTO and the UN system, not to
speak of the regionally oriented Asian Development Bank.

In the high growth scenario, and if the PRC remains a unitary state, Chi-
na will be an important player in world affairs. The preservation of
peace and harmony will then depend on Beijing’s ability to convince Ja-
pan, the USA, Russia and the ASEAN states of its peaceful intentions.
At the present moment, the most promising institutional framework for
establishing regional security is clearly the ARF, introduced and man-
aged by ASEAN, but including all main regional powers on a consulta-
tive basis. It has been argued that ASEAN’s role is likely to fade soon.
and that peace is likely to be preserved instead by a ‘concert of great
powers’ (Acharya 1995). This looks convincing from a balance-of-
power perspective, but if we dare to believe that there can be other roads
to peace than a balance between great powers, and that such other roads
may perhaps lead to deeper, more stable conditions of peace, then the
effort of ASEAN to establish multilateral fora for dialogue and engage-
ment is a prime reason for hope.

High economic Growth and Political Instability

Our second scenario involves a weakening or fragmentation of some of
the regional states and a kind of economic growth which in no way is
controlled by national governments. Transnational corporations will
avoid soliciting corrupt and inefficient central bureaucracies, and in-
stead link up with local governments in the most promising growth
zones, which will be under effective management and, perhaps, protec-
tion of well-paid armies. The larger nation states, such as China and In-
donesia. may fall apart into loose and conflict-ridden federal structures.
This will allow small. commercially oriented regions - without political
representation in the global political community - to manifest them-
selves by establishing cooperative relations to transnational corpora-
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tions with headquarters in and outside the region. It is perhaps possible
to imagine that such political fragmentation can take place peacefully,
but it is quite likely to lead to violent conflicts, at least in some regions.
The larger states will find it exceedingly difficult to mediate between
the few protected growth zones and the large and vulnerable areas of
poverty and conflict.

Since political instability at the domestic level also will increase the risk
of violent international conflicts, this scenario will probably not yield
regional integration or globalisation. The most important thing will be
for each Asian state to survive and keep out of destructive conflicts, or
at least prevent active warfare on its own territory. In this context the
chances for development of a more self-confident Asia will be greatly
reduced. Individual states will seek security through advantageous rela-
tions with external great powers, just as they did during the Cold War.
If local wars break out, the economy in these areas will be seriously dis-
rupted or completely grind to a halt, and there will be significant num-
bers of refugees. With the notable exception of Russia, no European
country is likely to become involved in localised ‘Far Eastern wars’,
and even the US will do its utmost to stay out of such conflicts. If Wash-
ington does intervene, it will be through air and naval operations. Eu-
rope and America will, however, become major suppliers of arms. and
may become indirectly involved in Asian conflicts through the provi-
sion of advice, funding and logistical information.

In this scenario, characterised by a high level both of prosperity and
conflict, both the United States and Europe will be given an unwanted
opportunity to reassert their domination in world affairs. They will find
new markets both for material products and services. Because of its size
and the contradictions in its political regime, China is perhaps the state
most likely to wear away and split up into zones of conflict and growth.
Indonesia, Burma and the Philippines are also countries which may suc-
cumb to internal wars between a weakened central government and re-
gional secessionist movements. If China breaks up, however, there may
be violent and drawn-out civil wars in some provinces, while other parts
of the country - particularly the provinces along the coast - may contin-
ue their growth, serving as trade links between the war-ravaged interior
and foreign economies. If on the contrary China remains a unitary state
and avoids warfare on its own territory, the most likely war zones will
be Korea, Taiwan, the South China Sea and Indochina, with the Chinese
army and navy playing important roles in these conflicts. It should be
noted that the Chinese military doctrine changed in the 1980s from one
aiming to defeat foreign aggressors on Chinese territory, to one of being
able to wage limited wars outside China proper (IISS 1995-96: 270).

Economic Stagnation and Political Stability

In the case of a major economic slow-down, it may be difficult to imag-
ine continued political stability. After all, the legitimacy of most re-
gimes in the region hinge on a successful drive for increased prosperity.
Economic decline is therefore likely to result in widespread social dis-
affecton and thus threaten political stability. On the other hand it is pos-
sible to imagine a long period of economic crisis without much violent
conflict. This requires that each government and its military forces re-
main cohesive and do not hesitate to suppress emerging protest move-
ments and regional separatism threatening national security. In other
words, even though this scenario may entail severe social tension. it
may not necessarily result in large-scale armed conflict. The only way

Resurrection of
Western dominance
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‘Pacific Century’

‘Should the US fail to help
build a regional dialogue

and should East Asians fail
to take up the challenge

the region may become
zone of conflict in the

(Buzan and Segal 1994: 20).

No

after all

on security

of multilateralism,
the most important

twenty-first century’

Two
possible
Chinese wars

for a non-democratic government to survive a major eConomic reces-
sion, however, will be through well-organised repression, and at a time
when global information flows make repression less effective, and more
open to criticism, than before.

In this scenario Pacific Asia is unlikely to increase its global power and
prestige, and the entire discussion about an Asian or Pacific Century
will quickly lose credibility. There may be increaszd regional co-oper-
ation on economic and security issues, but betwee:n Asian and Western
countries there will be increasing conflicts over matters pertaining to
democracy and respect for human rights.

Economic Stagnation and Political Instability

The fourth, worst-case, scenario is the one in which Pacific Asia loses
all its economic momentum, and leaps into a period of regional wars. In
such a situation, the Asian catastrophe will be the main topic in world
politics. Asian nations and movements will plea for assistance and in-
tervention from the West (provided it does not collapse as well). If a ma-
jor war breaks out in Asia, who will align against whom? It may be
possible to imagine limited wars without Chinese involvement, such as
a war over the Kuriles between Japan and Russia, a territorial war be-
tween Vietnam, Cambodia and Thailand, or alternatively a war between
Indonesia and either Malaysia, the Philippines or Australia. Any other
major war in the region, however, is bound to involve the PRC.

What will the situation look like if China is one of the major actors in a
war? There seems to be two possibilities: The first is a Chinese civil war
of the kind already experienced twice in this century. Such a war may
erupt from a situation with escalating conflicts between the central gov-
ernment in Beijing, and one or several provinces demanding autonomy,
or behaving as if it were autonomous. A heavy-handed treatment of
Hong Kong in and after 1997 may ignite a storm of international pro-
tests and possibly sanctions, but the surest way to trigger a major inter-
national conflict would be for Taiwan to proclaim itself independent,
thus provoking the invasion that Beijing has repeatedly promised to
launch if this happens. A Chinese civil war could also break out as the
result of a militarisation of political life after a failed struggle for polit-
ical succession at the central level, with the PLA disintegrating into sep-
arate armies fighting each other (see Dreyer 1995). In the event -
unlikely as it seems - that foreign powers decide to intervene in a civil
war on the Chinese mainland, there will always be the danger that these
external actors ally themselves with different parties in the conflict, and
that the war becomes a conflict of truly international proportions.

The second possibility is a Chinese war of aggression, which in part
could be motivated by the need of the Chinese government to direct do-
mestic social and political dissatisfaction against external targets. Such
a war could start either with a Cinese attack against Taiwan or with a
Chinese occupation of the Spratly islands in the South China Sea, fol-
lowed by retaliations by the USA, possibly backed up by various South-
east Asian states and Japan. In the next 10-15 years, a Chinese war of
aggression seems rather improbable, simply due to lack of military ca-
pability. Beijing will also be disinclined to engage in a war that it cannot
expect to win (except if Taiwan proclaims independence). A major Chi-
nese aggression will be conceivable only if we are ready to imagine an
irrational gamble on the part of a militarised Beijing government.
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Conclusion

In the beginning of the chapter we listed a number of reasons why one
shouid expect more conflicts and warfare in Pacific Asia. In the conclu-
sion we wish to highlight some of the factors that instead make it rea-

sonable to believe in a future characterised by peace and cooperation in
the region:

Japan has drawn bitter lessons from its colonial past and the war in the
Pacific, and has benefited enormously from its globally oriented market
economy since 1945. Japan will be extremely reluctant to engage its
armed forces outside the national territory once again, unless this is part
of a joint international effort sanctioned by the United Nations.

For at least another decade, the United States will remain the paramount
military power in the region, with naval and air forces that not even a
coalition of other powers can match. Despite anti-American sentiments
in many quarters, the US military presence is generally seen as reassur-
ing by governments in Pacific Asia.

Since a major war would ruin the whole dream of an Asian century, the
consequences for all states in the region would be disastrous. Asians
have seen what happened to European influence in the world as a result
of the two European wars in 1914-18 and in 1939-45. Asians have also
seen in the post-WW II period how much wars have cost China, Korea,
Vietnam and Cambodia while nations avoiding war in that period, such
as Thailand, have prospered.

The number of contested land borders is more limited than before. Pa-
cific Asia has a reasonably well-established state-system with few areas
that are contested by several nation-states. There is no Pacific Asian
equivalent to Kashmir. Neither East Timor nor Tibet have the potential
for stirring up large international conflicts. Only the Taiwan issue and
the continued division of Korea really have dangerous potentials. As for
the conflicting claims in the South China Sea, a war would be highly un-
desirable for all parties involved since it would be detrimental to the
economic interests of anyone wanting to exploit oil resources in that ar-
ea. The Spratly controversy rather invites muitilateral negotiation (Em-
merson and Simon 1993: 29). Furthermore, if a naval battle were to

occur, it would probably be fought to a quick end without escalating to
a destructive land war.

ASEAN and APEC are multilateral instititutions growing in impor-
tance, which signifies a trend towards increased economic co-operation
and interdependence in the Asia-Pacific region. Regional and global in-
tegration also offers a stronger role for Asian nations to play in global
politics. (For a discussion of ASEAN’s potential for developing into a
forceful regional grouping, see Emmerson and Simon 1993.)

Taken together, these factors imply first, that it is quite realistic to ex-
pect that peace may be preserved for at least another decade, and sec-
ond, that there is reason to believe that in the next ten years the states in
Pacific Asia will develop their relations in a way that can preserve peace
among them even after the United States has lost its paramount military
strength. In the long run, the key to a lasting regional peace is to be
found in the relationship between China and Japan. A major aim must
therefore be to enable these two powers to secure, in cooperation with
Russia and the United States, a peaceful reunification of Korea.

Peace may be
preserved
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SUMMARY

This report considers probable developments in Pacific Asia (i.e. East

and Southeast Asia) in the period up to 2015, focusing on two main de-
terminants:

+ economic growth/stagnation
* political stability/instability.

Is Growth Sustainable?

The momentum of economic growth is at present so strong in Pacific
Asia that if no radical changes occur in the political or security fields.
rapid growth is likely to continue for another decade. The engines of
this growth will be the most prosperous countries: Japan, South Korea,
Singapore, Taiwan and Hong Kong - provided its inclusion in the PRC
in 1997 proceeds smoothly. All of these countries have invested huge
amounts of capital throughout the region. Growth is likely to be most
rapid in the poor and middle-income countries: China, Indonesia, Viet-
nam and, possibly, Burma.

At some point before 2015, however, we should expect a general slow-
down, such as has already happened in Japan. From every point of view
it is imperative to encourage policies ensuring that this slowdown
comes gradually, and not in the form of a sudden, regional recession. In
this context it is essential that the World Trade Organization (WTO) and
the Asia-Pacific Economic Community (APEC) are being allowed to
implement their plans for further removal of barriers to trade, and that
Europe expands its ties and cooperation with the region.

Until now, the rapid growth of the Newly Industrialised Economies
(NIEs) in Pacific Asia has been achieved mainly through massive mo-
bilisation of natural resources, production equipment and labour, with
very high savings, domestic investments, and a significant amount of
Foreign Direct Investments (FDI). In the long run, it is not possible to
achieve sustainable economic growth by mobilising more and more in-
put-resources. It must be done through increased productivity resulting
from the use of more skilled labour, the application of more advanced
technologies and better organisation of the production process, not only
in the industrial sector, but in the agricultural and service sectors as
well. Companies in Pacific Asia (except in Japan) have so far attributed
only small amounts of resources to research and development, and have
mainly relied on imported or copied technologies. Still, it is quite pos-
sible that the rising educational levels in the region - in combination
with the rapid access that open, computerised societies have to informa-
tion and knowledge, will make it possible to obtain significant gains in
productivity, compared to previous eras.
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Political Stability

Economic growth and political stability often reinforce each other, but
economic growth can also lead to social change disrupting a political
system, and changes resulting from political instability can create con-
ditions conducive to economic growth. The interrelationship between
economics and politics is complex, and this makes it c:fficult to make
accurate predictions of future developments. Predictici:s must be made
with even more caution when dealing with countries whose political
systems are volatile, and where sudden political events can have far-
reaching social and economic consequences. Who could know in 1965
that General Suharto was going to establish a military-political regime
that would be able to generate an economic development to the benefit
of a majority of the Indonesian population? Who could know when Mao
Zedong died in 1976, that after two years, a veteran communist leader
would be in power claiming that he did not care about ‘the colour of a
cat as long as it could catch mice’?

Indonesia and China may soon again be facing succession struggies,
since Deng Xiaoping is 91 years old and President Suharto 74. Political
changes will thus be necessary in the midst of a period with rapid social
change, urbanisation, rising levels of education, growing regional dis-
parities and widespread corruption. Similar developments in other
countries may also lead to internal political conflicts. It is quite possible
that, already within the next decade, we shall see radical political
change, or even military conflict, with enormous social and economic
consequences. At the moment, the most vulnerable regime is the North
Korean. As for most other regimes in the region, both democratic and
authoritarian, it seems reasonable to assume that they will survive the
next few years without serious political instability. As long as signifi-
cant growth continues, governments will remain confident that they can
hold on to power. But the political future of the region’s two most pop-
ulous countries, China and Indonesia, is basically uncertain.

Four Scenarios

Since it is impossible to predict with any kind of certainty the region’s
future level of economic growth or degree of political stability, most of
the report has been built around four possible scenarios: high growth
and political stability; high growth and political instability; economic
stagnation and political stability; and economic stagnation and political
instability. We consider the first of these scenarios to be a little more
likely than the others, at least during the first decade. Therefore we have
discussed this scenario more extensively than the others.

Scenarios are tools which can be used to prepare for an unknown future.
What we hope is that our four scenarios will cover the main possibili-
ties, and that the future will not bring up major issues or developments
which we did not at all imagine as possible.

The Environment

High growth will imply a severe strain on the environment through in-
dustrial pollution. large scale construction of physical infrastructure and
massive urbanisation. High growth will also engender conflicts over the
natural resources and the supply of energy, both within and between na-
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tions. If high growth continues until 2015, Western-style consumption
patterns can spread to an extent that will make the global environment
unsustainable. This, in turn, may plunge the world into several major
crises: degradation of land, water and air pollution, and global warming.
China may also be exposed to a major food crisis.

However, high growth will also provide the means for protecting and
improving the local environment, and for instituting sound resource
management. It is essential to reduce to a minimum the lead time from
the, possibly inevitable, first phase of environmentally irresponsible
growth to the next phase of environmental regulation and planning, and
to institute a global regime of ne gotiations over ‘pollution quotas’. This
can be done through environmental diplomacy, assistance to building
institutions, support for environmental NGOs, prohibition against ex-
ports of highly polluting machinery, and allocations to Asian-European
research cooperation, aiming at the development of environmental tech-
nology and alternative lifestyles.

Poverty

Pacific Asia will in the next 20 years have three kinds of poverty:

* remaining rural poverty in ne glected backward areas.
* ‘shantytown poverty’ among illiterate or poorly educated immi-
grants to urban agglomerations.

* modern types of poverty created by the economic transformation, as
an effect of new kinds of health risks, disruption of family ties, etc.

High sustained growth will generate the means, but not necessarily the
will, to implement policies of poverty alleviation, or structural changes
leading to radical poverty reduction. This will involve making inexpen-
sive credits available to the ordinary population, including female-led
households. Such credits, as well as sustained development of irrigation
schemes and other means to boost agricultural production, will be es-
sential in order to prevent a possible food crisis in China.

The implementation of egalitarian policies, aiming at an equitable dis-
tribution of opportunity, will be essential in creating home markets to
sustain continued growth, and also for obtaining social and political sta-
bility. Stagnation or a sudden recession could easily provoke social
problems leading to a wide range of conflicts. This would particularly
affect women being pushed out of the labour market.

Democracy and Asian Values

Pacific Asia is today the main testing ground for the hypothesis that
economic development leads to democratisation. Recent regime transi-
tions in South Korea and Taiwan, as well as the failure of the latest mil-
itary coups in Thailand and the Philippines, may seem to confirm the
hypothesis. But the survival of authoritarian regimes in Indonesia and
China, and even more notably the emphasis on ‘Asian Values’ and
strong government in the semi-democratic polities of Malaysia and Sin-
gapore. point in an opposite direction. Pacific Asia is likely to remain a
region with highly diverse regime types. If Indonesia. China. Singapore
and Malaysia move in the direction of stronger civil societies. free and
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fair elections and respect for basic human rights, then this will contrib-
ute to making democracy a universal norm. If they, and other regional
states, remain authoritarian developmental states, this may create a
powerful alternative political model with a potential for attracting sup-
port in all major regions of the world.

If donors want to encourage democratisation, contingencies attached to
aid are a dubious method. The best will be to stimulate the construction
of civil societies through long-term support to NGOs and media, to as-
sist the building of representative institutions, independent judiciaries
and instruments of popular participation.

Cooperation and Conflict

If economic growth continues and the main regional states persist in
building up their military forces for yet another decade, without build-
ing confident relations between themselves, then there will be a consid-
erable danger of a major war. The most perilous factors are:

» the unstable situation in the highly militarised Korean peninsula
+ the Taiwanese question

+ the conflict in the South China Sea
« the historical antagonism between China and Japan
» the urge within the region to rid itself of US military presence.

A major war is unlikely to break out as long as the United States is per-
ceived as the paramount military power in the region, and as long as the
regional states retain their current focus on export-oriented economic
growth. This means that we shall probably have at least another decade
of relative peace and recurrent crises, during which a system of allianc-
es and pervasive animosities may be entrenched. Alternatively, this dec-
ade could be used to arrive at a comprehensive regional security
framework, instituting Confidence-Building Measures (CBMs), devel-
oping the multilateral diplomacy of ASEAN and APEC., and thoroughly
integrating the Pacific Asian powers in global institutions through ade-
quate representation in the UN Security Council, the World Trade Or-
ganisation and other international organisations.

The greatest test of the ability of the great powers (USA, China, Japan,
Russia) to show restraint, consult among themselves and institute a
problem-solving international regime, may come if - or when - the
North Korean regime collapses. Then the people of Korea will need in-

ternational support to achieve national re-unification on a basis accept-
able both to South and North Koreans.

Since the construction of security communities normally takes many
years, it is urgent to get started. It would do no harm if European gov-
ernments interacted more regularly, on a professional basis, with the
powerful military institutions of Pacific Asia. This should not be done
through alliances, however, but on a broad muitilateral basis, i.e.,
through elaborate joint exercises of UN peacekeeping forces.
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Global Implications

If Pacific Asia continues to experience rapid economic growth for twen-
ty more years, the region will be sufficiently powerful to challenge what
is often called ‘the Western model’ but which actually covers a range of
economic and political systems. Such a challen ge may be met by West-
em countries in three different ways:

(1) a negative defense of a set of Western Values.
(2) a movement to reform the West by learning the lessons of the East.

(3) an attempt to institute a global society undercutting artificial border-
lines between East and West.

The Nordic countries and the European Union can make significant
contributions to ensuring that the third road is taken by radically up-
grading contact and cooperation with the countries of Pacific Asia, in
the commercial, educational, political, cultural, and even military
fields. The Asia-Europe Meeting (ASEM) in Bangkok on 1-2 March
1996 was a promising beginning.
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Country Scenarios

Appendix A
COUNTRY SCENARIOS

In the following, alphabetically organised, country scenarios we have
abandoned the four-field model, and instead discuss the specific prob-
lems, opportunities and dilemmas that each state has to face. Since we
are dealing with a total of seventeen countries, each scenario must be
very brief, and we have therefore chosen to concentrate on political
rather than economic, environmental or social matters. Due to its size,
economic importance, and pivotal role in the future security of the re-
gion, the People’s Republic of China will receive more detailed treat-
ment than the other states.

BRUNEI DARUSALAM

Population 1995: 0.3 million
Projection 2015: 0.4 million

Brunei is a rich oil-producing state whose security is vulnerable due to
its small size, small population and position in a region of stronger pow-
ers. In Asia, only Japan has a higher per capita income than Brunei. Sul-
tan Haji Hassanal Bolkiah is the world’s most prosperous man, and the
Sultan, together with his family, rules the country restrictively. There
are no general elections. Its weaith and membership in ASEAN has
made Brunei influential. In the 1990s it has hosted state visits from
among others Japan, Singapore, the Philippines, Malaysia, Indonesia,
Iran and the United Kingdom. It cultivates a special relationship with
Singapore, another prosperous mini-state. Brunei has over the last dec-
ade increased its military strength. A third army battalion was formed
in 1994, but the 5,000 man strong army is still weak in a regional per-
spective. More important are the air-force and navy, both with modemn
equipment. If vital Brunei interests should be threatened by Indonesia,
Malaysia, the Philippines or China, Brunei will not be defenseless. So
far, however, there are no signs of aggressive behaviour towards Bru-
nei. Brunei is trying to diversify its national economy, and in an effort
to economise on the (as yet abundant) non-renewable resources, the
government has set limits upon its oil production. Textile industry for
export and small-scale industries for regional consumption are bein g
promoted, but the cost of labour is one of the highest in the region, so
this impedes further industrialisation. There are today almost as many
foreigners as Brunei citizens in the labour force, and less than one tenth
of the workforce is directly involved in oil and gas production. Conflicts
related to imported labour may be politically disruptive.

Because of their wealth, a lack of commitment to work among the coun-
try’s citizens has led to social problems, especially among teenagers.
Drugs, a ‘loafing culture’ and a lack of interest in higher education,
have caused concern for the government. Brunei is an Islamic state with
heavy censorship on media and little respect for human rights. In the
long run modernisation may fuel demands for democratisation, and the
Sultan could either lean even more on the Islamic identity or open up
for political competition.

Al



Pacific Asia 2015

BURMA (MYANMAR)

Population 1995: 47 million
Projection 2015: 65 million

Burma is exceptionally rich in natural resources, and the country used
to be one of the most prosperous in Asia. Now it is one of the poorest.
For more than thirty years it has been under the rule of the military,
which has taken total control of all aspects of social and economic life.
The army has grown to more than twenty times its size at independence,
and further expansion is planned to make it one of the largest in the re-
gion. The armed forces in Burma retain absolute power and enjoy mas-
sive privileges. Burmese mainstream society is penetrated by military
culture, shared also by part of the opposition. The common denominator
is military camp life, where there is little space for the female aspect.
Militarisation has destroyed many aspects of the traditionally strong po-
sition of women in Burmese society. It is fitting that, a female leader,
Aung San Suu Kyi, poses the greatest challenge to the army leaders.

The country has a recent history of ethnic and regional dissatisfaction
resulting in prolonged civil wars, in which the government has commit-
ted horrendous breaches of human rights. From a situation of relative
prosperity, Burma has followed a downward path, with growing num-
bers of resourceless people. Due to abundant natural resources, people
living far from urban centres are generally in a better position to secure
their livelihood than those in the cities. Thus the country has experi-
enced de-urbanisation. The government has encouraged poor people to
sustain themselves on a subsistence basis, independent of the state. The
subsistence economy, however, may be undermined by the ongoing
economic modernisation, with the immediate result that poor people
will find it even more difficult to ensure their livelihood.

Within the next 20 years it is unlikely that any real political changes will
come from within the military establishment. The army practices top-
down policies with a deep distrust of the people. In addition, the vested
interest in status quo and the extremely slow change in the political
leadership will work against real changes. The tensions between the re-
gions have not been solved under the army’s rule, so a more democratic
future with ethnic coexistence is difficult to foresee in the absence of re-
gionally and ethnically balanced economic developments. Such chang-
es are not feasible within the present set-up. Aung San Suu Kyi is a
single light in a very dark tunnel. There is no overarching political or-
ganisation in Burma except the military. The opposition is hampered by
intense factionalism and ethnic opposition and distrust. Regional and

ethnic uprisings have been rampant in Burma’s history, and could easily
reoccur in the future.

But alternative scenarios are possible: few commentators back in 1986
would have predicted the outcome of the 1989 elections, in which Aung
San Suu Kyi won a massive victory — which afterwards was ignored by
the military. Short and medium-range changes will depend on the per-
sonal choices of Aung San Suu Kyi and on pressures from the interna-
tional community. An open cleavage might perhaps occur within the
army between reformists and conservatives. Under the pressure of in-
ternal contlicts and factionalism. the army could break apart. There is
also a swong and widespread popular antagonism against the military,
which makes it possible that the government could be overthrown by a
popular uprising. However, this would not solve the problem of decid-
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ing how 10 organise the future Burma. Interestingly, not only Thailand,
but also Indonesia could play an influentia] role; there are close ties be.
tween the Indonesian and Burmese governments, and reformers in the

Burmese junta may Iy to construct a ‘sofily authoritarian developmen-
tal state’, following the Indonesian model.

CAMBODIA

Population 1995: 10 million
Projection 2015: 14 million

Democracy was imposed in Cambodia by the UN forces in 1992-93 in
order to ﬁpd a solution to the civil war. Now a procedurai democratic

pend on subsistence agriculture and petty trade. Step by step, the popu-
lation will be integrated into the market €conomy, but new types of
poverty are bound to develop.

Even if the country is democratic on the surface, there is little democra-
Cy at the grassroots leve] of society. In fact, the new System builds on
less popular participation than before, State-initiated programmes were
discredited durin g the Khmer Rou ge period, and the government today
lacks channels to the countryside. Cambodia is in urgent need of re-
building an efficient administration reaching all layers of society, which
is a precondition for popular participation and democracy. Buddhist and
clientelist networks today are more important than those of the political

parties, and this works.to the advantage of the royal family. When

organisation which is non-existent today, A large-scale regiona] dam
project along the Mekong River threatens to cut off the regular suppiy
of water. This may destroy the finetuned environmental balance of the

—
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Tonle Sap lake, which annually expands five to ten times, leaving fertile
land on the shores of the lake and the river-banks, and giving ground for
enormously productive fishing.

Ethnic conflicts with the Vietnamese will continue, particularly con-
cerning economic resources such as fishing. Tension with Thailand will
also continue, but not lead to war because of regional integration in
ASEAN. Cambodia will remain dependent on development aid and
loans from international organisations to achieve a balanced budget. It
is important for Cambodia to avoid becoming a regional resource pool
of cheap labour and natural resources, and to sustain its economy in al-
ternative ways. Since the country is well-endowed with natural resourc-
es and located in a region of rapid economic development, it will
probably prosper over the next twenty years.

CHINA
The People’s Republic of

Population 1995: 1.2 billion
Projection 2015: 1.4 billion

The most burning question is: what will happen after the death of Deng
Xiaoping? Since there is no democratic process for the selection and re-
moval of leaders in China, power successions are resolved through in-
tra-party struggles behind the scenes. Key leaders seek to place their
own cliques in powerful positions while countering rival leaders and
their followers. It is essentially a game of stabs in the back. Once this
leadership struggle is over, however, it is clear that the communist re-
gime in Beijing will be greatly limited in its domestic policy choices,
due to a lack of economic resources at the national level, and the com-
plexity of bureaucratic structures restricting political reform. Many re-
gional groups have their own political and economic agendas, and

thereby place severe constraints on what the national government can
achieve.

The combination of economic reforms and far-reaching decentralisa-
tion of economic decision-making in the 1980s have given rise to a
range of new problems. With a relaxation of central control, crime boss-
es and potential warlords have emerged, especially in southern China’s
rich coastal regions. Criminal elements are engaged in gambling, extor-
tion, prostitution, and trafficking in narcotics, rural women and chil-
dren. At the same time there has been a revival of local religions and
traditional worship practises, much to the consternation of Chinese au-
thorities, since they regard this as a threat to people’s loyalty towards
the state and the Communist Party. A recent development has been the
take-over of some regions by clans and kinship associations, often
based on local warlord-type rivalries similar to those of the early 20th
century. Rivalries between clans within or between villages have led to
violence on several occasions.

Central-provincial relations are bound to become an increasingly con-
tentious issue within the next two decades. For reasons of ethnic homo-
geneity China is unlikely to follow the Soviet model of breaking up into
separate nations, but it is very likely that provincial and regional leaders
will strive for de facto autonomy both in the economic and political
field. During the 1980s it became increasingly obvious that the fiscal
flows went increasingly to local and provincial governments, and that
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As for future developments there are several possible scenarios after
Deng’s death:

1. ‘Muddling through’: The current System persists much as Deng Xi-

aoping left it. In the absence of a ch Smatic paramount leader, a col-

2. Neo-conservatism: A neo-authoritarian regime may come to power
dominated by bureaucrat-capitalists, The regime will rid itself of the
rhetorics of class struggle, reverse the process of economic and fiscal
decentralisation, and bolster its legitimacy by appealing to nationalist

Under this scenario it is also likely that the army will gain a more prom-

inent role in the political arena, and be entrusted with preventing social
disorder and a political break-down.

3. Political disorder: In the absence of strong leadership at the centre,
the regime, weakened by the cumulative effects of regional polarisation,
rampant corruption, and the erosion of ideological and political con-

trols, may break up. We would then see a situation of political paralysis

4. Democratisation: If fundamental institutiona] reforms are implement-
ed, there may be some hope for democracy in China. It could happen in
two ways: The first possibility is a ‘break-through from above’, result-
ing from political reform within the Communist Party. In this case the
CCP wouid slowly embrace the principles of political pluralism, includ-
ing tolerance of dissent and electoral compettion, much like the politi-
cal processes in South Korea and Taiwan in the late 1980s, and in the
Soviet Union under Gorbachey. This will be a slow and tormented proc-
ess. It is not entirely inconceivable, but it PTesupposes a major turnover
in the old party leadership and its replacement by youn g reform-orient-
ed politicians. The second possibility is a ‘revolution from below’, in
which the old regime is swept from power through a massive display of
popular resistance. This scenario would be a replay of the 1989 Tianan-
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men movement, but one strengthened by large-scale worker and citizen
support, as well as key individuals in the present regime daring enough
to switch sides in the political struggle. The mobilisation of popular pro-
test would also need to include large parts of China’s rural population.

CHINA (TAIWAN )
Republic of

Population 1995: 21 million
Projection 2015: 24 million

The Republic of China (ROC) represents one of the successful Asian
cases of transition from authoritarian rule to democracy, since a multi-
party system was introduced in 1986 and martial law was dismantled in
1987. Since the mid-1970s Taiwan’s main problem has been its loss of
diplomatic recognition by an increasing number of states, leading in
1992 to the loss of its last major ally in the region: South Korea. The top
priority of the ROC regime has thus been to regain international recog-
nition by developing strong economic ties with other countries, and to
defend itself against the threats of mainland China. Until the crisis
which developed between the two Chinese states 1995-96, it looked as
if the ROC’s de facto independence might be tacitly accepted by Bei-
Jing, although the distant but ultimate goal of both parties continued to
be reunification. But then the diplomatic offensive of president Lee
Teng-Hui, the legislative elections in December 1995 and presidential
elections in March 1996 instead triggered off a major crisis, involving
large-scale Chinese military exercises in the Strait.

The independence issue is highly sensitive also in domestic Taiwanese
politics, especially with the growing strength of the Democratic Pro-
gressive Party (DPP), which is the main opposition party. DPP works
for formal Taiwanese independence, and since Beijing threatens to
launch a military invasion against the ‘renegade province’ in the event
that the 1sland proclaims itself independent, public discussion on this is-
sue is heavily censored. At issue in the conflict between the ROC and
the PRC is also the question of democratisation. The presidential elec-
tions of March 1996 were planned as the culmination of the democrati-
sation process in Taiwan, which could demonstrate, also to
mainlanders, that Chinese democracy is possible.

Thus, in spite of numerous other important items on Taiwan’s political
agenda — such as environmental degradation, traffic congestion, crime
and corruption — the question of Taiwan’s future relations with the PRC
remains at centre-stage. Since the mid-1980s, trade between the two re-
publics has increased tremendously. Taiwanese direct investments to
China’s southern provinces. often via Hong Kong, are now in the range
of several billion dollars, and the two economies have become closely
intertwined. The most likely scenario for Taiwan is an increased eco-
nomic interdependence with Chinese communities at the other side of
the Strait. Taiwan would then become a major pillar in what seems to
be the most dynamic economic sub-region in Pacific Asia. To be suc-

cesstul, however. this scenario will require improved relations between
the ROC and the PRC.
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Hong Kong

HONG KONG

Population 1995: 6 million
Projection 2015: 6 million

On 1 July 1997, Hon g Kong will return to Chinese sovereignty, as stip-
ulated in the Sino-British A greement of 1984. Since then there have
been extended discussions and ne gotiations between Britain and China
over Hong Kong’s status after 1997. Formally it has been agreed that
Hong Kong will basically remain the same, and keep its economic and
social system for an additional 50 years, but few observers — and cer-
tainly not the people living in Hong Kong — believe that such will be the
case. Many people fear that there will be a dramatic economic downturn
after 1997, due to capital flight and a massive exodus of human capital.
Most Hong Kong residents, however, do not have the option of leaving
for other countries, and will be obliged to stay. The Tiananmen events
in 1989 resulted in tense relations between China and the UK, and sent
a premonition to the people of Hong Kong of what a worst-case sce-
nario might look like. For Hong Kong, there is no alternative but to hope
that China will be ruled by a government which cares about its interna-
tional standing.

Under British rule, Hong Kong has remained a non-democratic colony,
governed almost autocratically by a British-appointed governor. In an.-
ticipation of 1997, however, a more vibrant and participatory civil soci-
ety has emerged, and a belated democratisation with the introduction of
electoral politics has taken place. Britain introduced a reform package
in 1992, without Beijing’s approval. This unilateral initiative on the part
of the British government provoked a strong negative reaction from
Beijing, and Sino-British relations have since been tense. The future
prospects for Hong Kong are so closely linked to those of the PRC that
it seems impossible to develop independent scenarios for Hong Kong.
If the transition in 1997 entails economic disaster and social chaos, Chj.
na’s international standing may suffer greatly, and this would certainly
further impede the prospects for peaceful reunification with Taiwan.

INDONESIA

Population 1995: 193 million
Projection 2015: 243 million

Political stability and economic development have been the two guiding
stars of President Suharto’s thirty-year-rule. Political stability is main-
tained through restrictions on political activities, military presence in
community affairs, and a high degree of surveillance and control of eve-
ryday life. Economic development is achieved through large scale in-
dustrialisation and agricultural intensification, and these two successful
strategies have, according to recent World Bank estimates, reduced In-
donesia’s poverty over the last twenty years from 60% to about 15%.
Suharto has been a clever political strategist, playing out different elite
factions against each other, and there have been no major threats to his
rule. Due to economic growth and international recognition, the present
regime also enjoys a certain degree of popular legitimacy, more so than
is generally believed in the West.
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Now that the most pressing problems of poverty alleviation have been
addressed, environmental questions will become increasingly impor-
tant. Economic development will continue to put hard strains on the en-
vironment. A strategy of pollution control needs to be developed in
urban industry. Also necessary is a sound management of the oil and
forest resources which make up the bulk of Indonesia’s exports. These
resources will soon be depleted, and some forecasts indicate that Indo-
nesia may become a net importer of oil within ten years.

Political stability will be of immediate importance. President Suharto is
only 74 years old and may stay on for several more years, but there is
little doubt that political manoeuvring in anticipation of his retirement
has started. Indonesia has yet to experience a peaceful transfer of power,
and there will be political, and possibly economic, turbulence over the
issue. A strong state has been maintained through a delicate balance be-
tween elite groups: the army, Golkar (the state political organisation)
and Chinese businessmen. Suharto has maintained good relations with
all main groups, and a new president will need to work out a new bal-
ance. There are signs that a fourth group is emerging: an indigenous
middle class. It is uncertain what the stance of this middle class will be
in relation to the old economic and political power groups. Corruption
1s an increasingly important issue, as is the prominent role of the First
Family in the procurement of large business contracts. A new president
could become very popular by dismantling the Suharto family’s private
economic empire, but this might also provoke serious instability, since
they are gate-keepers between the state and the business community.

Internal social stability is threatened not only by rivalry between elites,
but also by labour unrest and grassroots demands for democratisation.
With increasing foreign investments and economic liberalisation,
strikes and demonstrations have become increasingly common. Indone-
sia is the world’s fourth largest nation, with a strong developing econo-
my, but it has not attained a high international profile. This is due partly
to its poor human rights record, and partly to the East Timor conflict,
both of which have dampened foreign investments. At present, there is
a stalemate in the East Timor question which needs to be solved before

Indonesia can attain the international position its size and economy
should allow.

Indonesia is a huge and diverse country. It stretches over the same dis-
tance as the Atlantic Ocean and comprises some 3,000 inhabited is-
lands. It includes more than 50 different ethnic groups speaking 330
languages. National integration was successfully achieved by former
President Sukarno, and has been maintained by Suharto. National cohe-
sion cannot be taken for granted, and the nation is ethnically too diverse
and geographically too scattered to allow purely oppressive rule.

JAPAN

Population 1995: 125 million
Projecton 2015: 127 miilion

[n economic terms, Japan is a major global and regional power, which
over the last years has also built up a well equipped modemn armed
force. It has launched a diplomatic campaign to become a permanent
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member of the UN Security Council, but continues to rely onits security
treaty with the US while maintaining a discreet, low key profile in in-
ternational affairs. Japan is anxiously trying to identify its new position
and role in the post-Cold War period. Its relationship with the United
States has been suffering from major disputes over trade issues, and the
US is urging Japan to take more responsibility for its own security. In
its regional diplomacy, Japan remains impeded by memories of its ag-
gressions in the period 1931-45 and of its harsh colonial rule in Korea
1910-45. Relations with the People’s Republic of China may easily be-
come strained, particularly if the United States seizes the opportunity to
play its role as the main deterrent of Chinese great power ambitions.

Due to its lack of natural resources, Japan is highly dependent on the
import of oil and raw materials, and therefore takes a keen interest in se-
curing sea lanes and commercial air traffic both regionally and globally.
In recent years, the Japanese economy has stagnated, and its politics has
been through a period of unstable coalition governments. Many Japa-
nese feel that their country has been weakened and that Japan has en-
tered a downward slope.

The recent period of economic, political and social instability has been
troublesome. With the many scandals of political corruption, the sh
economic downturn in 1990-91, when the Tokyo stock-market plum-
meted, and the credit union scandal which erupted in 1995, political life
has become volatile. At present the Japanese population has little con-
fidence in their government, and there seems to be a trend of diminish-
ing voter turnout in combination with a fragmentation of the party
system. In this situation the Buddhist sect Soka Gakkai has gained much
political influence through its support of one of the opposition parties.
Some analysts fear that this signifies a new kind of religious populism
which will break the postwar consensus in Japanese politics. There is
also a tendency for regions to question the power of Tokyo. In 1995, af-
ter three US soldiers had been arrested and charged with the rape of a
young girl, local opposition to US base rights intensified in Okinawa,
which historically belonged to the independent Ryukuyu kingdom.

One of the long-term problems in Japanese society is the ageing of its
population. The economically active age groups are steadily decreasing
in size while an increasing share of the population is becoming depend-
ent on younger family members and Corporate, public and insurance-
based social security systems. There is much debate about prospects
that the Japanese population will actually decline after 2015. The ageing
of the population is bound to place heavier burdens on individual house-
holds to take care of the elderly, and it will also require major efforts by
corporations and government to find new ways of organising old-age

care. The ageing of Japanese society may lead to a decline in economic
competitiveness.

Another problem facing Japan is the prospect of earthquakes, which
may occur in some of the main urban areas at any time. Experts say that
there is at least a 40 percent possibility that a major earthquake will hit
the Tokyo metropolitan area within a decade, and it is estimated that it
could kill 12,000 people and injure more than 100,000. The degree of
preparedness for such a catastrophe is generally thought to be low. An
earthquake could have immense effects on the J apanese economy and
have strong economic repercussions for J apan’s neighbours as well as
the USA and Europe since it would force Japan to withdraw large parts
of its overseas assets in order to rebuild the country.
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On the other hand, it should be observed that Japan, as compared with
other states in the region, is fundamentally stable. Japanese companies
remain highly productive and the country has enormous financial re-
serves to rely upon. It has one of the best educated populations in the
world. Japan has the further advantage of being one of the ethnically
most homogeneous countries in Pacific Asia, and will thus not be ex-
posed to ethnic conflicts. Still it seems that the Japanese society ;s grop-
ing for a new sense of direction. Every national institution, incluaing the
educational system, is at present being questioned by the Japanese
themselves. Old politics and alliances have become discredited, while
serious new alternatives are sorely lacking.

KOREA (SOUTH)
Republic of

Population 1995: 45 million
Projection 2015: 51 million

On the Korean peninsula, the overriding problem will be to reduce mil-
itary tension and to enhance the prospects for peaceful reunification of
North and South. Korea is basically an anomaly in the Post-Cold War
period, split as it is between two ideologically antagonistic states. This
state of affairs will in the long run be untenable, probably in the short
run as well. Both countries have recently undergone significant political
transitions, but with very different outcomes. South Korea, under the
leadership of the Kim Young Sam government, seems to have consoli-
dated the democratic system introduced in 1987, and the political influ-
ence of the military has been drastically reduced. The prosecution of
two former presidents on charges of corruption and other malpractices
has strengthened the impression of democratic consolidation. Few peo-
ple believe, however, that political corruption will disappear.

A consolidation of the fledgling democracy in South Korea presupposes
significant improvements in popular participation, which remains low
in political affairs. Regionalism, a major feature of South Korean poli-
tics, represents a problem for developing national politics. Each politi-
cian has his own regional constituency. The recent comeback on the
political scene of opposition leader Kim Dae Jung, who has declared his
candidacy for the presidential elections of 1997, will contribute to the
increase of conflicts along regional lines. The present leadership will
have to undertake three fundamental tasks. The first is to clarify and rec-
tify its links to the past military regimes. The second is to determine the
proper kind of democracy for a basically Confucian political culture.
The third is to accomplish what has been promised since the ‘democrat-
ic revolution’ in 1987, to realise that the general welfare and participa-
tion of the population at large matters at least as much as economic
success in terms of GDP growth. These challenges have not yet been
taken seriously by the ruling elites of South Korea. Instead democracy
has been seen as an already established fact, to be used as a catchword
in the country’s drive for globalisation. Once again the government is

trying to make a big jump forward even before having landed from the
previous jump.
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Korea (North)

KOREA (N ORTH)
Democratic Republic of

Population 1995: 24 million
Projection 2015: 31 million

The North Korean political scene is wrapped in secrecy. Four basic
facts can be cited, however: The first is that Kim Jong 1 remains, two
years after his fathers death, the only known candidate for supreme
leadership. The second is that North Korea is seeking to speed up the
Tumen River Economic Development project, which will open up parts
of North Korea to external investments. The third is that North Korea
experienced severe food shortages after heavy summer floods in 1995.
The fourth fact is that North Korea and the US have had fairly success-

gy production in North Korea with foreign, including South Korean,
assistance. The US aim was to prevent North Korea from developing
nuclear.arms.. Alltogether the four facts point in the direction of a pain-

Due to the lack of more precise information about the inner workings of
the party and army leadership in Pyongyang, and about conditions else-
where in the country, it is difficuit to assess the reliability of often heard
predictions: one, that the regime will soon collapse; or two, that it may
try to diffuse attention from its internai problems by making a second

Population 1995: 5 million
Projection 2015: 8 million

This landlocked country is hampered in its quest for economic growth
by a weak infrastructure, a low leve] of education and the fact that much
of its educated class have lived abroad since the exodus of 1975. But
Laos is situated in the midst of the potential ‘Mekong growth quadran-
gle’ —including Burma, China, Vietnam and Thailand — and has already
achieved considerable forej gn investments under a new market-orient-
ed economic regime. The country has a potential for generating more
income through electricity production, lo gging, mining, tourism and by
allowing (mainly Thai) investors to exploit cheap female labour in Ia-
bour-intensive industries. All of this depends on continued heavy in-
vestments in the infrastructure, Ideologically, the country’s political
leadership maintains its special relationship to Vietnam. In 1997, Laos
is expected to follow Vietnam into ASEAN membership, and this is
likely to enhance Laos’ chances for foreign direct investments and eco-
nomic growth.

The government is facing enormous environmental and cultural dilem-
mas related to logging, dam-building, and the transformation of slash-
and-burn communities into fixed villages with road links to the ‘nation-
al civilisation’. Prospects for growth in the next 20 years wil] depend on
developments in the rest of the region. Laos tends to ‘go with the flow’.
It is likely to come under pervasive economic and cultural influence
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from Thailand and from the Yunnan province of southern China, and it
will be dependent on advice and support from foreign donors in order
to establish an effective administration respecting and enforcing the
many new laws. There is a clear risk of increased tension between rap-
idly developing lowlands and highland minority regions, as well as be-
tween the country’s ageing communist elite and a small, but growing
group of younger technocrats. Much will depend on the ability oz the
current leadership to deal with corruption, and to secure its succession
within the confines of a constitutional one-party regime. Few people in
Laos are tempted by the Cambodian model of democracy. The cultural
and political freedom in Thailand is certainly attractive, but Laos is un-
likely to democratise unless Vietnam does so.

MACAU

Population 1995: 0.4 million
Projection 2015: 0.5 million

With its small population, and an economy much weaker than that of
Hong Kong, the retrocession of Macau to China on 31 December 1999,
after 442 years as a Portuguese trading post and colony, does not seem
to represent much of a problem for Beijing. Nor is it a major internation-
al issue. The relationship between the Portuguese administration and
the PRC government has been amicable, as shown by the state visit by
Portugal’s prime minister to Beijing in 1994. The main conceivable
threat to Macau is constituted by possible spill-overs of a traumnatic sub-
ordination of Hong Kong to Chinese rule. An opposite kind of threat is
represented by the possibility that Hong Kong becomes so economical-
ly successful within China that Macau becomes further marginalised.

Since the mid-1980s, as a consequence of economic reforms in the
PRC, Macau has had one of Asia’s fastest growing economues, relying
primarily on textile exports and tourism. The burgeoning tourist trade is
driven by gambling, which accounts for over 30% of budget revenues.
When the Portuguese have left, it seems possible that gambling may be
taken over by local crime syndicates in southern China, and this could
have a negative impact on tourism. The transition of Macau to China in
late 1999 is laden with symbolic meaning. It will be the last European
colony in Asia to be returned to Asian rule, and since this event neatly
coincides with the advent of a new millennium, it could become a focal
point of Chinese nationalism and assertiveness in its relations with
Western powers.

MALAYSIA

Population 1995: 20 million
Projection 2015: 27 million

Malaysia has abundant natural resources: oil and forests in Sabah and
Sarawak, plantations and mines on the Malay peninsula. During the last
20 years. the Malaysian economy has taken the difficult step from a ma-
jor exporter of rubber, palm oil and tin to an industrial manufacturer of
electronics and other sophisticated products. The establishment in the
early 1980s of a number of growth triangles (with Indonesia, Singapore
and Thailand) and free-trade zones proved exceptionally beneficial for
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economic growth. Malaysia is no longer an underdeveloped country,
and is fast approaching the status of a fully developed nation. There are
still pockets of rural poverty which need to be alleviated, and the mini-
mum standard of health care and education must be raised. Especially

velop its infrastructure and upgrade the skills of its work force. Malay:-
sia’s. literacy rate is the lowest in ASEAN, and industrial training_and

work, with huge numbers of Indonesian and Philippines migrant work-
ers filling the gaps. Property prices in Kuala Lumpur, Johore Bahru and
other major cities have soared.

The overriding political issue in Malaysia is the delicate ethnic balance.
Malaysia consists of 51% bumiputera (ethnic Malays and local popula-
tions in Sabah and Sarawak), 38% Chinese (of mostly Hakka and Hok-
kien origin) and 11% Indians (of mostly Tamil origin). The Chinese
control a large share of the €conomy, while the Malays dominate the po-

itics, and have only once — in 1969 — erupted into a race riot. The New
Economic Policy of the 1980s and prime minister Mahathir’s Vision
2020 have aimed to increase the €conomic position of the Malays, while
avoiding offence of the Chinese. This has been possible because eco-
nomic growth has given both groups something to gain.

member of a distinct ethnic group. Future political stability and eco-
nomic growth depend on how successtul the government will be in de-
racialising politics and in promoting sentiments of a shared belonging
attached to a shared vision of the future. [f Chinese capital should leave
Malaysia, because of discrimination, a lack of confidence, or a lack of
return on investments, the Malaysian €conomy would enter a severe re-
cession. The Malaysian government has taken a high profile in criticis-
ing Western arrogance, both through its opposition to the US policy of
promoting Asia-Pacific Economic Cooperation (APEC) and throu ghre-
current insistence on Asian Values, This has to some extent boosted
Malaysia’s image as a state advocating regional interests. but may also
have frightened away some European and American investors. Malay-
sia is still heavily dependent on Western investment and wishes to at-
tract more of it.

Malaysia’s commitment to ASEAN has contributed significantly to im-
proving its relations with other states in the region, notably Indonesia
and Thailand. Border conflicts with these states, as well as with Brunei
and the Philippines, have given way to bilateral defence cooperation

and economic cooperation. After the collapse of international commu-
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PHILIPPINES

Population 1995: 69 million
Projection 2015: 101 million

After years of decline, the Philippine economy has improved in the mid-
1990s. Externali debt has decreased and investments now seem to come
more easily. Colitical conflicts and corruption have been major obsta-
cles for economic development, but we should recall that only one gen-
eration ago this country had one of the most promising economies in
Southeast Asia. Future prospects are mixed. On the positive side, the
country has plenty of natural resources, an educated middle class, good
managers, relatively skilled workers, and strong popular movements
and NGOs striving to improve the living conditions of the poor. More
women receive education in the Philippines than men. There is freedom
of expression and a pluralistic system of politics.

On the negative side, there is great disparity in wealth between the rich
and the poor, an unequal distribution of resources across regions, a
breakdown of the family, and widespread child labour. Many Filipinos
work abroad. The elites protect their own interests strongly, and the
country has a ‘Latin’ political culture, with strong landlords and a con-
servative Catholic church. Conflicts between political elites continue
over issues like privatisation. Another problem for the elite is the re-
gionalisation of politics. Local landlords maintain political control in
their home regions, and use their networks of clients to resist attempts
by the central government to carry out a uniform national policy. With
Fidel Ramos as president the military is under better political control
than before. This reduces the threat from one of the country’s main

destabilising forces - there were seven coups d’état under Corazon
Aquino.

The communist New People’s Army — mainly operating in the country-
side — suffers from internal disagreements, and has lost much of its
clout. On the other hand, the Moro Liberation Front — an Islamic inde-
pendence movement in the southern part of the country — has split the
country in two, and shows no signs of weakening. The political situation
in urban areas also remains volatile. Violence and crime in Manila have
repelled foreign, notably Japanese, investment. Specific political issues
can still cause massive popular discontent resulting in street riots and vi-
olence. Although some of the most dangerous social conflicts in the

Philippines are diminishing in intensity, the basic political problems re-
main the same.

Natural disasters have occurred and will continue to occur more regu-
larly in the Philippines than in most other countries in the world: ty-
phoons, land slides. volcanoes, and earthquaxes. Such events exhaust
resources and put a strain on government.

The international scene has changed dramatically, the US being obliged
to give up its bases and the Philippines reorienting its foreign policy to-
wards stronger emphasis on the Southeast Asian region. Economically

it does not enjoy much comparative advantage in relation to other mem-
ber states in ASEAN.

The two main scenarios for the Philippines are: a continued political
stalemate with political instability and lack of strong leadership; and a
more positive development with more active participation in the region-
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al economic growth. The latter would require the establishment, prefer-
ably by democratic means, of a stronger national bureaucracy carrying
out a radical land reform and protectin g foreign investments.

SINGAPORE

Population 1995: 3 million
Projection 2015: 4 million

Singapore has achieved a high standard of livin g through state-control-
led capitalist industrialisation. The small city-state has few natural re-
sources and no agriculture, and is dependent for its growth on trade,
processing industries, manufacturing and tourism. Singapore has the
biggest harbour in the world, and processes much of the ojl and gas of
Indonesia and Brunei. During the 1970s manufacturin g was an impor-
tant vehicle of growth, but local Singaporean industries are moving to
the other parts of the Growth Triangle, the neighbouring Riau islands
(Indonesia) and Johore province (Malaysia). Actually, there is little
space left on the small island for domestic industrial growth. Heavy in-
dustrial investments are also deemed environmentally unsound, since
they might destroy Singapore s image as a clean city and a commercial
hub. Another reason why industrial investments have been dissuaded is
that property prices have soared. Singapore thus needs to go global, and
develop what Senior Minister Lee Kuan Yew recently called a ‘second

3

wing’.

Like so many other mature economies, Singapore has begun to invest
overseas. In 1994, Singapore was the largest foreign investor in Viet-
nam, and was becoming an important investor in China as well. The
strong Singapore dollar has allowed locally based companies to invest
also in Europe and the US. Singapore maintains a high diplomatic pro-
file, with Prime Minister Goh Chok Ton g making thirteen official state
visits in 1994, and with the French president passing through Singapore
on his way to the Asia-Europe summit in Bangkok March 1996. Singa-
pore may take over some of Hong Kong’s role as a commercial and
tourist gateway to ‘Greater China’ in 1997 when Hong Kong becomes
a part of the PRC. Singapore is often seen as a model state by people
looking for vigorous pragmatic leadership, discipline and stron g organ-
isational ability, not only in other Pacific Asian nations. but in Europe
and America as well. Singapore is ruled by law, but is often criticised

for hyper-regulation and authoritarian methods of preventing political
opposition.

Politically, Singapore may be characterised as semi-democratic, and
there are no signs that the present ‘benevolent authoritarianism’ will
soon be loosened up. The opposition has been neutralised, and as long
as the economy keeps growing, most Singaporeans seem to accept the
state of affairs. One threat, however, is a cultural deprivation that re-
cently has hit Singapore, and that might lead to social unrest. The gov-
ernment is aware of this problem, and has made attempts to inculcate
the population with national pride. Like Brunei, Singapore is strength-
ening its defence, and is today the world’s best client for Swedish arms.
There are no immediate regional security threats, but if Indonesia or
Malaysia were to enter a period of turbulence. Singapore’s economic
strength and strategic location would make it vulnerable.
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THAILAND

Population 1995: 60 million
Projection 2015: 75 million

Twenty-five vears ago the armed forces were in total control of the
country’s poiitical life, and also held a strong position in the economy.
Just as in other Southeast Asian countries, a growing middle class has
challenged authoritarian rule. Still the military remains a central player
in politics, with huge economic interests and control over a significant
part of the mass media. Military culture still dominates politics, busi-
ness and social life. The armed forces are highly privileged, and many
officers see themselves as responsible for upholding national order. To
institute genuine democracy it will be necessary to reduce military in-
fluence, tackle the problem of money politics, and endow the political
system with more local democracy and popular participation. As it is,
most political parties are in the hands of business groups, the military,
and local patrons. Thailand’s political structure is built on a balance be-
tween the King, the parliament and the armed forces. So far, the King
has been able to mediate between civilian and military groups, as during
the dramatic crisis of 1992. No one seems to be able to take over the

King’s unifying function as a moral force and a stabilising national me-
diator.

Thailand has established itself as a regional economic centre and, to the
surprise of many observers, has had a steady and rapid economic
growth. Skilled diplomats, business leaders with an ability to attract for-
eign capital, entrepreneurship, and the geographic position of Bangkok
have all contributed to putting the country in an advantageous position.
The large Chinese population — partly assimilated, economically pow-
erful, and mostly urban — will be a strong asset in Thailand’s dealings
with China. During the last decade, Bangkok has shown a great ability
to position itself in a world which is generally perceived as hostile.
Thailand’s regional role involves economically aggressive policies to-
wards Cambodia, Laos and Burma. Its economic penetration of neigh-
bouring countries may provide a basis for renewed border conflicts not
only with the countries mentioned, but also with Malaysia.

To many observers Thailand’s impressive record looks like a success in
spite of itself. Governments are inherently unstable and often make
short-sighted decisions, corruption is considered to be rampant, tourist
earnings are based to a great extent on the buying of sexual services,
there are great regional and social disparities. and there has been wide-
spread environmental destruction with depletion of natural resources.
Still, the economy has shown no signs of any slowdown, and social con-
ditions have improved noticeably. It would seem, however, that the eco-
nomic boom cannot go on forever if it does not become environmentally
sustainable, and less socially and geographically skewed.

There is a danger that huge numbers of Thais will continue to suffer
from poverty. This is even more the case for the country’s ethnic minor-
ities, the indigenous people. An increase in the number of unemployed
educated youths can give ground for political instability. Thai women
have, as in other parts of Southeast Asia, traditionally had a strong po-
sition in society. On the one hand. Thai women are now entering social
spheres previously reserved for men. On the other, they are faced with
the problem of being exploited as cheap labour. The exploitation of
women from neighbouring countries will continue at an increasing
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scale. Thailand will probably continue to be a main centre for illicit
trade in women, and the AIDS problem will be severe.

VIETNAM

Population 1995: 74 million
Projection 2015: 104 million

In Vietnam there is national consensus on the need for economic
growth. This is a matter of national pride both to the government and
the population, and it is necessary for the government to deliver high
growth in order to maintain its legitimacy. In order to achieve growth,
Vietnam will need to accommodate foreign investors and avoid divert-
ing scarce resources to its military forces. If high growth is not obtained,
Vietnam will lag further behind its neighbours, and there will be wide-
spread discontent among the population either leading to increased re-
pression, fragmentation or a change of regime. But high growth also
demands and entails a number of dramatic changes which make it diffi-
cult for the Communist Party leadership to maintain national independ-
ence, social stability, and political stability.

After a century characterised by French colonialism, independent na-
tion-building, and a close alliance with the Soviet Union and Eastern
Europe, Vietnam now seems to be reintegrated in the Chinese economic
and political sphere. Chinese influnce is manifest in two different ways:
First, Chinese capital from Taiwan, Hong Kong, Singapore and other
countries already plays a crucial role in the Vietnamese economy. The
Vietnamese government thus needs to stay on good terms with Chinese
commercial networks. Second, Vietnam is exposed to an increasingly
powerful mainland China, and no longer has any powerful allies to rely
upon. The result is that a weakened Viemam is once again becoming en-
tangled in the cooperation patterns and conflicts of the greater Chinese
world. What Vietnam must do if it wants to counteract this tendency, is
to attract investments from other countries (Japan, USA. Europe), and
promote the role of ASEAN in matters of regional security. Vietnam
gained ASEAN membership in July 1995, but ASEAN is just an asso-

ciation of independent nations, not a power as such which can counter-
balance Chinese influence.

Internal social stability may soon be threatened by rapid urbanisation, a
decreased standard of public health services and education, and grow-
ing regional disparities which leave not only the highlands, but also
north cenwral Vietnam (the region from just north of Da N ang up to the
Red River Delta) behind as poor minority regions. This threatens to cut
the country in two parts: an outward-oriented prospering south which
has conflicts of interest with the politically dominant north, and a ne-
glected unruly central region. Central Vietnam is of great but contradic-
tory symbolical importance since Hue is the traditional core of cultural
conservatism and the Nghe Tinh region has a long history of peasant re-
bellions. If a recession should lead to widespread protest movements,
they might rapidly gain support in Central Vietnam.

Political stability has so far been maintained through a triangular com-
promise where all three of the country’s regions. as well as the three
main institutional clusters (party, army, economic management) are
equally represented in the top leadership. This triangular solution makes
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it difficult to carry out radical reforms and will be hard to maintain dur-
ing the generational shift that must come. The Party Congress in June
1996 1s going to elect a leadership for the next five years. This election
will give an indication of where the country is heading. The main polit-
ical scenarios are: (1) maintenance of the triangular compromise and
thus a kind of reactive, non-guiding leadership; (2) choice of a reform-
oriented leadership open to the gradual introduction of open public pol-
itics; (3) state-led reform under a more cautiously authoritarian alliance
of Party orthodoxy and army officers.
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