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Unified Asian voice will sound louder on world stage 

By Joergen Oerstroem Moeller

For The Straits Times

THREE major economic issues will dominate the East Asia Summit when the Asean+3 group meets India, Australia and New Zealand in Kuala Lumpur next month.

These include how to ensure that growth in Asia remains sustainable, how to distribute wealth that growth brings as well as how to translate the growing economic weight into global influence.

Asia's main driver of growth - exports to the United States - links its economies to the US business cycle. Though it has been a veritable engine of growth for the past 15 years, there is no guarantee that it will continue to be so.

Economists disagree over their forecasts for the US economy, though most feel that growth may continue, albeit at a lower rate. This will lead to lower growth in Asia.

That is, unless Asia can extricate itself from this by replacing exports to the US with domestic demand. This, of course, evokes the question of the Chinese economy. However, while domestic demand there is going up, it will probably not be sufficient to replace the US engine should its own exports falter.

Yes, with many Chinese families moving into the annual income bracket in excess of US$5,000 (S$8,500) a year and emigrating from rural areas into the cities, consumption will be stimulated. But for more robust domestic demand to sustain its growth, China must finetune its economic policy to shift consumption patterns upwards while also avoiding overheating and remaining cognisant of the ups and downs of US business cycles.

If the policymakers get it wrong, the Chinese economy may be derailed, which would jeopardise not just Chinese prospects but also most of Asia's.

Still, China is not synonymous with Asia. Japan still matters, so it is most encouraging to see it moving ahead, if a bit slowly. Its upturn is based primarily on domestic demand. However, the jury is still out as to whether its recovery is permanent or just a temporary blip of the same kind the world has seen a couple of times since 1990.

Can demand by the two major economies render Asia less reliant on the US economy?

The answer lies in Asian economies becoming more economically integrated. As they do so, they will become more interested in playing by the rules of the game. Yes, the lion's share of the benefits from growth will definitely go to China. But not exclusively.

Benefits accruing from economic integration will be shared by small and large countries, which should augur well for Asia in terms of it being an attractive place for investments. That is, this should increase the likelihood of more foreign investments. To promote further integration, Asia should be looking, over the longer term, at some mechanism to stabilise exchange rates since it may be too early to move towards a common currency or shared financial framework.

For a long time now, Asia has been punching far below its weight in the global economy as regional integration has not proceeded to a level for a common Asian position to be articulated in unison. The summit will not, of course, be a magic wand to conjure up such a position. What it can do is put the world on notice that when individual Asian countries speak up in international negotiations, they do so taking into account one another's views as well.

Such a simple message could well bolster Asia's influence and garner for the continent a higher profile globally.

The author is a visiting senior research fellow at the Institute of South-east Asian Studies.
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