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The upcoming ASEAN and East Asia summits scheduled for 10 – 12 December 2006 take place at a crucial time for the global economy. It provides Asia with the chance to cement its newborn strength - but it also challenges Asian economies to shoulder more responsibility towards global development. The deliberations at the recent annual meetings of the International Monetary Fund and the World Bank confirmed this trend. The message was clear - influence goes hand in hand with responsibility.

The American economy is heading into a period of slow growth or at worst, even a recession. The growth figures for 2006 are not encouraging. For 1st quarter it was 5.6%, for second quarter 2.6% and for 3rd quarter 1.6%. The latest figures for new housing were shockingly low (down 14.6% in October compared with September 2006) presaging lower growth in the coming quarters.

It is still an open question whether the outcome of the midterm elections will lead to a change in US trade policy. Traditionally, the democrats have been more skeptical towards trade liberalisation than the republicans and it thus unlikely that a robust policy stance on trade and economic policy will be forthcoming from the US in the next two years.

Asia cannot count upon the US as an unstoppable growth machine drawing in imports to keep the Asian economies humming. Instead, Asia needs to shift from export-lead demand to domestic demand as its economic stimuli.

Such a signal would reduce the risk of a US slow down that would in turn cause a global slow down. It would also help to reduce the persistently high and worrying deficit on the US balance of payments that delivers ammunition to those in the US calling for a less liberal trade policy and in some cases, to advocate for protectionist measures. The three large Asian economies – Japan, China and India – all have their share to contribute by beefing up domestic consumption and/or domestic investment.

The Asian economies are well poised to mastermind this swing. Growth in India and China continues to hover around the 10% mark. The Japanese economy is running at around 2%, although recent figures cast doubt upon whether this growth rate is sustainable as it depends heavily upon export; Japanese consumers still seem to be holding back. Southeast Asia is doing well with respectable growth rates.

A tangible demonstration of Asia's stronger economy and readiness to assume greater responsibility for shaping the global economy should focus upon the following ideas.

Firstly, Asia is worried about the prospects for further trade liberalisation because the failure of the Doha round - this concern is a positive development. Asia is heavily dependent on a liberal global trading system. Unfortunately, the Asian members of the World Trade Organisation are not playing a role comparable with their political clout and economic interests. Hitherto, the US and the EU has provided leadership. Regrettably this has not been forthcoming for the last couple of years. The upcoming East Asia summit in particular offers Asia a window of opportunity to step in and call for progress. 

Secondly, although the international monetary system is functioning well, many observers subscribe to the view that the US dollar is overvalued. The fact that interest rates in the US have hit 5.25% seem to confirm that an exchange rate adjustment could be in the wings. This is not bad in itself. What could turn it into a global economic problem is a disorderly adjustment where market forces take control, causing violent swings that give the impression that the system is under severe stress. 

It is too early, much too early, to talk about some kind of economic and monetary union in Asia, but it may not be too early to speak of stabilising currency rates among the major Asian economies and to effect an exchange rate mechanism between the Asian currencies and other major currencies that reflect comparative competitiveness.

Thirdly, Asia must convey, in a convincing way that it is serious abut its own economic integration. Even if the Chinese economy is growing strongly and the Japanese economy is the second largest in the world, it is difficult to conceive of individual Asian countries as global players. However, it is not difficult to visualise Asia seeking to organize itself on a global platform exercising global influence.

The East Asian summit is playing a vital role as a catalyst for further integration among the Asian economies. But it needs to go beyond declarations and to put forward concrete and specific ideas of what it actually wants and intends to do, to say nothing of what it is capable of doing. The ten ASEAN countries are doing exactly that by asking its EPG (Eminent Persons Group) to sketch the way ahead for deeper ASEAN integration.

Finally, Asia should jump to address the one item on the international agenda that will prove that its time has come - global warming and the environment. There is little doubt that environmental concerns will dominate the economic agenda in years to come. Asia's economic growth has caused it to become one of the chief sources of environmental pollution. The recent debate in China over polluted rivers bears witness both to the acuteness of the problem and growing political awareness. Asia will have to put its own mark on policy-making and tell the world how it plans to fight against global warming and take measures to improve the environment.

The time has come for Asia to show its colours. The strength of the Asian economies warrants it. The fact that nobody else is providing leadership makes it an opportunity to grab with both hands.

Joergen Oerstroem Moeller is a Visiting Senior Research Fellow at the Institute of Southeast Asian Studies, and an Adjunct Professor at the Copenhagen Business School.
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