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INTRODUCTION

... In 2001, the Korean Commonwealth is formed, shortlv after Japan and Russia
have found the way out of their century-long territorial conflict and mutual distrust.
Together with post-communist China and Korea, they constitute a new subregional
communiry. Their relationship with the U.S. remains strong and allows them to form
a “soft" multilateral subregional security structure. The territories of these six states
and five nations bordering the North Pacific, the Sea of Japan in particular, plus
Taiwan, Western Canada and Mongolia, are engaged in a new rype of cooperation,
largely independent from, but encouraged by, their central governments. In every
segment of subregional interaction the spirit of experimeniation prevails. The
economic decentralization makes the relationship smooth and easygoing. The
pragmatic consensus among the neighbors allows them to concentrate their collec-
tive efforts on the large-scale joint regional projects designed to build the advanced
basic infrastructure, as well as a new regional system of education institutions, to
promote enviranment protection, to upgrade quality of life, and to maintain a
competitive and dvnamic business environment. The concept of economic and social
development is undergoing a fundamental transformation. The state borders interms
of economics are more transparent than elsewhere, and the concept of “natural
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economic territories” is taking over. The growing economic compatibility and
harmonization of different cultures and economic systems play the role of the
strongest security guarantor. The region is open for international competition and
does not represent the economic bloc. It attracts more investment from Europe, North
America, Japan, and the Middle East than any other region in the world, and so on

This glimpse at a possible future will indicate that, indeed the decade ahead of
us could be as important for the future of the region as the decade of 1956—65 was
for Western Europe. Advocates of this idea have to deal with a variety of outstanding
problems in such a unique combination that no single region ever faced previously.
The comprehensive consensus is required for the North Pacific. On the other hand,
there is no difficulty for the opponents of this idea to raise serious doubts regarding
the feasibility of any regional cooperative arrangements.! It is true, the economic
cooperation among mutually suspicious neighbors can hardly take place without such
consensus-building efforts. In this region, as well as in Europe or Southeast Asia,
“economic and political security cannot be separated from the relationships with
external powers . . . . Indeed, all prevailing regional pattemns and formations
demonstrate the strong nexus between economic and security relations.”™ Another
problem is economic disparity in the level of development that limits the ability to
interact both in economics and spatially,’ in particular by the coastal and inland
territories. which, in fact, are “bypassed areas,* both in economics and politics.

POLITICAL BACKGROUND

In the history of economic cooperation in other geographical areas dominated by
conflict. war, alarge scale conflict, or acommon threat usually had altered the system
of regional relations, so new relationships started. The idea of regional cooperation
in the North Pacific underlines gradual norrnalization, harmonization, and evolution
of existing relationships. Because of security diversity in the region and other specific
features, the cooperation excludes the traditional, threat-oriented mechanics of
building regional consensus. Contrary to that, economic cooperation has 1o be a
catalyst for political accommodation.

There are three areas for such accommodation:

* differences in ideology and in the visions of democratic values;

* security concerns and threat perceptions;
* and “forces of history.” disputes, and economic and other disparities.

Ideology

The ideological division of the region became less acute and painful since Beijing
normalized its relations with Japan and the U.S. in the 1970s. With their massive
assistance it embarked upon an “open policy” in the 1980s. Even keeping in mind that
these developments became possible in the context of strategic confrontation with
Moscow, they do represent compromise between ideologies.

The key problem is whether new cooperative attitudes will emerge despite the
ideological differences. In other words, how realistic is the assessment that subre-
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gional cooperation will 1ake place even though Korea and China will continue to be
divided states and the PRC and North Korea will remain “communist” countries?
After the collapse of the Soviet Union, along with China’s active search for a greater
role in regional and global economy, the “socialism™ in DPRK appears to be very
different. Despite the legitimate human rights issues in China, the spectrum of an all-
encompassing “totalitarian” party—state does not fit contemporary China well.”¥ It
seemns that both Japan and South Korea are getting more reluctant to overreact to some
manifestations of ideological differences, but they are dependent on the U.S. policy
and assessments.

As far as the future of Korea is concerned, should we think that even limited
ideological accommodation among two parts serves both Koreas’ stability and
interests better than a sudden weakening of the political system of the North? If yes,
then the scenario of ideological accommodation in Northeast Asia should include the
political readiness not to ignore anyone’s domestic political realities, especially those
of the states in transition. Tolerance in foreign policy and time are required for
generational change, which in reality is one of the major sources of political
transformation. In other words, the dilemma is wherher to chalienge the status quo
in countries like China and DPRK risking their possible destabilization, or to
assimilate ideological differences in the cooperative environment. It could be an
extremely idealistic proposition since the changes required are inevitably bound to
domestic politics. And foreign policy goals are still under the influence of ideclogy.

On the other hand. these new approaches should not be interpreted as prescrip-
tions 1o maintain the status quo at any cost. Rather, they can be considered as ways
to realize certain principles and to reinforce democratic values in a pragmatic and
cost-efficient way. The political, economic, and social engagement, instead of the
attempts to bring about economic and social collapse of the ideologically different
regimes. could be. in the opinion of some American analyses, the U.S. strategy.
Positive ideological changes which could potentially lead to genuine reconciliation
are not the final remedy. The demise of ideology does not necessarily mean a
disappearance of deeper contradictions and differences in interests. For some
Japanese, the collapse of the USSR does not mean much either in terms of the essence
of the territorial dispute or in terms of general perceptions. For the U.S.. despite far
greater sensitivity to the disappearance of ideological differences with Moscow, the
Russian nuclear forces in the region and the future of the United States—Japan
alliance constitute the basis for current policy toward Russia.

Security

The question is whether regional security relations management with minimal
external assistance is better for the region. This problem has financial and domestic
political roots. Even for the United States, regional stability at lower costis becoming
an imperative. And the nature of regional stability is in a process of change.® These
and other non-conventional sources of threat very often challenge not only the
physical survival of the nation but also its social fabric, advancement and stability,
economic competiliveness, and overall performance.

Not just economic power of the nation, but its international competitiveness
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based on the quality of the human resources, culture, and education, as well as
openness and ability to cooperate internationally, are becoming the central elements
of national security. The role and place in civilization count probably more than the
number and accuracy of warheads and efficiency of delivery systems. For example,
the greatest contribution that Russiacan make toits own security is to get its econormic
house in order and to overcome international economic isolation (self-imposed to
some exient), although an economic revival of the U.S. could be an important
precondition not only for American interests, but also for the security of other
countries, including Russia. Under the new international and regional conditions,
major security efforts have to be designed and directed rather differently. A new set
of “threats and challenges™ is primarily domestic in nature and composition, with one
exception—the threat of international isolation and externally forced economic and
social underdevelopment remain powerful weapons.

Threat Perceptions

The end of the Cold War suddenly interrupted the evolution of security and
defense concepts. For almost every country of the North Pacific (with the exceptions
of North and South Korea), it is probably very difficult in changing circumstances to
formulate its foreign policy goals and security objectives, as well as to identify the
concrele sources of threat. Where, after all, should the *traditional™ security efforts
be directed in the situation when every country of the region is interested in stability
and development at home and non-exclusive cooperative security environment
abroad?

There are some views that Asia—Pacific has entered an “era of amorphous
threat” and uncertainty without any clear regional security framework.” It is true that
the fluid and already different threat perceptions have become even more diverse and
dynamic after the end of the Cold War. Each country’s list of security concerns is
different. Almost no country in East Asia can agree on what the “threat” to stability
and its own interests is. Afier decades of the Soviet threat, Japan is watching the PRC.
The prospect of a re-unified Korea is closely associated by Tokyo with military
competition. The security of SLOCs is important for Tokyo. Beijing is concemed
with ASEANs rising military spending, and fears closer relations between ASEAN
and Vietnam. But its greatest anxieties are economic isolation and the emerging
military threat of Japan in the areas where technologically China cannot compete.
South Korea also sees Japan as its future security problem. It does not want the
disintegration of the DPRK, and fears that the DPRK’s normalization with the U.S.
and Japan can reduce Seoul’s control over the dialogue. North Korea's strategy is to
avoid further international isolation, the loss of identity. and the possible *‘absorption”
by the South. Russia perhaps is the most vulnerable to some negative domestic
developments in China and subsequent large-scale migration of Chinese. Moscow
also fears economic isolation by Japan and a Japanese military buildup. The danger
of conflict on the Korean peninsula is the old threat, and the sudden withdrawal of the
U.S. from the North Pacific is a new one. The U.S. is determining how to retain its
regional supremacy vis—a—uvis Japan, which surpassed it as a trading partner, source
of development assistance, and source of foreign direct investment. The possible
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weakening of alliances is another problem for the U.S., as well as the “danger” of the
formation of other alliances without it. All these problems are masked, for the time
being, by the issue of the DPRK's nuclear facilities” inspection.

Some of the elements of threat perception and remaining conflicts in the area will
not disappear as a result of bilateral efforts, compromises, or accommodation. The
division of Korea and the Northern Territories dispute have betier chances to be
solved if the situation will be shifting toward accommodation and cooperation. But
even beyond the teritorial disputes and divided nations, the relationships between
small and large states will continue to be a problem in itself, unless a collective
political mechanism to manage these relationship will be established. Greater
suspicions and security uncertainties most probably will continue to disturb the
regional climate and bilateral political relationships if the lowest common denomina-
tor in defense efforts and military postures is not found.

Defense

How many weapons do we really need to maintain security and stability in the
North Pacific? How advanced should these weapon systems be, and how relevant to
the possible use of nuclear devices? In the worst case scenario, who is going to strike
whom, and at what cost? Growing technological disparities and the threat of
technological domination can represent sources of tension in themselves. In combi-
pation with security and military confrontation, disparities in military technologies
could become a major source of instability. Forward deployed forces, posturing for
preemptive strikes, can be seen in this “technological/military™ context as a compen-
sation for the still inadequate technological capabilities for maintaining such postur-
ing through other but “extra-territorial” means, such as sea-based or space-based
strategic forces. On the other hand. intemnational arms sales and/or military technol-
ogy transfers under the auspices of security agreements can be considered either as
a mechanism of building military technological advantages, or 2 mechanism of
compensation, if such advantages do exist on the other side. All these problems are
relevant to the North Pacific.

in this context, the unfolding discussion about the future of the United States—
Japan security alliance is invariably associated with reassuring that Japan's role
would not extend to the creation of an offensive or nuclear military capability.* On
the other hand, the formidable capabilities Japan already possesses in naval and air
forces, in particular, including the state-of-the-art modern weapon systems, were
acquired within the framework of this security treaty. Furthermore, the question is
whether it is realistic expectation or demand that an independent state and sovereign
nation is bound to retain forever this unusual political and security status. The
discussion of the existing or projected defensive/offensive capabilities is centered on
quantitative, not qualitative, parameters. At the same time, offensive capabilities
should not necessarily be perceived as an instrument of destruction of the enemy’s
staie forces. its military, or even its economic infrastructure. The war in the Persian
Gulf can be considered as a new model of delicate balance between national military
priorities and the potential human cost involved and between international goals and
domestic political constraints. Despite the political allergy of Japanese people to the
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military power, or the reliability of the security guarantees provided by the U.S., or
the self-imposed limits of the Japanese constitution, we cannot be certain in terms of
its future military capabilities and the potential to project its power. The answer to
these problems includes military restructuring and the reevaluation of the concept of
secunty and alliances.

Alliances

After the Cold War, every country will try to reduce the costs and risks of foreign
policy. Some existing security alliances, if not properly redefined and modernized
conceptually, can lose their direction and the political support of the public. Under
present circumstances it is likely that the United States—Japan security relationship
will experience a strain, The rise of emotionalism on both sides is not yet confronted
by strong leadership devoted to the new goals. On the level of public opinion, there
1s no accurate picture of each other.” *“America First” and “Re-Asianization” are
becoming two popularly known concepts that can push the relations from the stage
of adjustment to the phase of separation. Very little attention has been paid to the
broad political foundations of the alliance—shared interests, goals, and values. On
the level of the perceptions of the public in both countries, the security-related
elements of these relations became a symbol of cooperation, as well as the major
incentive for compromises in trade imbalances, Now, on both sides of the Pacific the
perception is that there is no more need for concessions, because the security relations
are losing their relevance. And the notion of inequality is resented on both sides,
although for different reasons. The typical American perception is the need to
preserve an unquestionable supremacy: “If the Alliance prospers . . . then the
likelihood of Japan becoming a regional security “issue’ is minimal. A severe
weakening or collapse of the Alliance, on the other hand, would be the single most
de-stabilizing development one could conceive of, with extraordinary consequences
for regional political, economic, and security relations and for U.S. interests.”'® On
the Japanese side, the consensus has gradually emerged that the security, and regional
security beyond the Cold War in particular, could only be mutual in the essence, and
collective in the format of maintaining it. There is also an understanding in the U.S.
that unilateral security measures based on hegemonic dominance are becoming
unpopular athome and less acceptable abroad. Although exclusive bilateral alliances
are still essential for deterrence, they are not sufficient for maintaining comprehen-
sive stability and cooperation. Cooperative attitudes, in the opinion of some analysts
and scholars, have to be developed. The nature of the security responsibilities is
changing—instead of “providing™ it at the expense of one leading power, the current
demand is to share it with “junior” allies and even with former adversarial states.
There is a recognized need to heip the latier to have more political space to getout of
the economic, cultural, and political isolation “which invariably serves the cause of
extremism.”!

Vision of History
With the aversion of the nuclear war and the end of bi-polar confrontation,
nationalism and historic animosities could become the most destructive forces. “The
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Cold War seemed to impose a kind of discipline over disputes. That discipline has
now evaporated.”™? The division of Korea and China, the territonal dispute between
Russia and Japan, and the historic animosities among Koreans, Japanese, Russians,
Chinese, and Mongols are among the most serious obstacles for regional cooperation,
particularly after the end of the Cold War. In this respect the idea of regional
cooperation could be confronted by factors and complications invisible earlier.
Openness and honesty in the vision of history can help to some extent to cure this
problem. Sometimes, even a legal background cannot be an adequate foundation for
settlemnent without political efforts to reconcile the vision of history. And the political
solution of some outstanding problems requires an historical understanding, but
highly selective historical memory and historical amnesia continue to be obstacles."

OTHER MODELS OF REGIONAL COOPERATION
Whatever model of economic cooperation and subregional co-development
efforts will be evolving in the North Pacific, we must consider various non-economic
factors which interfere with this process. Among these non-economic factors, which
interfere and interact with economic realities, are the following:
» security perceptions and defense efforts’ direction;

» shared political goals and domestic stability;

» ideological and political compatibility:

» cultural and ethnic differences;

+ consensus on problems of history;

» readiness 1o cooperate and to compromise in disputes;

« differences in countries’ size and geography:

+ and external hegemonic or collective regional leadership.

As a rule, these elements of relationship can be considered as essential for
providing psychological and political environment for normal economic contacts.
And as far as economic interdependence and integration are concerned, only well-
coordinated management of these issues, both on the national and regional levels, can
enhance the feeling of long term stability. Without this factor in place, large-scale
transfer of economic resources through official channels or joint development
programs and plans, as well as increased interdependence on the private level, willbe
impossible. But even with the feeling of stability, different economic and social
conditions may require large-scale efforts directed at harmonization. Otherwise,
uneven economic foundations will complicate multilateral interaction. Among these
economic prerequisites of economic integration are the following:

* economic and political openness;

* c¢lements of economic complimentarity;

» recognized regional economic goals and sources of dynamism;
» level of development and scale of economies;

» compatibility of economic systems and development models;
= essential elements of national and regional infrastructure;
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» the tradition of extensive bilateral economic interaction;

* private sector's maturity and its resource potential;

+ role of governments and development strategies;

+ role of institution building and multilateral forums;

* and involvement of regional and international institutions.

The patterns of very effective, effective, and ineffective models of regional
economic cooperation can be illustrated by economic integration in Western Europe,
by evolution of ASEAN and the larger Asia—Pacific Economic Cooperation
process, as well as by South Asian Association of Regional Cooperation (SAARCQ),
the dissolution of COMECON, and faltering economic relationships among indepen-
dent republics and economic regions of the Commonwealth of Independent States
(CIS).

COMECON and CIS

The COMECON dissolution (both as an institution and tradition of cooperative
relationships) and partial disintegration of existing intra-regional economic links
within the CIS serve as constant reminders that economic pragmatism can be easily
damaged by the sudden disruption of common security foundations, changes (even
similar in direction) in ideology. incompetent government management in the
absence of a developed private sector, and the “forces of history” mixed with
nationalism, political disagreements, and domestic instability. The recent economic
troubles within the CIS orin Eastern Europe’s economic relationships with the former
Soviet Union clearly demonstrate that even already developed economic interdepen-
dence can be a victim of emotionalism and mental blocks.

SAARC

South Asia Association of Regional Cooperation (SAARC) represents another
regional political/economic model that did not bring about a genuine cooperation and
rather should be considered as a confidence-building or even a crisis management
mechanism. With India as the de-facto dominant economic and political leader, the
conceptof SAARC is under the constant strain of the security, ethnic, territorial, and
political conflicts among the member states. The lack of openness and genuine
economic complimentarity, as well as resources, put severe limits even on the modest
cconomic agenda. The smaller nations of the Indian subcontinent see the usefulness
of SAARC as a collective counterweight to perceived Indian political and economic
expansionism. The concept of South Asian regional economic cooperation cannot be
described as a success even though there were some efforts of institution building,
including the SAARC Summit.

APEC

Asia—Pacific Economic Cooperation (APEC) process was based primarily on
the ideas developed within the tripartite business—academia—government activi-
ties of the Pacific Economic Cooperation Conference (PECC). In their nature, the
activities are very strongly dependent on private sector initiatives and interests, as




