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Foreword 

A
sia’s success in expanding its economies, significant 
progress in integrating them, and establishment of 
vast linkages with the global economy are some of the 
greatest accomplishments of the past few decades. 
Market-led integration, backed by national efforts and 

regional collective actions, has brought shared prosperity to Asia and 
the Pacific.

Asian integration is gaining momentum through enhanced 
cooperation between governments, firms, and people. Today, the 
region’s rapid growth is marked by growing cross-border trade, 
financial flows, and movement of people. The region is integrating 
within itself and with the rest of the world. But the road ahead is long 
and full of challenges.

Asia’s approach has been pragmatic and flexible. It has followed 
a bottom–up process that supports subregional cooperation initiatives 
through a multitrack and multispeed approach, reflecting the diversity 
and heterogeneity of preferences in the region. This approach, which 
has been sometimes described as “gradual,” has allowed both 
developing and developed economies to participate in building a 
broader and unified regional architecture.

Asian integration is supported by a dense web of overlapping 
regional and subregional institutions that are largely intergovernmental 
and focus on specific functional goals. The great diversity of Asian 
economies and societies poses challenges to the creation of regional 
structures. Coupled with this is a reluctance to delegate authority to 
regional institutions.

Some recent efforts to institutionalize policy cooperation have been 
successful and must be lauded. The multilateralization of the Chiang 
Mai Initiative, the setting up of the ASEAN+3 Macroeconomic Research 
Office, and efforts to create a region-wide free trade area are concrete 
first steps to institutionalize Asia’s policy cooperation initiatives.
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So far, the existing institutions and arrangements have served the 
region well. But the progress of regionalism has remained uneven 
across subregions and thematic sectors. By most measures, East 
Asia is more extensively integrated than South Asia, Central Asia, or 
the Pacific. As a result, across the region there is serious rethinking 
and discussion on the institutional framework needed to lock in 
the realized gains and support the next steps for enhanced regional 
cooperation and integration.

Do we need to create new institutions, strengthen existing ones, 
or even look at consolidation? What will be the governance structure 
of Asian institutions? Are we ready to create an Asia-wide institution 
and delegate some degree of sovereignty to it? What has been the 
experience of other regions? What is the way forward?

This work is an attempt to answer these questions. It is the last in 
a trilogy of studies undertaken jointly by the Asian Development Bank 
(ADB) and the ADB Institute analyzing the progress of integration to 
achieve our vision of an “Asian economic community.” This will not 
happen overnight. Visions and dreams are realized by taking small, 
incremental steps. Thus the longer it takes, the sooner we must start.

Our first study, Emerging Asian Regionalism—A Partnership for 
Shared Prosperity (ADB 2008b), identified strengthening the institutional 
base for Asian integration and enhancing regional connectivity to 
boost production networks and trade as the next steps for creating 
a stronger architecture for regional policy cooperation. The second 
study, Infrastructure for a Seamless Asia (ADB/ADBI 2009), looked in 
depth at building physical infrastructure networks and institutions to 
support the region’s rapid growth.

This third study looks at the institutional framework for regional 
cooperation and integration. It analyzes why, despite a dense network 
of arrangements and institutions, Asia remains “institution light”—
marked by few formal or explicit commitments from member countries 
in terms of an agenda for cooperation. It lays out the general principles 
and options to strengthen the region’s institutional architecture to 
achieve the goal of an Asian economic community.

I wish to express deep appreciation to the excellent team of 
individuals, both inside and outside ADB and its Institute, who 
contributed to preparing this study. It is the joint work of several 
experts who served as authors, advisers, reviewers, editors, and 
technical staff. Jong-Wha Lee, Srinivasa Madhur, Giovanni Capannelli, 
and Sabyasachi Mitra developed the study concept and implemented 
the project. A team of consultants led by Barry Eichengreen and 
including Miles Khaler, Andrew MacIntyre, See Seng Tan, the late Hadi 
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Soesastro, and 30 background paper authors provided valuable ideas 
combined with theoretical and analytical inputs in preparing the study. 
Philippe Legrain served as the economics editor. Masahiro Kawai 
and Rajat M. Nag provided overall guidance and strategic direction 
to the study.

The emergence of Asian regionalism is a powerful historical force 
that will help build peace and prosperity within and outside the region. 
Building the right institutional framework for Asian integration is not 
only important for the region to eradicate poverty and sustain the 
growth momentum, but it is also good for the rest of the world as Asia 
increases its contribution to the global economy.

Haruhiko Kuroda
President
Asian Development Bank
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Chapter 1

Introduction: Institutions  
for Asian Integration

B
y coming together, Asia’s economies have grown much 
stronger.1 The region’s world-beating economic growth 
owes much to its success in developing the intricate 
web of regional supply chains and production networks 
often known as “Factory Asia.” This exceptional cross-

border collaboration involves shipments of both raw materials and 
manufacturing parts and components that crisscross the region, 
along with foreign investment and—increasingly—businesspeople, 
managers, and other skilled workers (Kharas and Gill 2007). This 
emerging Asian regionalism offers a new platform for economic 
development that is, as the predecessor to this report, Emerging Asian 
Regionalism: A Partnership for Shared Prosperity (ADB 2008b), put it, 
“good for individual economies, good for Asia, and good for the world.”

This remarkable achievement now needs entrenching and 
extending—as is already starting to happen. Interdependence is 
deepening. Cross-border trade in parts and components continues 
to rise, as economies such as Viet Nam—like the People’s Republic 
of China (PRC) before them—develop manufacturing assembly 
operations and connect up with regional supply chains. This 
intraregional trade in intermediate goods is increasingly supplemented 
by trade in final goods too, as consumption growth accelerates. Foreign 
direct investment flows within Asia are also rising fast. 

1 The geographical coverage of this study is defined by ADB’s regional membership, which 
includes 48 countries that are part of the “Asia and the Pacific” region. The complete list of 
countries covered in this study is shown in Table 2.1 in Chapter 2. Countries are grouped 
into five subregions: Central Asia, South Asia, Northeast Asia, Southeast Asia, and the 
Pacific, including Oceania. It is often helpful to consider Northeast Asia and Southeast Asia 
together as East Asia.
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These developments are mostly a result of market forces allied 
with liberalizing national policies. As governments have opened up 
national economies, abundant supplies of low-skilled labor in some 
countries have combined with highly skilled labor and manufacturing 
capabilities in others to stimulate trade and investment. Falling transport 
and communication costs have deepened these intraregional links.

Asia’s integration is thus more a spontaneous outcome of national 
policy initiatives and technical change than the result of a grand scheme 
to create a single market for the region. While “top–down” policy 
cooperation on trade, investment, finance, and other issues has been 
important, Asia’s integration has mostly come from the bottom up. 

The vigor of this largely organic—and visibly positive—process 
now creates four challenges for policy-makers.

• Cementing recent gains. Although Asia’s economic growth 
has been very rapid, recent achievements are fragile. The 
region’s beneficial openness to the rest of the world also has 
its downsides, not least a vulnerability to external shocks. The 
collapse of trade and financial flows in the 2008/09 crisis was 
a reminder of this. While Asian governments did not succumb 
to the temptation to restrict trade and investment, the crisis 
underscores the need to buttress economic and financial 
stability to consolidate recent gains. Moreover, while regional 
economic cooperation has progressed in recent years, existing 
obligations and commitments have yet to be implemented 
uniformly across Asia and the Pacific. 

• Broadening the process. Until now, Asian economic integration 
has mostly focused on East Asia: “Factory Asia” is primarily an 
East Asian operation. While trade between South and East Asia—
notably between India and the PRC—is growing, not all parts 
of those regions, and not all sectors and activities, are equally 
involved. Whereas almost 60% of East Asia’s trade in parts and 
components takes place within the region, intraregional trade 
shares are very low in Central and South Asia, and in the Pacific. 
Since intraregional trade—in intermediate goods in particular—
can be an important driver of growth, its benefits now need to be 
extended throughout those three subregions.

• Deepening integration. The next steps in regional integration 
involve moving from integrated trade and production networks 
to more deeply integrated goods markets by lifting behind-the-
border barriers to trade and competition; removing obstacles 
to interregional trade in services; allowing a freer movement 
of labor, especially skilled labor, across regional members; 
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developing deeper, wider, and more crisis-resilient financial 
markets in Asia that are able to allocate the region’s vast 
(often externally invested) savings more efficiently to its huge 
investment needs and thus facilitate global rebalancing; and 
coordinating monetary and fiscal policies more closely in order 
to enhance macroeconomic and exchange-rate stability. Last 
but not least, they involve reducing poverty, shrinking income 
disparities, and boosting investment and growth in the less 
dynamic economies across Asia and the Pacific. The end result 
would be the creation of an “Asian economic community,” 
complete with a new regional architecture that would include 
fully integrated markets and stronger regional institutions.

• Ensuring the compatibility of regional and global integration. 
Asia, especially East Asia, is the paradigmatic open region, 
and its approach to cooperation is one of “open regionalism” 
(Garnaut 1996). Since Asia is highly integrated globally as well 
as regionally, it is crucial that measures to cement the region’s 
integration complement rather than jeopardize its links with 
the rest of the world.

1.1. Need for Institutions
The premise of this study is that these four challenges cannot be met by 
relying on market processes and national action alone—Asian countries 
will also have to work together effectively. That demands norms, 
rules, and understandings about how to proceed, as well as regional 
organizations to coordinate governments’ actions. In short, it requires 
institutions for regional integration (IRIs), which are defined in Box 1.1.

Asia and the Pacific hardly lack IRIs—this study counts a total of 40. 
But while the region possesses a dense web of such institutions, these 
vary enormously in scope and structure, since—like Asian integration 
itself—they have developed in response to specific needs rather 
than by grand design. Some are overarching organizations: umbrella 
arrangements with comprehensive purviews, which convene summits 
for heads of government or state and/or ministerial-level meetings, 
and provide the normative and declaratory frameworks that legitimize 
and support regional cooperation and integration initiatives. Others 
are functional institutions: specialized organizations with a narrower, 
often technical, agenda that focus on a specific area (or range of 
areas) of cooperation and/or promote cooperation within a limited 
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geographical area. There are also facilitating IRIs: institutions that have 
developed programs and initiatives to bolster regional integration by 
providing advisory, administrative, technical, and financial support.

The geographical scope of Asia’s IRIs is diverse. Subregional ones 
include IRIs that focus on limited geographical areas—such as the 
Greater Mekong Subregion Economic Cooperation Program, the Coral 
Triangle Initiative, and the Greater Tumen Initiative—and others that 
bring together larger subregions, such as the South Asian Association 
for Regional Cooperation (SAARC), the Pacific Islands Forum (PIF), 
and the Association of Southeast Asian Nations (ASEAN). Intraregional 
IRIs connect countries from two or more Asian subregions: examples 
include the East Asia Summit (EAS),2 ASEAN Plus Three (ASEAN+3), 
and the Network of Asian River Basin Organization (NARBO). Two 
IRIs have a pan-Asian remit: the United Nations (UN) Economic and 
Social Commission for Asia and the Pacific (ESCAP) and the Asian 
Development Bank (ADB). Finally, transregional IRIs—such as the 
Asia-Europe Meeting (ASEM), Asia-Pacific Economic Cooperation 
(APEC), and the Eurasian Economic Community (EurAsEc)—connect 
Asia and the Pacific with the rest of the world. The inventory of IRIs 
analyzed in this study is shown in Table 1.1 and discussed in greater 
detail in Chapter 4. 

2 The United States and the Russian Federation will join as members of EAS starting 2011.

Institutions can be defined in several ways. 
In the broadest sense, academics conceive 
of institutions as durable rules that shape 

expectations, interests, and behavior. These range 
from formal obligations to informal norms and 
understandings of what constitutes acceptable 
behavior. This study uses a more focused definition 
which is arguably more in keeping with everyday 
usage. It defines institutions as arrangements and 
organizations, ranging from ad hoc and informal 
forums that lack an organizational core to formal 
standing bodies that serve a particular purpose. 

The focus of this study is on institutions for 
regional integration in Asia and the Pacific—
organizations involved in regional economic 
integration and cooperation, whose mandate may 
also extend to non-economic issues. Typically, 
the principals or contracting parties of these 
institutions are national governments, although 
nongovernmental organizations and other 
nonstate actors may also participate in their work 
and help shape their agenda.

Box 1.1. Defining Institutions for Regional Integration
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Table 1.1. Inventory of IRIs in Asia and the Pacific

TRANSREGIONAL (7)

Overarching (4) Asia-Europe Meeting (ASEM); Asia-Pacific Economic Cooperation (APEC); Eurasian Economic Community 
(EurAsEC); Forum for East Asia-Latin America Cooperation (FEALAC)

Functional (3) ASEAN Regional Forum (ARF); Indian Ocean Rim Association for Regional Cooperation (IOR-ARC); Shanghai 
Cooperation Organisation (SCO)

PAN-ASIAN (2)

Facilitating (2) Asian Development Bank (ADB); UN Economic and Social Commission for Asia and the Pacific (ESCAP)

INTRAREGIONAL (10)

Overarching (2) ASEAN Plus Three (ASEAN+3); East Asia Summit (EAS)

Functional (8) ASEAN+3 Macroeconomic Research Office (AMRO); Bay of Bengal Initiative for Multi-Sectoral Technical and 
Economic Cooperation (BIMSTEC); Central Banks of Southeast Asia, New Zealand, and Australia (SEANZA); 
Coral Triangle Initiative (CTI); Credit Guarantee and Investment Facility (CGIF); Economic Cooperation 
Organization (ECO); Executives’ Meeting of East Asia Pacific Central Banks (EMEAP); Network of Asian River 
Basin Organizations (NARBO)

SUBREGIONAL (21)

Central Asia (3)

Functional (3) Central Asia Regional Economic Cooperation (CAREC); International Fund for Saving the Aral Sea (IFAS);  
UN Special Programme for the Economies of Central Asia (SPECA)

South Asia (4)

Overarching (1) South Asian Association for Regional Cooperation (SAARC)a 

Functional (3) Bay of Bengal Programme Inter-Governmental Organisation (BOBP-IGO); South Asia Co-operative  
Environment Programme (SACEP); South Asia Subregional Economic Cooperation (SASEC)

Southeast Asia (6)

Overarching (1) Association of Southeast Asian Nations (ASEAN)b

Functional (5) Brunei Darussalam-Indonesia-Malaysia-Philippines East ASEAN Growth Area (BIMP-EAGA); Greater Mekong 
Subregion Economic Cooperation Program (GMS); Indonesia-Malaysia-Thailand Growth Triangle (IMT-GT); 
Mekong River Commission (MRC); Southeast Asian Water Utilities Network (SEAWUN)

continued on next page
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Table 1.1 continued

Northeast Asia (2)

Overarching (1) Trilateral Summit (TS)

Functional (1) Greater Tumen Initiative (GTI) 

Pacific (6)

Overarching (1) Pacific Islands Forum (PIF) 

Functional (5) Forum Fisheries Agency (FFA); Pacific Islands Applied Geoscience Commission (SOPAC); Secretariat of  
the Pacific Community (SPC); Pacific Regional Environment Programme (SPREP); South Pacific Tourism 
Organisation (SPTO)

a  SAARC recently launched many cooperation centers, programs, and initiatives. These include the SAARC Agricultural Information Centre, the 
SAARC Audio Visual Exchange Committee, the SAARC Coastal Zone Management Centre, the SAARC Development Fund, the SAARC Disaster 
Management Centre, the SAARC Documentation Centre, the SAARC Energy Centre, the SAARC Food Bank, the SAARC Forestry Centre, the SAARC 
Human Resource Development Centre, the SAARC Meteorological Research Centre, the SAARC Tuberculosis and HIV/AIDS Centre, the South Asian 
University, and the South Asian Growth Quadrangle.

b  A number of cooperation programs and initiatives operate under the ASEAN umbrella. These include the ASEAN Centre for Biodiversity, the ASEAN 
Centre for Energy, the ASEAN Centre for the Development of Agricultural Cooperatives, the ASEAN Coordinating Centre for Transboundary Haze 
Pollution, the ASEAN Council on Petroleum, the ASEAN Earthquake Information Centre, the ASEAN Foundation, the ASEAN Insurance Training and 
Research Institute, the ASEAN Intergovernmental Commission on Human Rights, the ASEAN Specialized Meteorological Centre, and the ASEAN 
University Network.

Note:  This inventory, which is not comprehensive, lists 40 mainly intergovernmental institutions, of which 10 are overarching, 28 functional, and 
2 facilitating institutions for regional integration. Other regional cooperation initiatives, programs, and groups that play important roles in fostering 
integration in Asia and the Pacific include the APEC Business Advisory Council, the Asia-Europe Foundation, the Asian Bond Fund(s), the Asian 
Bond Markets Initiative, the Asia-Pacific Partnership on Clean Development and Climate, the Association of Credit Rating Agencies in Asia, the 
Boao Forum for Asia, the Clean Air Initiative for Asian Cities, the Economic Research Institute for ASEAN and East Asia, the Economic Research 
Institute for Northeast Asia, the Pacific Basin Economic Council, the Pacific Economic Cooperation Council, the Southeast Asian Ministries of 
Education Organization, the Southeast Asian Central Banks Research and Training Institute, the University of the South Pacific, and many others.

Source: ADB staff elaborations based in part on field interviews.

This network of IRIs has served the region well, but the next 
steps in Asian integration require stronger institutional support to 
sustain and broaden the process, moving toward the creation of an 
Asian economic community. Existing IRIs may need to be made more 
effective, and in some cases new institutions may be required. At the 
same time, national agencies may need to increase the powers they 
delegate to regional institutions. However, Asian countries may not 
be ready to surrender parts of their national sovereignty to regional 
bodies. This raises several important questions. What is the benefit 
to Asian countries of participating in subregional, regional, and global 
institutions? Will Asia be willing to create more pan-regional institutions, 
a regional bureaucracy, and strong secretariats in key IRIs? What type 
of governance structure would these institutions need to adopt? Which 
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specific reforms and innovations on issues such as membership criteria, 
decision-making rules, and budget contributions should they consider?

The great diversity among Asian economies and societies creates 
another set of challenges for the establishment of common regional 
structures. But recurrent crises affecting the region, from those of the 
past decades to the recent global economic and financial turmoil, 
underscore the importance of enhancing regional cooperation and 
integration. Asian authorities are becoming increasingly aware of the 
benefits of closer dialogue, cooperation, and coordination among 
regional members. Stronger IRIs may be needed to enable Asia’s 
voice to emerge more strongly in global institutions and forums such 
as the International Monetary Fund (IMF) and the G20. However, is the 
current political environment conducive for strengthening Asia’s IRIs? 
Is there enough commitment from Asian political leaders to increase 
regional cooperation and integration? Are relevant private sector and 
civil society organizations aware of the issues and involved in the 
activities of Asia’s IRIs?

Claims that Asian economic integration is a relatively new 
phenomenon and cooperation is lightly institutionalized (ADB 2008b) 
are grounded in implicit or explicit comparisons with other regions 
and their histories of economic cooperation. The most familiar is the 
contrast between Europe, with its panoply of longstanding formal 
institutions, and Asia, which has self-consciously rejected the European 
model in favor of a more consensual and informal path toward 
collaboration. Other regions—such as the Americas, Africa, and the 
Middle East—may provide an equally useful standard of comparison, 
given the proliferation of their regional economic institutions in recent 
decades, offering both positive and negative lessons. This in turn raises 
another set of important questions. How does the extent to which 
cooperation is institutionalized vary across issue areas in Asia? What 
are the implications for efforts to cooperate within the region? Where 
there are contrasts with other parts of the world, what explains them? 
Are there lessons that Asia could learn from Europe and other regions? 
And what are the likely prospects for further institutionalization moving 
toward the creation of a regional community?

This study attempts to answer these questions. It is structured 
as follows. The remainder of Chapter 1 analyzes Asia’s complex 
institutional architecture and discusses different approaches to 
regional institution building. Chapter 2 reviews the progress of Asian 
economic integration and cooperation. It describes the contours of 
integration, contrasting the progress made in production and trade in 
final goods with that in the services, monetary, and finance sectors, 
likewise comparing the progress made in East Asia with that in 
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South Asia, Central Asia, and the Pacific. It also reviews the progress of 
integration and cooperation in infrastructure and regional public goods. 
Chapter 3 reviews the analytical literature on the determinants of—and 
deterrents to—further institutionalization, introducing the analytical 
concepts used in the social science literature to analyze regional 
institutions. Chapter 4 puts these concepts to work by describing the 
institutional landscape in Asia and the Pacific. It provides an overview 
of existing regional economic cooperation arrangements and the 
extent of their institutionalization along different dimensions. Chapter 5 
places institution building in a comparative context, highlighting Asia’s 
economic and political heterogeneity, openness to the rest of the 
world, distinctive history, and unique security setting. It develops the 
contrast with the experience of other regions such as Europe, Latin 
America, Africa, and the Middle East, offering some important lessons 
for Asia. Finally, Chapter 6 elaborates proposals for strengthening 
the regional architecture, with the goal of cementing past gains and 
propelling the region forward to deeper integration. It includes a set of 
policy recommendations for reforming Asia’s institutional architecture 
toward the creation of an Asian economic community.

1.2. Asia’s Institutional Architecture 
As Table 1.1 shows, Asia has no shortage of IRIs. The regional policy 
forums of ASEAN, ASEAN+3, and the EAS are just three obvious 
examples. Beyond East Asia, one can point to subregional forums 
such as SAARC, PIF, and CAREC. There are also major forums that 
connect Asian countries with non-Asian ones, such as APEC and ASEM. 
Figure 1.1, which is taken from the Emerging Asian Regionalism study 
(ADB 2008b), depicts major subregional, intraregional, and transregional 
oragnizations. It makes clear that Asia’s institutional landscape is 
multilayered and overlapping, and reflects the reality that regional 
integration in Asia arose haphazardly rather than being planned.

Table 1.1 and Figure 1.1 show the complexity of Asia’s institutional 
architecture for regionalism: the stereotype that Asian integration 
is “poorly institutionalized” is misleading. However, most Asian 
institutions operate with few explicit procedural rules, delegate few 
tasks to standing secretariats, and specify few obligations for their 
members.3 Asia’s IRIs are typically based on a consensus approach 
to decision-making, supplemented by nonbinding voluntary 

3 Some of Asia’s IRIs have gone further than others in committing to standing procedures 
and rules-based arrangements, as Chapter 4 details.
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commitments (“soft law”), reflecting the value attached to national 
sovereignty. Expressed in the terminology of international relations, 
regional cooperation in Asia entails only limited legalization, defined 
as a situation where rules are binding and precise, and where their 
interpretation, monitoring, and implementation are delegated to a 
third party.4 

4 Again, though, some IRIs are more legalized than others.

Figure 1.1. Main Regional, Intraregional, and Transregional Forums in Asia and the Pacific

APEC = Asia-Pacific Economic Cooperation; ASEAN = Association of Southeast Asean Nations; ASEAN+3 = ASEAN plus three countries, 
as shown; ASEM = Asia-Europe Meeting; CAREC = Central Asia Regional Economic Cooperation; EAS = East Asia Summit; FSM = Federated 
States of Micronesia; Lao PDR = Lao People’s Democratic Republic; PIF = Pacific Islands Forum; SAARC = South Asian Association for 
Regional Cooperation.

Notes:

ASEM includes also the European Commission as a member.

For CAREC, the People’s Republic of China’s membership is focused on the Xinjiang Uygur Autonomous Region.

Source: Asian Development Bank.
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Thus, Asia’s regional architecture is both complex and light 
at the same time: it has a dense and elaborate web of sometimes 
overlapping institutional arrangements which tend to center on 
negotiations among national governments rather than delegating 
authority to regional bodies or engaging civil society. Asia’s IRIs 
involve cooperation in specific fields among national governments 
that retain their sovereignty, rather than the creation and operation 
of bodies or authorities transcending those sovereign states. Asia’s 
IRIs emphasize flexibility, informality, and consensus: they can be 
thought of as confidence-building exercises which aim to create 
an environment conducive to building trust and, on that basis, 
progressive integration. 

Asia has adopted this approach for good reasons. In such a vast 
and diverse region, defining common structures and governance 
rules requires flexibility and pragmatism. Several Asian countries 
are postcolonial societies that attach special value to their national 
sovereignty, limiting the appeal of pursuing a regional agenda 
that requires compromising national priorities. Given the region’s 
complicated history and cultural and social mix, Asian countries are 
usually unwilling to criticize their neighbors—or to tolerate criticism 
from them—limiting the capacity for adopting sanctions or even setting 
up feedback mechanisms based on objective performance indicators. 

For all these reasons, efforts to regularize relations and build 
regional institutions have concentrated on ongoing interaction 
among governments within project-specific and network-oriented 
arrangements, framed in a manner that does not threaten sovereign 
prerogatives. This approach—sometimes referred to as the “ASEAN 
way” after the institution that pioneered it—has been important 
for cultivating the confidence and trust needed to build support for 
deeper cooperation and integration. It has successfully reconciled the 
value that countries and their residents attach to national sovereignty 
with the need for common rules and regulatory standards—and 
governance thereof—to support Asia’s integrating markets.

The Challenge
What has worked well in the past may work less well in the future, 
however. The first step in integrating markets—namely, reducing 
restrictive border regulations—can be achieved unilaterally or through 
negotiations, bilateral or regional, between governments. Compliance 
with such commitments is relatively straightforward to monitor. Asia 
has thus made significant progress in reducing and eliminating tariff 
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and nontariff barriers to trade by unilateral action, negotiating bilateral 
free trade agreements, and establishing an ASEAN Free Trade Area 
(AFTA)—but without establishing rules-based structures oriented on 
external enforcement, like those provided at the global level by the 
World Trade Organization (WTO).  

After this first step, however, progress becomes harder. The last 
remaining tariff barriers are the most sensitive (by definition, otherwise 
they would already have been removed). Liberalizing trade in parts and 
components was easy: importing countries were enthusiastic because 
this facilitated the production for export of final goods. Liberalizing 
final-goods trade is harder, since it pits domestic and foreign producers 
within the region against one another. Unilateral liberalization, which 
has carried much of Asian liberalization to this point, becomes trickier 
as more politically sensitive areas come into play. And once countries 
have created a web of bilateral and subregional free trade agreements, 
rationalizing the resulting “noodle bowl” of agreements poses more 
formidable collective action problems. 

More generally, market integration and competition are impeded 
not just by border restrictions but also by behind-the-border tax and 
regulatory policies favoring some (typically domestic) producers over 
others. These include limits on entry by foreign suppliers of services, 
discriminatory public procurement practices, trade-limiting product 
standards, and limits on foreign direct investment. International 
differences in contract and sales law, including those whose purpose 
is not to bias outcomes in favor of buyers and sellers from one country 
over another, heighten uncertainty and create enforcement costs that 
also limit cross-border trade and competition.

At this point, however, information on policies becomes more 
costly to obtain and assimilate. Monitoring governments’ compliance 
with the provisions of their agreements is more difficult. Since there is 
a wide range of possible regulatory policies, no single alternative may 
be preferred by the median policy-maker, requiring an agenda setter 
to organize and direct the process. For all these reasons, progress may 
require the delegation of negotiation, monitoring, and enforcement 
functions to an entity other than governments. 

As regional integration deepens, competition across borders also 
becomes more intense. This widens the scope for disputes among 
affected parties in different countries. Increases in the frequency and 
intensity of disputes create a need for strengthened dispute settlement 
mechanisms. In a more deeply integrated regional market there 
is also more need for harmonized product standards and market 
regulations. This, in turn, requires closer coordination and monitoring 
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of national practices. In addition, spillovers intensify as markets 
grow more integrated, heightening the importance of coordinating 
macroeconomic and financial policies. This, in turn, requires 
strengthened monitoring of national policies. 

As countries open up financially, global and regional spillovers 
tend to intensify, making it more important for governments and 
central banks to coordinate their policies. With increasing openness 
and integration comes greater exposure to external shocks, emanating 
from both within the region and outside. The economic disruption 
caused by the 2008/09 crisis is a reminder of Asia’s vulnerability to 
such shocks.

This exposure makes it more important, as Asia’s economies 
continue to open and integrate, for them to have access to emergency 
credit lines. This too is something that is appropriately organized at the 
regional level, and also requires strengthened surveillance of national 
policies, possibly together with policy conditionality, so that external 
parties are willing to extend credits. More elaborate institutional 
arrangements, not limited to consensus decision-making and involving 
binding commitments and a greater degree of delegation, may be 
needed to carry out all of these tasks adequately. 

The existing institutional architecture may not be adequate for 
extending the process of deep integration beyond East Asia to South 
and Central Asia and the Pacific. These subregions are not as integrated 
internally as East Asia. Nor are economic and financial links between 
East Asia and these other subregions sufficiently well developed. 
Institutions that evolved to support economic and financial integration 
among a limited number of Asian countries, often neighbors within a 
single subregion, may not be ideally suited for integrating the larger 
number of economies that now aspire to be part of “Factory Asia.” 

The result is an Asian economy that is extensively but unevenly 
integrated. Some product markets, notably those in manufacturing 
parts and components, are more deeply integrated than others—those 
in labor-intensive services, for example. Some factor markets, such 
as those for skilled workers, are more deeply integrated than others, 
notably those for unskilled labor. Some subregions, notably East Asia, 
are more deeply integrated than others, such as South and Central 
Asia. Some regional policies, such those promoting bond market 
development, are more closely coordinated than others, such as 
monetary and fiscal policies.

Finally, as Asian economies become more deeply integrated with 
each other and with the rest of the world, it becomes increasingly 
important to ensure the compatibility of regional and global integration. 
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Policies and measures to cement Asian integration should also help 
foster Asia’s links with the global economy. Institutional arrangements 
at the regional level should complement analogous ones at the global 
level, not compete or conflict with them.

1.3. Approaches to Regional 
Institution Building
Approaches to strengthening Asia’s IRIs through reform and innovation 
should reflect not only the preferences of national governments and 
other relevant public agencies, but also those of civil society, opinion 
formers, and the general public about appropriate modalities for 
institution building—otherwise they are unlikely to attract the political 
support needed to make them a reality.

The survey of regional opinion leaders commissioned for this 
report, described in more detail in Appendix 1, sheds light on those 
preferences. As Figure 1.2 shows, there is broad-based support for 
strengthening, consolidating, and streamlining existing IRIs. As many 
as 80% of respondents express strong support for this approach. These 
results suggest that existing IRIs should be at the center of the region’s 
further institution-building efforts. 

There is also support for creating new institutions to deepen 
regional integration: 44% of respondents are in favor, and only 17% 
against. That said, the fact that 35% of respondents say they are neither 
for nor against suggests that a lot depends on the precise form and 
function of any new IRIs. 

Building from the Bottom Up 
If Asia follows a bottom–up approach to building its regional institutions, 
is it better to proceed on a geographical or a functional basis? One 
approach would be to ask, for what geographic collection of countries 
are the efficiency advantages of further institutionalization likely to be 
greatest and the sacrifices of sovereignty least? Is ASEAN, ASEAN+3, 
EAS, or some other grouping ripe for further institutionalization on the 
grounds that cross-border spillovers are particularly pronounced and 
member governments have similar policy preferences?5 

5 Chapter 2 reviews some of the relevant evidence.
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An alternative approach would be to ask, for what issue areas or 
functions are the efficiency advantages of deeper institutionalization 
greatest and the sacrifices of sovereignty least? Does trade, finance, 
environment, infrastructure, or some other area involve particularly 
strong cross-border spillovers and compatible preferences among 
governments? Should countries start by negotiating and completing more 
subregional free trade agreements along the lines of AFTA, and more 
bilateral ones such as those between ASEAN and other Asian countries? 
Should the priority be further subregional financial cooperation, such 
as the harmonization of financial regulations across the region or the 
multilateralization of the ASEAN+3 Chiang Mai Initiative and its newly 
established regional surveillance office? Should it be further efforts to 
strengthen cooperation in areas such as infrastructure, which previous 
studies—notably Infrastructure for a Seamless Asia (ADB/ADBI 2009)—
have suggested are ripe for development? Or should it be cooperation 
in enhancing security and fighting terrorism, which has long been the 
focus of the Shanghai Cooperation Organisation?6

6 The Shanghai Cooperation Organisation has now also introduced a far-reaching economic 
cooperation agenda.

Figure 1.2. Support for Different Modalities for Enhancing Asian Cooperation

Note: Values are based on responses from 1,000 opinion leaders in Asia and the Pacific to ADB’s 2010 perception survey. The question was: 
Indicate to what extent you agree (or disagree) with the appropriateness of the different modalities for enhancing institutions for regionalism in Asia 
and the Pacific.

Source: ADB (2010).
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Such questions are difficult to answer. There is no single way of 
quantifying the extent of cross-border interdependence and spillovers. 
There is no definitive measure of the similarity (or dissimilarity) of policy 
preferences across countries or of the willingness of governments to 
compromise their sovereignty over specific issues on instrumental or 
strategic grounds. 

Bringing together these geographical and functional perspectives 
leads to the question of whether different groupings are appropriate for 
different functional areas. One approach, known as “variable geometry” 
(or multitrack or multispeed), is for different countries to choose whether 
or not to participate in integration efforts in different issue areas. For 
example, one subgroup of countries may wish to push forward with 
economic integration, another subgroup with security cooperation, and 
only a few countries with both. Signs of de facto variable geometry in 
Asia include the fact that “cooperators” such as Singapore have been 
active in forging free trade agreements with bilateral partners while also 
participating in ASEAN and its free trade area.

Another approach, sometimes known as “concentric circles,” 
is for a hard core or inner circle of countries to proceed to a more 
extensive and heavily institutionalized form of regional integration, 
with implications for a wide variety of issue areas, in which other 
members do not participate, at least initially. The idea is to build a set of 
regional institutions to which the pioneers opt in, while other countries, 
more reluctant to cede sovereignty, opt out. The question then is, 
what rules and which countries decide who opts in and out? Are the 
incumbents entitled to prevent outsiders from opting in subsequently 
so as to prevent them from slowing the pace of institutionalization? 
Or are outsiders entitled to opt in if they satisfy a clearly specified set 
of preconditions so as to prevent the inner circle from becoming an 
exclusive club? 

ASEAN as a Driver for Regional Integration
In the Asian context, ASEAN is sometimes seen as the “vanguard 
institution” that is leading the way to more extensive and strongly 
institutionalized regional integration.7 ASEAN was the first grouping in 
the region to commit (in 1992) to the creation of a free trade area, 
to adopt a charter with legal obligations for members (2008), and to 
formulate a blueprint for creating the ASEAN Economic Community 

7 ADB (2006) and Lee (2008) both argue along these lines. See also Chapter 4.
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(AEC) by 2015. The AEC will entail a single market with a fully 
integrated production base and the free movement of not only goods 
and services but also investment and skilled labor, as well as the freer 
flow of capital.8 ASEAN members have agreed to augment the AEC 
with an ASEAN Political-Security Community and an ASEAN Socio-
Cultural Community. The ASEAN Charter also allows subgroups of 
ASEAN countries to push ahead with more ambitious agreements “if 
there is a consensus to do so” (Haggard 2009).

Unlike most Asian IRIs, ASEAN has delegated a modicum 
of authority to a standing secretariat. Its progress toward a more 
legalized model of organization, however, remains largely a matter 
of stated intent. When the AEC blueprint was launched, governments 
delegated to the ASEAN Secretariat increased responsibilities for 
initiating, advising on, coordinating, and implementing ASEAN 
activities. Members then adopted four sets of procedural rules issued 
through detailed, binding protocols requiring domestic ratification. 
These rules created a regional dispute settlement mechanism, a 
protocol requiring members to give prenotification of their intent to 
modify existing concessions, a protocol governing the modification of 
previous liberalization commitments, and a protocol that provides rules 
governing the exclusion of sensitive sectors from AFTA commitments 
(Khong and Nesdurai 2007).

When moving from the creation of AFTA in 1992 to an agreement in 
2003 to establish the AEC by 2015, ASEAN created a legal unit within its 
secretariat to give legal advice to member states and firms concerning 
legal disputes arising from the AEC, as well as an ASEAN compliance 
body to mediate disputes arising in this context. The charter signed 
at ASEAN’s November 2007 summit in Singapore established a rules-
based entity and called for the creation of enforceable rules for 
trade, finance, and environment, together with the establishment 
of a regional human rights body, and provided for the imposition of 
sanctions against members that fail to comply with the provisions of 
the charter. Time will tell whether the grouping will follow through on 
these commitments.9

More broadly, ASEAN is influential because of how it has succeeded 
in developing a sense of shared values and accepted procedures. It 
has promoted informal and nonbinding institutional models governed 

8 www.aseansec.org/18757.htm
9 Early signs are mixed: for example, no country has yet made use of the ASEAN dispute 

settlement mechanism.
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by consensus decision-making. This “ASEAN way” has been widely 
emulated by other regional and subregional institutions.

Finally, several larger regional institutions have grown out of 
ASEAN or developed by associating themselves with it. (In some cases, 
this is evident from their very names.) Wider cooperation among 
East Asian countries in response to the financial crisis of 1997/98 was 
organized by bringing together the members of ASEAN with the three 
largest East Asian economies: the PRC, Japan, and the Republic of 
Korea. The first meeting occurred at the initiative of ASEAN, which 
invited the “Plus Three” countries to the December 1997 meeting of 
ASEAN leaders. ASEAN+3 summits continue to be held in conjunction 
with the annual ASEAN summit. Meetings of the EAS (or ASEAN+6) 
take place immediately after the annual ASEAN leaders’ meeting. The 
ASEAN Regional Forum is chaired by the chair of the ASEAN Standing 
Committee.

Arguably, then, ASEAN plays a special role in the institutionalization 
of Asian integration. It serves as a catalyst for different interests by 
bringing together large and small powers in the region.10 And through 
its regular meetings and standing secretariat, it provides a platform 
for ongoing integration efforts. Whether it can continue to do so as 
the process of Asian integration broadens (and its center of gravity 
shifts away from East Asia) is an open question. ASEAN’s informal 
and consensus-based approach has the virtue of enabling members 
with diverse interests to remain nominally united. But this is also its 
greatest limitation, for it inhibits operational decisiveness and renders 
the strengthening of regional cooperation more difficult by giving de 
facto veto rights to those favoring the status quo.

Building from the Top Down 
The alternative to the bottom–up approach is proceeding from the 
top down, by building a pan-regional institution. Such an institution 
would lend coherence to the jumble of specialized functional and 
subregional agreements, fostering consistency across more specialized 
and localized institutions regarding their obligations and principles. 
It could set down general principles to govern all Asian IRIs. It could 
draw attention to externalities: to the fact that actions by members 
of an IRI also impact on nonmembers. It would provide a venue in 
which all Asian countries had a voice. It would be a natural forum for 

10 As this is sometimes put, the PRC does not want Japan to lead and Japan does not want 
the PRC to lead; hence ASEAN must lead by default.
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addressing issues such as climate change, people trafficking, natural 
disasters, and epidemics with pan-regional scope and consequences. 

A further rationale for the top–down approach is that the 
compartmentalization of economic, security, political, and other issues 
hampers efforts to cooperate in each of these issue areas. Cooperation 
may be easier to sustain when negotiations over several distinct issues 
are linked. With the entire set of issues on the table in a single forum, the 
scope for mutually beneficial agreements (cross-issue tradeoffs) will be 
enlarged. For example, countries that might resist agreements on political 
or security matters that are a priority for their neighbors might be willing 
to sign on in return for an agreement on economic matters which they 
deem important. The costs of failing to cooperate in any area would also 
be magnified insofar as this sours prospects for cooperating in other areas. 

Both political scientists and economists have suggested that the 
particular structure of economic and security interactions means that 
linking negotiations in the two areas is likely to increase the chances 
of a cooperative outcome. (See Chapter 3 for details.) Intuitively, the 
development of more extensive economic cooperation and integration 
(the rise of “Factory Asia”) has heightened the incentive to cooperate 
on security matters (since a security conflict within the region would 
lead to economic disruptions with greater costs).

Although foreign policy and national security concerns have 
influenced the pattern of Asian institution building, as described in 
more detail in Chapter 5, economic and security relations in Asia have 
been pursued on distinct institutional tracks, which seldom reinforce 
or interfere with one another. Even institutions that pursue both sets 
of issues, such as ASEAN, do so without explicitly linking economics 
and security. This suggests that the potential for synergies has not been 
fully exploited and an encompassing regional institution would be well 
positioned to do so. 

Implications 
Asia has reaped enormous benefits from the deepening of regional 
integration. The achievements of recent decades have resulted to a 
considerable extent from “spontaneous cooperation” growing out of 
individual country actions (notably the PRC’s unilateral opening) and 
global commitments (such as additional Asian countries’ accession to 
the WTO).11 Spontaneous though that cooperation may have been, it 

11 The phrase “spontaneous cooperation” is taken from Richard Baldwin’s background paper 
for this project (Baldwin 2009).
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has spurred much deeper and more intricate patterns of integration in 
the region, as documented in the Emerging Asian Regionalism study 
(ADB 2008b). 

An important task now is to cement existing achievements. The 
2008/09 crisis is a reminder of their fragility. Past gains may be placed 
at risk, as they were in 1997/98, as national governments grapple 
with newly pressing problems. Building stronger and more effective 
regional institutions is an important way of protecting what has been 
achieved. 

Moreover, insofar as the constructive response to the crisis is 
for Asian countries to push ahead with deeper integration, stronger 
regional institutions will be needed. It was possible to reduce 
and remove barriers at the border (tariffs and quotas) through 
unilateral action, one-off bilateral agreements, and global (WTO) 
commitments—that is, through spontaneous cooperation. Removing 
behind-the-border barriers and moving to deeper integration—
building a truly integrated Asian market not just in goods but also in 
labor and investment capital, broadening the process to include all of 
Asia, and ensuring the compatibility of regional integration with global 
integration—will require stronger institutional arrangements.

Importantly, what is in Asia’s interests will also benefit the rest 
of the world. Failure to solidify previous gains would have global 
consequences: disputes and ill-advised policy measures that disrupt 
trade and production in the region would threaten the vigor of the 
fastest-growing part of the world which is contributing most to the 
growth of global demand. The rebalancing of demand, achieved 
in part through the development of stronger regional institutions 
to ensure policy coordination, is essential for the reduction of the 
interregional trade and current account imbalances that can be held 
partly responsible for the current crisis. Stronger regional institutions 
will also contribute to effective global governance. They constitute a 
mechanism through which Asia can formulate and advance its views 
in global forums. More regional coherence achieved through the 
operation of stronger institutions means better representation of Asia 
in global institutions and hence more effective global governance.
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Chapter 2

Progress of Regionalism

A
 sia’s importance in the world economy is increasing faster 
 than ever. After bouncing back from the 1997/98 financial  
 crisis, Asia’s emerging economies have continued to grow  
 strongly amid the widespread slowdown generated by  
 the global crisis of 2008/09. They are thus outperforming 

the rest of the world even more than before. Developing economies 
across the region are closing the income gap with more advanced 
nations, although inequality within countries is worryingly on the rise. 
The People’s Republic of China (PRC) and India are leading the current 
phase of Asia’s economic development. However, these two countries 
have not—and could not have—achieved fast economic growth in 
isolation: they are part of a dynamic wider region that is continuing to 
integrate while building closer links to the global economy. 

Based on the findings of an earlier Asian Development Bank (ADB) 
study Emerging Asian Regionalism (EAR) (ADB 2008b), this chapter 
provides an update on the progress of regional economic integration 
in Asia and the Pacific, the extent to which countries have promoted 
integration through policy cooperation, and the regional landscape that 
is emerging from these developments. These findings will inform the 
discussion about institutions for regionalism in subsequent chapters 
and measure progress towards the study’s long-term vision of an Asian 
economic community.

Defining Asia can be difficult because concepts of the region 
differ and change for a variety of reasons. The geographical coverage 
of this study is defined by ADB’s regional membership, which includes 
48 countries that are part of the Asia and the Pacific region. The complete 
list of countries covered in this study is shown in Table 2.1. Countries are 
grouped into five subregions: Central Asia, South Asia, Northeast Asia, 
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Table 2.1. Country Classification of Asia and the Pacific by Subregion

ASIA AND ThE PACIFIC

Central Asia 

Ea
st

 A
si

a

Northeast Asia Pacific Islands

Armenia China, People’s Republic of Cook Islands 

Azerbaijan Hong Kong, China Federated States of Micronesia 

Georgia Japan Fiji Islands 

Kazakhstan Korea, Republic of Kiribati 

Kyrgyz Republic Mongolia Marshall Islands 

Tajikistan Taipei,China Nauru 

Turkmenistan Southeast Asia Palau 

Uzbekistan Brunei Darussalam Papua New Guinea 

South Asia Cambodia Samoa 

Afghanistan Indonesia Solomon Islands 

Bangladesh Lao People’s Democratic Republic Timor-Leste 

Bhutan Malaysia Tonga 

India Myanmar Tuvalu 

Maldives Philippines Vanuatu 

Nepal Singapore Oceania

Pakistan Thailand Australia

Sri Lanka Viet Nam New Zealand

Source: Asian Development Bank.
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Southeast Asia, and the Pacific, including Oceania.12 It is often helpful to 
consider Northeast Asia and Southeast Asia together as East Asia.

The region is home to more than half of the world’s population; the 
PRC and India, with a combined population of more than 2.5 billion, 
account for more than two-thirds of the regional total (Table 2.2). 
Whereas 30 years ago Asia and the Pacific generated less than a fifth 

12 The Democratic People’s Republic of Korea and Macao, China are not ADB members. Since 
they are not part of ADB’s database, they are not included in the analysis of integration trends 
and indicators. 

Table 2.2. Basic Economic Indicators by Region and Subregion

Population 
2009 

(million)

Gross Domestic Product (GDP) Per Capita GDP

$ billion 
(2009)

Average Growth Rate % 
(1980–2009)

$ 
(2009)

Average Growth Rate % 
(1981–2009)

Asia and the Pacific 3,854 15,812 4.3 4,103 2.3

 East Asia 2,135 12,883 4.2 6,034 2.6

  Northeast Asia 1,544 11,403 4.1 7,386 2.6

  Southeast Asia 591 1,480 5.3 2,503 3.3

 Central Asia 77 232 4.4 2,995 3.1

 South Asia 1,606 1,568 5.8 976 3.8

 Pacific 36 1,130 3.1 31,476 1.4

European Union 498 16,447 2.0 33,052 1.6

North America 449 16,468 2.7 36,708 1.5

World 6,734 57,925 3.2 8,602 1.1

Notes: The list of countries in each subregion is shown in Table 2.1. The European Union (EU) refers to the aggregate of the 27 EU member 
countries. North America includes Canada, Mexico, and the United States. The Pacific includes Pacific Islands and Oceania. Population, GDP, 
GDP growth, per capita GDP, and per capita growth values for the Cook Islands, Marshall Islands, Federated States of Micronesia, Nauru, Palau, 
and Tuvalu are as of end-2008. Regional GDP growth rates are derived using gross national income values weighted using the Atlas method. 
Per capita GDP growth rates are computed using GDP in 2000 US$ prices. 

Source: Key Indicators 2009, Asian Development Bank; World Economic Outlook Database (April 2010), International Monetary Fund; World 
Development Indicators (WDI) Database, World Bank. www.adb.org/Documents/Books/Key_Indicators/2009/default.asp; www.imf.org; www.
worldbank.org (accessed 12 July 2010).
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of the world’s gross domestic product (GDP) at market prices, it now 
accounts for more than a quarter. Measuring GDP at purchasing power 
parity, the region accounts for more than a third (34.3% in 2009) of the 
world economy (see Table A2.1 in the appendix to this chapter). 

Asia’s economy has grown much faster than those of other regions 
in recent years, but progress has been unequal among subregions and 
over time (Sally 2010). As documented in the EAR study, many East Asian 
economies have been “flying in sequence” (Akamatsu 1962; World Bank 
1993; Yamazawa 1990). Economies with limited technical and production 
capacity were able to grow their domestic industries by importing goods 
and technologies from the region’s more advanced economies. 

As emerging economies created their own industries, they 
succeeded in replacing imports with domestic production; and once 
their domestic firms became more internationally competitive, they 
became successful exporters too, as Box 2.1 explains in greater detail 
(ADB 2008b). While this model does not necessarily apply to Central 

Developing economies usually depend 
on imports of high-tech industrial goods 
from advanced economies. Led by Japan, 

however, East Asian emerging economies fostered 
industrial development by substituting imports, 
mastering product and process technologies 
to serve the domestic market, and eventually 
promoting exports of various industrial products. 
Their industrial structure shifted from labor-
intensive products such as textiles to more capital-
intensive ones such as steel, and later more 
technology-intensive industries such as electronics 
and machinery. Across East Asia, a series of 
countries emulated Japan’s model of industrial 
development: first the newly industrializing 
economies (Hong Kong, China; the Republic of 
Korea; Singapore; and Taipei,China); next the four 
largest Association of Southeast Asian Nations 
(ASEAN) economies (Indonesia, Malaysia, the 
Philippines, and Thailand); then the People’s 

Republic of China; and more recently the smaller 
ASEAN economies of Viet Nam, Cambodia, and the 
Lao People’s Democratic Republic.  

This industrial development pattern has had 
important implications for regional economic 
interdependence. In many cases, industrial 
products are assembled in one East Asian country 
from parts and components produced in others. 
When trade barriers are low, economic integration 
is thus the result of creating regional production 
networks in industries such as electronics and 
machinery, where final goods are assembled in 
(and exported from) economies with abundant 
low-cost labor, while parts and components are 
produced in (and imported from) economies 
with more sophisticated technologies and 
human capital. This production-based economic 
interdependence explains the rapid increase in 
intraregional and intra-industry trade in East Asia 
over the past 25 years.

Box 2.1. East Asia’s “Flying Geese”
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and South Asia or the Pacific, rapid economic growth has spread to 
South and Central Asia over the past decade, as Figure 2.1 shows. 

The EAR study also highlighted that countries in Asia and 
the Pacific have made impressive progress in regional economic 
integration and cooperation in recent decades (ADB 2008b). Their 
diversity, development pattern, and global integration have generated 
a unique Asian model of regionalism—dynamic, open, multitrack, 
and multispeed—which enhances prosperity not only in the region 
but also in the rest of the world. Asia’s open regionalism underscores 
the importance of strengthening trade, investment, and capital flows 
within the region while maintaining strong ties with and remaining 
open to the rest of the world. Economic indicators confirm that 
regional integration within Asia has proceeded in parallel with its 
global integration (Kharas, Aldaz-Carrol, and Rahardja 2008).

Several studies cite East Asia as a model of how economic growth 
and regional integration can create a virtuous circle, whereby rapid 
GDP growth fuels regional economic interdependence and closer 
regional integration facilitates faster growth and eventually poverty 

Figure 2.1. Average GDP Growth Rates of Selected Asian 
Economies and Subregions (%)

Notes: Asian newly industrializing economies (NIEs) include Hong Kong, China, the Republic of 
Korea, Singapore, and Taipei,China. ASEAN-5 comprises Indonesia, Malaysia, the Philippines, 
Thailand, and Viet Nam. For the list of countries included in South Asia and Central Asia, see 
Table 2.1.

Source: Penn World Tables. http://pwt.econ.upenn.edu/php_site/pwt63/pwt63_form.php 
(accessed 11 February 2010).
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reduction (Schiff and Winters 2003; Tarr and Grugel 2003; Rodrik 2007). 
As East Asia moves beyond the “flying geese” pattern of industrial 
development, regional economic integration is becoming an important 
engine of growth: the establishment of regional production networks 
and the expansion of trade ties are helping to foster a competitive 
business environment that promotes technological development, 
product and process innovation, and a rapid upgrading of labor skills 
across the region (Gill and Kharas 2007).13

The “fragmentation” of production—the scattering of parts of the 
production process across different countries—is a major contributor 
to regional (and global) economic integration because it stimulates 
foreign direct investment (FDI) and the intensification of trade in 
intermediate goods. The rapid expansion of manufacturing exports and 
an increase in the trade/GDP ratios of dynamic East Asian economies 
have, in turn, boosted GDP growth in recent decades (Athukorala 
2005). Intraregional trade in parts and components has also risen as the 
pattern of regional production has become more specialized. The PRC 
has become the main assembly plant for “Factory Asia,” and thereby a 
significant export destination for other East Asian economies as well as 
a base for exporting to the rest of the world (ADB 2007, 2008b).

Regional integration continues to be a key driver of economic 
growth for the newly industrializing economies (NIEs) and more 
advanced Association of Southeast Asian Nations (ASEAN) economies, 
which rely on the PRC and, increasingly, other lower-income East Asian 
countries for assembly operations. It is also now boosting growth in 
poorer ASEAN economies such as Viet Nam and Cambodia, whose 
export sectors rely on the import of intermediate goods from their 
neighbors for their viability. Moreover, as the recent global economic 
and financial crisis pushes East Asia towards a more balanced pattern 
of economic growth—where domestic demand becomes a more 
important driver alongside exports—Asian economies will become 
increasingly important markets for each other’s final products (ADB 
2009b). Regional integration will thus become an even more important 
element of growth and poverty reduction in Asia.

While Asia’s economic dynamism has lifted hundreds of millions 
of people out of poverty, the region is still home to around two-thirds 
of the world’s poor. Asia is a region of contrasts: vast in size as well as 

13 The region’s opinion leaders surveyed for this study perceive “faster and more dynamic 
economic growth” as the main advantage of strengthening intraregional economic 
relations. This echoes the findings of a similar survey conducted for the EAR study two 
years earlier (see Appendix 1 to this report).
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in the diversity of its members. The income gap between the richest  
and poorest countries—albeit rapidly declining—is greater than in 
the Americas, Africa, the Middle East, or Europe, and the range of 
political systems, religions, and cultures is also greater than elsewhere 
(Capannelli, Lee, and Petri 2009).

While Asia’s diversity poses daunting challenges for regional 
integration and cooperation, the prize offered by closer regionalism is 
great. By working together, countries in Asia and the Pacific can unlock 
their vast economic potential, achieve sustained, rapid growth, and 
increase the living standards of their citizens. Asian regionalism can help 
strengthen physical connectivity, expand trade and investment, enhance 
financial development, promote macroeconomic and financial stability, 
and improve health, environmental, and social conditions. It can do so 
through cooperation in four interrelated areas: regional and subregional 
programs on cross-border infrastructure; trade and investment; money 
and finance; and regional public goods, such as the prevention of 
communicable diseases, environmental protection, the management 
of natural calamities, and so on (ADB 2006).

But to what extent have Asian economies become more 
interdependent? Has regional policy cooperation been effective in 
facilitating economic integration? To answer these questions, this 
chapter updates the analysis conducted in the EAR study, expands its 
scope to cover the entire Asia and Pacific region, and discusses new 
issues that have emerged since the 2008/09 global crisis. 

The chapter is structured as follows. Sections 2.1–2.5 chart the extent 
of regional integration in trade and investment, money and finance, and 
labor markets; gauge macroeconomic interdependence; and examine 
regional infrastructure ties. The progress of regional cooperation— 
including the proliferation of free trade agreements, recent initiatives for 
macroeconomic and financial cooperation, and programs for delivering 
regional public goods—is discussed in Sections 2.6–2.8. Key findings 
and challenges are discussed in Section 2.9.

2.1. Production Networks and Trade 
Integration
Mainly driven by market forces, economic interdependence in Asia and 
the Pacific has increased rapidly in recent decades. Yet progress towards 
a fully integrated regional market has been uneven across sectors and 
subregions. Economic integration is concentrated in East Asia, where 
intricate regional production networks and supply chains have been 
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established in industries such as electronics and cars. With many 
parts and components required in the assembly process, trade in 
intermediate goods has helped link East Asian economies together. 
Investment in infrastructure has also improved competitiveness and 
connectivity, helping to attract FDI from multinational corporations. 
Integration in final goods remains moderate, however, because 
assembled goods are mostly exported to North America and Europe. 

Many studies have documented the positive effect of trade 
liberalization on economic growth (for instance, Sachs and Warner 
1995, and more recently Wacziarg and Welch 2008). Trade has become 
increasingly important to Asia’s economic growth in recent decades. 
Asia’s trade/GDP ratio more than doubled from 31% in 1980 to 62% in 
2008 (Table 2.3). The increase was particularly large in relatively small 

Table 2.3. Evolution of Trade/GDP Ratio by Subregion

1980 1990 2000 2008

Asia and the Pacific 31.0 30.4 40.8 62.0

 East Asia 32.9 31.9 42.3 66.4

  Northeast Asia 28.4 26.9 34.4 57.7

  Southeast Asia 65.6 87.7 132.2 128.4

 Central Asia 62.8 75.8

 South Asia 16.9 16.4 23.6 39.4

 Pacific 31.4 28.8 38.2 41.5

European Union 46.4 44.2 57.4 65.4

North America 19.9 18.5 25.7 29.4

World 31.9 30.2 40.4 53.5

Note: Figures refer to the ratio of total trade to gross domestic product (GDP) for the speci-
fied years. Values were derived by dividing total trade (exports plus imports) by nominal 
GDP (both in US$ billion). The Pacific includes Pacific Islands and Oceania. 

Source: Direction of Trade Statistics Online, International Monetary Fund; World Economic 
Outlook Database (October 2009), International Monetary Fund. http://www2.imfstatistics 
.org/DOT/; www.imf.org/external/pubs/ft/weo/2009/02/weodata/index.aspx (accessed 15 
January 2010).
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and open Southeast Asian economies; trade is much less important 
in South Asia. Overall, trade is now as important to Asia (especially 
East Asia) as it is to the European Union (EU), and accounts for a much 
bigger share of GDP in Asia than it does in North America.

One measure of a region’s trade interdependence is the share of 
trade within the region in its total trade, or intraregional trade share. 
Over the past 50 years Asia’s intraregional trade share has shot up, 
overtaking North America’s and closing the gap with the EU, as panel A 
in Figure 2.2 shows. Panel B highlights how some Asian subregions 
(notably Northeast and Southeast Asia) are far more integrated than 
others. Trade within East Asia has increased to more than half of its 
total trade in recent years.

Another indicator of a region’s trade interdependence is its 
intraregional trade intensity, which measures its bias for trading with 
regional partners. Whereas a region’s intraregional trade share tends to 
increase with its weight in world trade, its intraregional trade intensity 
does so only when trade within the region rises faster than trade with 
the rest of the world. Figure 2.3 illustrates that as Asia has become 
more integrated with the global economy and increased its global trade 
share, its intraregional trade intensity has declined sharply—although 

Figure 2.2. Evolution of Intraregional Trade Shares (%)

Note: Figures refer to total trade (exports plus imports). The intraregional trade share of region i is defined as IT sharei = (Xii + Mii) / (Xi. + Mi.); where: 
Xii = exports of region i to region i; Mii = imports of region i from region i; Xi. = total exports of region i; and Mi. = total imports of region i.

Source: ADB staff calculations using data from Direction of Trade Statistics Online, International Monetary Fund. http://www2.imfstatistics.org/DOT/ 
(accessed 15 January 2010).
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it has stabilized over the past two decades, mainly as a result of the 
creation of regional production networks and supply chains. 

A more detailed analysis of Asia’s trade interdependence 
suggests that this is largely based on trade in parts and components 
(intermediate goods). Whereas nearly 58% of Asia’s trade in parts and 
components was within the region in 2008, less than 45% of its trade in 
final goods was, as Table 2.4 shows. Looking at subregions, whereas 
56.3% of East Asia’s trade in parts and components was within the 
subregion, a mere 1.2% of Central Asia’s and 1.3% of South Asia’s was. 
And while nearly half (43.4%) of East Asia’s trade in final goods was 
within the region, only 2.9% of Central Asia’s and 2.8% of South Asia’s 
was. Box 2.2 explains the extent to which Asia is still dependent on the 
United States (US) and Europe as markets for its final-goods exports. 

Asia’s reputation as the world’s factory is directly related to its 
increasing share of global manufacturing exports, which rose from 
around 27% in 1992 to 34% in 2008. These exports are sourced from 
production networks—almost entirely in East Asia—based on supply 
chains that procure parts and components from a large number of 
firms located in different countries for final assembly in a separate 
location that serves as an export base. Neither Central nor South Asia 

Figure 2.3. Evolution of Intraregional Trade Intensities

Note: Figures refer to total trade (exports plus imports). The intraregional trade intensity of region i is defined as IT intensityi = [(Xii + Mii) / (Xi. + Mi.)] 
/ [(X.i + M.i) / (X.. + M...)]; where: Xii = exports of region i to region i; Mii = imports of region i from region i; Xi. = total exports of region i; Mi. = total 
imports of region i; X.i = total rest-of-the-world exports to region i; M.i = total rest-of-the-world imports from region i; X.. = total world exports; and M.. 
= total world imports.

Source: ADB staff calculations using data from Direction of Trade Statistics Online, International Monetary Fund. http://www2.imfstatistics.org/DOT/ 
(accessed 15 January 2010).
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is yet part of this trade and investment nexus: in 2008, only 1.3% of 
world manufacturing exports originated in South Asia, while the share 
coming from Central Asia was negligible (Table 2.5). In view of this 
fact, “Factory Asia” should be named “Factory East Asia.”

However, South Asia’s manufacturing trade is growing rapidly, 
more than tripling from $92 billion in 2000 to $322 billion in 2008; East 
Asia’s more than doubled from $2.2 trillion to $4.9 trillion over the same 
period. While East Asia’s share of world manufacturing trade rose from 
25% to 27% over this period, South Asia’s increased from 0.9% to 1.5%, 
as Table 2.5 shows. South Asia’s manufacturing imports from East Asia 
have grown much faster than its exports to that region, resulting in an 
expanding deficit—mostly due to India’s bilateral deficit with the PRC. 
South Asia’s trade in parts and components has also increased, notably 
its imports from East Asia. The PRC now accounts for more than 20% of 
India’s imports of parts and components, as panel B of Figure 2.4 shows.

Table 2.4. Intraregional Trade Shares: Parts and Components versus Final Goods (%)

Parts and Components Final Goods

Total 
Asia

East 
Asia

Northeast 
Asia

Southeast 
Asia

Central 
Asia

South 
Asia

Total 
Asia

East 
Asia

Northeast 
Asia

Southeast 
Asia

Central 
Asia

South 
Asia

2000 52.8 52.3 34.0 27.5 2.4 1.4 42.0 41.8 30.4 18.5 6.2 2.5

2001 54.5 54.0 36.6 26.8 2.2 2.5 42.0 41.8 31.3 18.0 4.9 3.3

2002 57.3 57.0 40.4 27.0 1.9 1.8 43.0 42.7 32.2 18.7 4.3 3.5

2003 59.9 59.4 43.4 28.3 2.8 1.8 44.1 43.7 33.0 20.9 4.1 4.1

2004 59.9 59.3 43.9 27.2 2.0 1.9 44.4 43.9 33.2 21.7 4.1 3.8

2005 60.7 60.2 45.3 27.0 1.7 1.6 43.7 43.3 32.2 22.4 3.3 3.4

2006 60.6 59.9 45.6 25.6 1.8 1.4 43.0 42.4 31.2 22.9 3.1 3.5

2007 57.7 56.6 44.6 25.1 1.7 1.2 45.7 44.9 32.3 23.6 3.9 3.7

2008 57.7 56.3 43.9 26.0 1.2 1.3 44.3 43.4 30.5 23.4 2.9 2.8

Note: Figures refer to exports plus imports. The list of product codes at five digits to identify parts and components is based on the updated 2009 
product lists (Athukorala 2009). The intraregional trade share of region i is defined as IT sharei = (Xii + Mii) / (Xi. + Mi.); where: Xii = exports of 
region i to region i; Mii = imports of region i from region i; Xi. = total exports of region i; and Mi. = total imports of region i. 

Source: ADB staff calculations using data from UN Comtrade Database. http://comtrade.un.org/db/default.aspx (accessed 19 January 2010).
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Figure 2.B1 provides evidence of where final 
demand for Asia’s exports comes from,  
for 14 Asian countries for which data are 

available. The methodology used to prepare 
this figure—based on the Global Trade Analysis 
Project—divides exports into final goods meant 
for consumption and intermediate goods, which 
are used for further production activities. The 
figures show that although only 54.5% of Asia’s 
exports were destined outside the region in 2007, 
final demand from non-Asian countries ultimately 

absorbed more than 70% of them because trade 
within the region was dominated by intermediate 
products.

This high trade dependence on final demand 
outside the region explains why the 2008/09 
global economic crisis caused Asian trade to 
slump. Collapsing demand in the United States 
and Europe hit Asian trade hard, prompting a 
renewed debate on the need for Asia to rebalance 
its growth model towards a greater reliance on 
domestic (and regional) demand.

Box 2.2. Sources of Demand for Asian Exports

Asia's total exports
100.0%

Inside Asia
45.5%

Outside Asia
54.5%
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Figure 2.B1. Final Demand for Asia’s Exports

EU = European Union, US = United States.

Note: Asia means the 14 countries for which data are available: Bangladesh; People’s Republic of China; Hong Kong, China; India; Indonesia; 
Japan; Republic of Korea; Malaysia; Pakistan; the Philippines; Singapore; Taipei,China; Thailand; and Viet Nam.

Source: ADB staff estimates from Global Trade Analysis Project (GTAP) version 7. Data refer to the world economy in 2007. www.gtap.agecon 
.purdue.edu/ (accessed 25 May 2009).

While trade between South and East Asia is rising, and India is 
increasingly reliant on the PRC for imports of manufacturing parts and 
components, India has not yet become part of “Factory Asia” because 
these imports are used mainly for domestic production that serves 
the internal market. Recent studies confirm that India is still not a part 
of regional production networks (Debroy 2009; McDonald, Robinson, 
and Thierfelder 2008), although this may change in coming years. Nor, 
indeed, is Central Asia, as Box 2.3 explains.
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Table 2.5. Asia’s Share of Global Manufacturing Trade (%)

Total Trade Exports

1992 2000 2008 1992 2000 2008

Total Asia 23.2 25.9 28.9 27.2 30.4 33.9

East Asia 22.3 24.9 27.2 26.3 29.4 32.5

 Northeast Asia 17.3 18.3 21.7 21.9 22.3 27.0

 Southeast Asia 5.1 6.6 5.5 4.4 7.1 5.6

South Asia 0.9 0.9 1.5 0.9 1.0 1.3

Central Asia n.a. 0.1 0.2 n.a. 0.0 0.1

n.a. = data not available. 

Note: The figures refer to Asian subregions’ percentage share of global manufacturing trade.  

Source: ADB staff calculations using data from UN Comtrade Database. http://comtrade.un.org/db/default.aspx (accessed 12 December 2009).

Figure 2.4. Manufacturing Trade Links between East and South Asia

PRC = People’s Republic of China.

Note: The list of product codes at five digits to identify parts and components is based on the 2009 revision of the list (Athukorala 2009). 

Source: UN Comtrade Database. http://comtrade.un.org/db/default.aspx (accessed 31 October 2009).
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Intraregional FDI flows and stocks provide additional measures 
of the extent to which production is regionally and globally integrated. 
However, FDI statistics are much less plentiful and reliable than trade 
data, limiting comparability over time and across regions.14 

14 National agencies such as boards of investment or authorities in charge of issuing licenses 
for manufacturing operations are usually reliable sources for FDI data, but such data 
are poorly available and classifications still largely differ across countries, despite some 
attempts at harmonization by ASEAN.

After the dissolution of the Soviet Union 
in 1991, the newly independent states 
of Central Asia cautiously opened their 

borders with the People’s Republic of China (PRC). 
Infrastructure links have gradually improved, 
starting with the first railway connection between 
Kazakhstan and the PRC in 1990. Several roads 
between the PRC and Kazakhstan, the Kyrgyz 
Republic, and Tajikistan have since been upgraded. 
Air connections now exist between Central Asian 
hubs and the PRC, India, the Republic of Korea, 
Malaysia, and Thailand.

Trade links between Central and East Asia are 
overwhelmingly with the PRC. The volume of trade 
is difficult to identify precisely, however, because 
trade statistics are inconsistent. For example, while 
the PRC reported exports to the Kyrgyz Republic of 
$9,213 million in 2008, Kyrgyz statistics indicated 
imports of only $728 million from the PRC for the 
same year (Mogilevsky 2009). Such discrepancies 
reflect the preponderance of unrecorded and illicit 
trade. Legal trade between Central Asia and the 
PRC consists primarily of exports of minerals and 
energy from Central Asia in return for imports of 
manufactured goods—mostly finished products—
from the PRC and other East Asian countries. The 
Kyrgyz Republic acts as an important entrepôt for 
this trade by operating huge bazaars in Bishkek and 

Osh where imported goods are sold to customers 
from various Central Asian countries, primarily 
Uzbekistan. While this intermediary function could 
be considered part of a network from producer to 
final consumer, the slim trade between Central and 
East Asia is not based on the kind of production 
networks that tie East Asia together.

Why does Central Asia not play a role 
in regional production networks? Formal 
trade barriers such as tariffs are fairly low in 
Central Asia, but trade costs tend to be high. For 
example, Central Asian countries rank very low 
in the World Bank’s Doing Business database in 
terms of the cost in money and time of exporting 
or importing a standard container, in part because 
of the region’s landlocked status.  

But the large inflows of Chinese consumer 
goods and entrepreneurial activity in Kyrgyz 
bazaars suggest that the physical and bureaucratic 
obstacles to trade are not insuperable. Physical 
connectivity has greatly improved in recent 
years (especially through the PRC’s Xinjiang 
Autonomous Region) and air-freight links could 
be established. The main obstacles to Central Asia 
becoming part of “Factory Asia” are inadequate 
institutions and the high cost of doing business, 
both of which impede the fragmentation of 
production into complex value chains.

Box 2.3. Central Asia’s Links with East Asia
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Studies generally show that the share of FDI in East Asian countries 
originating within the region has increased quite rapidly, owing to 
factors such as the availability of relatively inexpensive and qualified 
labor, good economic infrastructure, and extensive supply networks 
(Urata 2007; Kimura 2009). Nearly 70% of FDI in 15 East Asian countries 
(ASEAN+3 plus Hong Kong, China and Taipei,China) now comes from 
those countries, as Figure 2.5 shows; the intraregional share was 
almost as high as in the EU-15 in 2005. More detailed statistics suggest 
that roughly a third of intraregional FDI flows to these 15 East Asian 
countries come from Hong Kong, China and another third from Japan.

The ASEAN Secretariat has compiled more recent data on FDI 
inflows and outflows for ASEAN members. Only 15% of net inflows to 
ASEAN countries in 2006–2008 originated within ASEAN, and a further 
19% from other Asian countries, as Table 2.6 shows. The EU accounted 
for 23% and the US for 7%. Among ASEAN members, the Philippines 
was least inclined to receive FDI from other ASEAN members, while 
Cambodia, Thailand, Indonesia, and Malaysia were more closely 
integrated by this measure. These figures highlight that regional 
production integration through FDI is much higher across the wider 
East Asian region than within ASEAN.

Figure 2.5. Intraregional FDI Shares (inflows plus outflows)

Note: East Asia (15) means the 10 Association of Southeast Asian Nations members plus the 
People’s Republic of China; Hong Kong, China; Japan; the Republic of Korea; and Taipei,China. 
European Union (15) refers to its first 15 members.

Source: UN Conference on Trade and Development. www.unctad.org (accessed 2 October 2009).
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Table 2.6. Foreign Direct Investment Net Inflows 

Cumulative Net Inflows 
2006–2008 ($ million)

Share of Total 
(%)

Intra-ASEAN Extra-ASEAN Total Net Inflow Intra-ASEAN Extra-ASEAN

Brunei Darussalam 72.8 860.1 932.9 7.8 92.2

Cambodia 667.7 1,498.0 2,165.7 30.8 69.2

Indonesia 5,417.1 14,343.5 19,760.6 27.4 72.6

Lao PDR 158.6 580.0 738.6 21.5 78.5

Malaysia 5,878.5 15,913.5 21,792.0 27.0 73.0

Myanmar 164.5 978.1 1,142.6 14.4 85.6

Philippines 10.6 7,346.4 7,357.0 0.1 99.9

Singapore 2,774.1 79,259.1 82,033.2 3.4 96.6

Thailand 9,639.7 20,892.5 30,532.2 31.6 68.4

Viet Nam 3,001.6 14,187.4 17,189.0 17.5 82.5

Total 183,634.8 100.0 84.9

 Intra-ASEAN 27,785.2 15.1

 Extra-ASEAN 155,858.6 84.9

Other Asian countries 35,687.6 19.4

European Union 42,095.3 22.9

United States 12,776.6 6.9

Other 65,582.1 35.7

Lao PDR = Lao People’s Democratic Republic. 

Source: ASEAN Foreign Direct Investment Statistics Database. www.aseansec.org/18144.htm (accessed 15 February 2010).
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Analysis of the pattern of trade in services shows that intraregional 
trade shares are considerably lower than for manufacturing (25%–30% 
in recent years in East Asia, a surprisingly low 7% within Southeast 
Asia, 3% in Central Asia, and negligible in South Asia), with East Asia 
again much more integrated than other parts of Asia (Table 2.7). 

To recap, trade and FDI statistics show that production in East Asia 
is highly integrated, as evidenced by the high intraregional share of 
parts and components’ trade. East Asian countries are also moderately 
integrated in final goods and services. However, Central Asia, South 
Asia, and the Pacific Islands are poorly integrated in all categories 
of trade—intermediate goods, final goods, and services. As markets 
alone seem unable to correct these low trade intensities, regional 
initiatives may be needed to foster closer economic integration within 
these three subregions, as well as between them and East Asia. 

Table 2.7. Intraregional Trade Shares: Services Trade (as % of total trade)

Total Asia East Asia Northeast Asia Southeast Asia Central Asia South Asia

2000 22.3 23.4 24.8 5.8 n.a. n.a.

2001 26.7 28.3 24.9 6.4 n.a. n.a.

2002 27.1 28.8 25.8 6.6 n.a. n.a.

2003 27.1 28.9 25.4 7.4 n.a. n.a.

2004 27.5 29.6 25.5 7.4 1.7 n.a.

2005 26.7 29.3 25.7 7.1 1.3 n.a.

2006 26.2 28.5 25.0 6.9 2.2 0.2

2007 24.2 26.9 23.0 7.0 3.4 0.2

n.a. = data not available.

Note: For the definition of trade shares, see Figure 2.3. Total Asia includes reported and derived data for Central, East, and South Asia. East 
Asia includes Northeast and Southeast Asia. Northeast Asia is reported and derived data for the People’s Republic of China; Hong Kong, China; 
Japan; and the Republic of Korea. Southeast Asia is reported and derived data for Indonesia; Malaysia; the Philippines; Singapore; Thailand; 
and Viet Nam. South Asia includes reported and derived data for Bangladesh; India; Pakistan; and Sri Lanka. Central Asia includes reported and 
derived data for Kazakhstan; Kyrgyz Republic; and Tajikistan. Some values were derived using “mirror statistics,” where directional data from 
reporting countries were used to construct partner data.

Source: UN Service Trade Database. http://unstats.un.org/unsd/servicetrade/default.aspx (accessed 12 January 2010).
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2.2. Labor Mobility
The history of labor migration in Asia and the Pacific has been marked 
by colonization and decolonization processes, changes in political 
regimes, and disparities in economic growth. In the first half of the 
20th century, labor migration within the region was substantial; but 
in the second half of the century the onset of industrialization and 
rapid GDP growth in some Asian economies was accompanied by 
the introduction of strict limits on foreign workers in many countries. 
Today the extent of labor mobility varies considerably across Asia’s 
subregions: it remains low in all subregions except—technically—
Central Asia, where the dissolution of the Soviet Union created new 
national borders that turned internal migrants into international ones.

Around a third (56.5 million) of the world’s 175 million migrants 
in 2000 came from Asia and the Pacific. Over a third of those (almost 
21 million people) had moved within the region, as Table 2.8 shows, 

Table 2.8. World Migrant Stock in 2000 (thousand people)

From/To
Northeast 

Asia
Southeast 

Asia
Central 

Asia
South 
Asia

Pacific 
(including 
Oceania)

Asia 
and the 
Pacific

European 
Union

North 
America World

Northeast Asia 3,032 1,027 34 172 390 4,655 726 3,497 9,443

Southeast Asia 674 2,505 33 253 541 4,006 1,193 3,655 10,157

Central Asia 101 37 1,741 188 5 2,072 758 199 12,584

South Asia 222 432 73 10,256 222 11,205 1,914 1,999 23,906

Pacific (incl. Oceania) 25 45 5 28 660 763 292 243 1,426

Asia and the Pacific 4,033 4,026 1,883 10,878 1,382 22,202 4,608 9,461 56,550

European Union 70 279 320 373 2,179 3,221 11,422 6,862 27,794

North America 114 225 50 200 108 697 845 10,952 13,692

World 5,005 4,889 6,186 12,555 4,849 33,484 34,706 40,839 175,708

Note: The European Union refers to its current 27 members. North America includes Canada, Mexico, and the United States. 

Source: Global Migrant Origin Database (version 4), Development Research Centre. www.migrationdrc.org/index.html (accessed 25 February 2010). 
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while the rest now live in North America (17%), Europe (8%), and other 
regions (38%), especially the Middle East.15 Some 38% of the 29 million 
migrants in Asia and the Pacific originated from South Asia and a 
further 15% from Northeast Asia. Only 8 million non-Asian migrants live 
in the region. Overall, many more people have moved away from Asia 
to the rest of the world than have migrated in the opposite direction. 

Looking at migration as a share of population gives a better 
idea of its significance (Table 2.9). Emigrants from Central Asian 
countries were equivalent to 16.5% of their population in 2000, while 
immigrants were 8%. In contrast, outbound migrants were equivalent 
to only 1.7% of Southeast Asia’s population, 1.5% of South Asia’s, and 
0.6% of Northeast Asia’s. Emigration was much higher, at almost 9%, 
in the Pacific.16 Migrants within Central Asia account for 2.3% of the 
population, a share similar to that in the EU. Undoubtedly, official 
figures underestimate labor mobility in Asia as they fail to capture 
unreported or illegal migration. Seasonal labor, which is significant, 
is also poorly captured by official statistics on international migration.

Over the past decade Asian workers have increasingly been 
on the move. They have gone abroad in search of better economic 
conditions and opportunities, often within the region itself, attracted 
by fast economic growth (ADB 2008a). Recent studies suggest that at 
least until the 2008/09 crisis labor migration from Indonesia to Malaysia 
and the Philippines was growing fast, as was the number of workers 
from Myanmar in Thailand, India, Pakistan, and the Philippines; from 
the Republic of Korea in Japan and the PRC; and from the PRC in Hong 
Kong, China. Labor mobility within South Asia has also increased. 
Empirical studies suggest that most Central Asian migrants work in 
the Russian Federation, and to a lesser extent in Kazakhstan (ADB 
2008a; Hugo 2008; Hugo and Young 2009). However, the onset of the 
crisis in 2008 led to a sharp tightening of labor migration restrictions in 
many Asian countries and the departure (forced or willing) of many 
labor migrants who lost their jobs or were fired to make way for native 
workers (Legrain 2010).

Unfortunately, specific figures on intraregional labor mobility 
are not available, but data on remittances from foreign workers are 
a reasonable proxy. As Figure 2.6 shows, remittances to Asia and the 
Pacific have soared, while outward remittances have also risen sharply. 
While some of this increase is due to improvements in data collection, 

15 Importantly, the figures in Tables 2.8 and 2.9 refer not to labor migration but to total migration, 
which includes non-worker as well as worker migrants.

16 Emigration from many small Pacific islands is very high, but the regional average is lowered 
by Papua New Guinea, which is home to most of the population in the Pacific Islands but 
has little emigration.
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Table 2.9. Asia’s Migration Density

Total Population Share of Outbound and Inbound Migration by Region and Subregion (%)

Panel A: Outbound Migration 

From/to
Northeast 

Asia
Southeast 

Asia
Central 

Asia
South 
Asia

Pacific 
(including 
Oceania)

Asia  
and the 
Pacific

European 
Union

North 
America World

Northeast Asia 0.20 0.07 0.00 0.01 0.03 0.30 0.05 0.23 0.61

Southeast Asia 0.12 0.43 0.01 0.04 0.09 0.69 0.20 0.63 1.74

Central Asia 0.13 0.05 2.29 0.25 0.01 2.72 1.00 0.26 16.54

South Asia 0.01 0.03 0.00 0.65 0.01 0.71 0.12 0.13 1.51

Pacific 0.13  0.34 0.03 0.17 4.09 4.76 1.24 1.71 8.67

Asia and the Pacific 0.11 0.11 0.05 0.29 0.04 0.59 0.12 0.25 1.49

EU 0.01 0.06 0.06 0.08 0.44 0.65 2.30 1.38 5.60

NA 0.03 0.05 0.01 0.05 0.02 0.16 0.19 2.47 3.08

World 0.08 0.07 0.09 0.19 0.07 0.50 0.52 0.61 2.64

Panel B: Inbound Migration

From/to
Northeast 

Asia
Southeast 

Asia
Central 

Asia
South 
Asia

Pacific 
(including 
Oceania)

Asia  
and the 
Pacific

European 
Union

North 
America World

Northeast Asia 0.20 0.18 0.04 0.01 1.20 0.11 0.15 0.79 0.14

Southeast Asia 0.04 0.43 0.04 0.02 1.66 0.09 0.24 0.82 0.15

Central Asia 0.01 0.01 2.29 0.01 0.01 0.05 0.15 0.04 0.19

South Asia 0.01 0.07 0.10 0.65 0.68 0.29 0.39 0.45 0.36

Pacific 0.00 0.01 0.01 0.00 2.01 0.00 0.06 0.05 0.02

Asia and the Pacific 0.26 0.69 2.47 0.69 4.24 0.55 0.93 2.13 0.85

EU 0.00 0.05 0.42 0.02 6.72 0.03 2.30 1.55 0.42

NA 0.01 0.04 0.07 0.01 0.33 0.02 0.17 2.47 0.21

World 0.33 0.84 8.13 0.79 14.91 0.76 6.99 9.20 2.64

Note: Values show the share of migration population (outbound) over the regions’/subregions’ total population. Background data shown in 
Table 2.8.

Source: Global Migrant Origin Database (version 4), Development Research Centre and World Economic Outlook Database (October 2009). 
www.migrationdrc.org/index.html; www.imf.org/external/pubs/ft/weo/2009/02/weodata/index.aspx (accessed 12 February 2010).



Institutions for Regional Integration

42

the true level of remittances is likely to be much higher, as they are often 
sent through informal channels. Remittance flows are also affected by a 
variety of other factors, such as exchange rate moves and the pressure to 
send more money home in times of crisis. Anecdotal evidence suggests 
that the increase in remittances from South Asian workers initially 
came mainly from jobs on infrastructure projects in the Middle East. 
More recently, the NIEs, Malaysia, and Thailand have attracted growing 
numbers of Asian workers, especially from Southeast Asia—at least until 

Figure 2.6. Remittance Flows to and from Asia and the Pacific

GDP = gross domestic product, NE = northeast, SE = southeast.

Note: GDP shares are computed as total remittances for a region divided by total GDP of a region for countries with available data.

Source: World Bank staff estimates based on IMF Balance of Payments Statistics Yearbook 2009.
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the 2008/09 crisis (ADB 2008a; Sumulong and Zhai 2008; Hugo and Young 
2009). Japan is still reluctant to allow in foreign workers. As a share of 
GDP, remittances to South Asian countries were highest, while outflows 
from Southeast Asian countries were greatest (panel B of Figure 2.6).  

To recap, official figures suggest that labor mobility within Asia’s 
subregions is low, except within Central Asia where it is moderately 
high. While anecdotal evidence suggests that labor mobility within 
South Asia is growing as job opportunities increase, good comparative 
data are sorely lacking.

Other studies have used different proxies, such as tourism flows, 
to estimate intraregional labor mobility. These generally confirm that 
people-to-people exchanges have increased over the past decade, 
especially in Southeast Asia, and that tourism within Asia (as a share of 
Asians’ total tourist trips) is gradually approaching the levels in the EU 
and North America (Capannelli, Lee, and Petri 2009). Overall, trends 
suggest that labor mobility in Asia and the Pacific will continue to 
increase. This creates a further rationale for closer regional cooperation, 
especially considering the large potential gains from increased labor 
mobility (Rodrik 2002; Athukorala 2006; Legrain 2007; ADB 2008b).

2.3. Financial Integration
While the development of regional production networks is 
strengthening trade and investment integration across East Asia, 
financial integration remains low throughout the wider Asian 
region. Decades of bank-dominated financial intermediation and 
government-directed lending have left domestic financial systems 
underdeveloped. Unsurprisingly, Asian capital markets are still much 
more strongly integrated with financial centers in the US and Europe 
than with each other.  

The 1997/98 financial crisis exposed Asia’s overreliance on 
poorly regulated banking sectors and a lack of well-developed capital 
markets. East Asian authorities responded with collective initiatives to 
strengthen financial integration, with the aim of promoting efficient 
financial transactions across the region, diversifying sources of 
funding, and providing public goods such as financial stability and 
crisis prevention measures. While these initiatives are starting to show 
results, the region’s massive savings are still largely intermediated 
through financial centers outside the region and invested in low-
yielding foreign assets, reducing the efficiency of capital allocation. 
Asia’s lack of financial integration is also a constraint on financing the 
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region’s huge infrastructure needs and, to a lesser extent, its growing 
regional trade and investment links.17

To what extent are Asia’s financial markets integrated? Two broad 
measures of financial integration exist: price indicators and quantity-
based ones (Lee 2008). When assets can be traded freely across a 
region, prices for similar assets should become more similar (after 
adjusting for risks). In other words, greater financial integration should 
be accompanied by a closer co-movement of prices. This, in turn, leads 
to a higher share of financial assets being traded within the region and 
held by regional investors. 

Price convergence can be measured from yields on financial 
assets. Over the past decade the variation of cross-market yield 
spreads between long-term government bonds and US Treasuries 
has sharply declined, suggesting that financial integration in Asia has 
deepened (Figure 2.7). Yield spreads spiked again as the global credit 
crisis started in 2007, but have since declined somewhat. 

17 See Section 2.5 for a discussion on financing regional infrastructure projects and Section 2.8 
for a detailed analysis of regional financial cooperation.

Figure 2.7. Variation Coefficient of Cross-Market 10-Year Bond 
Yield Spread

ASEAN = Association of Southeast Asian Nations.

Note: The figure shows the variation coefficient of the cross-market long-term government 
bond yield spread over benchmark US Treasuries. Asia and the Pacific includes Australia; the 
People’s Republic of China; Hong Kong, China; India; Indonesia; Japan; the Republic of Korea; 
Malaysia; New Zealand; the Philippines; Singapore; Taipei,China; Thailand; and Viet Nam. 
East Asia includes the People’s Republic of China; Hong Kong, China; Indonesia; Japan; the 
Republic of Korea; Malaysia; the Philippines; Singapore; Taipei,China; Thailand; and Viet Nam. 
ASEAN includes Indonesia; Malaysia; the Philippines; Singapore; Thailand; and Viet Nam.

Source: ADB staff estimates using data from Bloomberg. www.bloomberg.com (accessed 
20 January 2010).
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Equity returns across the region have also converged somewhat 
(Figure 2.8), although they diverged again during the recent crisis. 
The crisis underscored the interconnectedness of, and spillovers 
between, global, regional, and national price movements. Asian equity 
markets have relatively high levels of foreign participation and remain 
vulnerable to sudden shifts in capital flows as well as developments in 
US markets. Correlations between Asian and US stock markets have 
increased over time, while those between individual Asian markets 
have increased even more (ADB 2009a).

Another price indicator of financial integration is the extent of 
co-movement of equity indexes, with +1 indicating a perfect positive 
correlation, 0 no correlation, and –1 a perfect negative correlation. A 
comparison of share price indexes’ bilateral correlations across Asian 
markets before and after the 1997/98 financial crisis and after the 
2008/09 crisis shows that they rose after both crises (Table 2.10). While 
this may reflect growing links among most Asian stock markets via US 
or European markets, rather than greater regional financial integration, 
bilateral correlations among Asian equity markets are generally higher 

Figure 2.8. Cross-Market Dispersions in Equity Returns (using the 
Hodrick-Prescott smoothing technique)

ASEAN = Association of Southeast Asian Nations.

Note: Asia and the Pacific includes Australia; the People’s Republic of China; Hong Kong, 
China; India; Indonesia; Japan; the Republic of Korea; Malaysia; New Zealand; the Philippines; 
Singapore; Taipei,China; Thailand; and Viet Nam. East Asia includes the People’s Republic of 
China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; the Philippines; 
Singapore; Taipei,China; Thailand; and Viet Nam. ASEAN includes Indonesia; Malaysia; the 
Philippines; Singapore; Thailand; and Viet Nam.

Source: ADB staff estimates using data from Bloomberg. www.bloomberg.com (accessed 
20 January 2010).
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Post-Asian Crisis Correlation Matrix (2000 Q1 to 2007 Q2)

PRC hKG INO IND KOR MAL PAK PhI SIN SRI ThA TAP JPN US

PRC 1 0.55 0.39 0.37 0.29 0.47 0.22 0.53 0.55 0.17 –0.07 0.35 0.46 0.57

hKG 0.55 1 0.77 0.83 0.74 0.83 0.65 0.88 0.95 0.61 0.46 0.79 0.89 0.92

INO 0.39 0.77 1 0.98 0.95 0.90 0.96 0.95 0.89 0.94 0.81 0.50 0.54 0.77

IND 0.37 0.83 0.98 1 0.96 0.89 0.95 0.95 0.91 0.92 0.78 0.57 0.64 0.80

KOR 0.29 0.74 0.95 0.96 1 0.88 0.94 0.91 0.87 0.91 0.79 0.57 0.59 0.74

MAL 0.47 0.83 0.90 0.89 0.88 1 0.81 0.92 0.93 0.80 0.71 0.74 0.66 0.80

PAK 0.22 0.65 0.96 0.95 0.94 0.81 1 0.87 0.79 0.97 0.87 0.38 0.43 0.66

PhI 0.53 0.88 0.95 0.95 0.91 0.92 0.87 1 0.97 0.84 0.68 0.63 0.69 0.88

SIN 0.55 0.95 0.89 0.91 0.87 0.93 0.79 0.97 1 0.76 0.59 0.73 0.80 0.92

continued on next page

Table 2.10. Correlation of Stock Price Indexes

Pre-Asian Crisis Correlation Matrix (1990 Q2 to 1996 Q4)

hKG INO IND KOR MAL PhI ThA TAP JPN JPN US

hKG 1 0.95 0.42 0.33 0.92 0.88 0.41 0.61 0.42 0.42 0.82

INO 0.95 1 0.54 0.47 0.95 0.93 0.57 0.62 0.41 0.41 0.76

IND 0.42 0.54 1 0.81 0.67 0.72 0.81 0.73 0.15 0.15 0.07

KOR 0.33 0.47 0.81 1 0.56 0.63 0.82 0.61 0.01 0.01 0.11

MAL 0.92 0.95 0.67 0.56 1 0.96 0.64 0.75 0.34 0.34 0.68

PhI 0.88 0.93 0.72 0.63 0.96 1 0.67 0.79 0.34 0.34 0.65

ThA 0.41 0.57 0.81 0.82 0.64 0.67 1 0.47 –0.07 –0.07 0.06

TAP 0.61 0.62 0.73 0.61 0.75 0.79 0.47 1 0.27 0.27 0.41

JPN 0.42 0.41 0.15 0.01 0.34 0.34 –0.07 0.27 1 1 0.37

US 0.82 0.76 0.07 0.11 0.68 0.65 0.06 0.41 0.37 0.37 1
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Post-Asian Crisis Correlation Matrix (2000 Q1 to 2007 Q2)

PRC hKG INO IND KOR MAL PAK PhI SIN SRI ThA TAP JPN US

SRI 0.17 0.61 0.94 0.92 0.91 0.80 0.97 0.84 0.76 1 0.87 0.34 0.36 0.61

ThA –0.07 0.46 0.81 0.78 0.79 0.71 0.87 0.68 0.59 0.87 1 0.34 0.23 0.50

TAP 0.35 0.79 0.50 0.57 0.57 0.74 0.38 0.63 0.73 0.34 0.34 1 0.85 0.70

JPN 0.46 0.89 0.54 0.64 0.59 0.66 0.43 0.69 0.80 0.36 0.23 0.85 1 0.79

US 0.57 0.92 0.77 0.80 0.74 0.80 0.66 0.88 0.92 0.61 0.50 0.70 0.79 1

Global Credit Crisis Correlation Matrix (2007 Q3 to September 2009)

PRC hKG INO IND KOR MAL PAK PhI SIN SRI ThA TAP JPN US

PRC 1 0.86 0.79 0.82 0.86 0.89 0.75 0.91 0.86 0.67 0.83 0.84 0.83 0.81

hKG 0.86 1 0.93 0.94 0.96 0.94 0.85 0.92 0.97 0.86 0.95 0.92 0.89 0.91

INO 0.79 0.93 1 0.96 0.91 0.95 0.77 0.87 0.90 0.91 0.93 0.88 0.78 0.80

IND 0.82 0.94 0.96 1 0.88 0.94 0.76 0.88 0.88 0.86 0.89 0.85 0.76 0.79

KOR 0.86 0.96 0.91 0.88 1 0.94 0.83 0.93 0.98 0.86 0.97 0.97 0.93 0.91

MAL 0.89 0.94 0.95 0.94 0.94 1 0.85 0.95 0.95 0.85 0.95 0.92 0.88 0.88

PAK 0.75 0.85 0.77 0.76 0.83 0.85 1 0.80 0.86 0.70 0.89 0.85 0.85 0.92

PhI 0.91 0.92 0.87 0.88 0.93 0.95 0.80 1 0.95 0.80 0.91 0.91 0.91 0.89

SIN 0.86 0.97 0.90 0.88 0.98 0.95 0.86 0.95 1 0.86 0.97 0.96 0.96 0.95

SRI 0.67 0.86 0.91 0.86 0.86 0.85 0.70 0.80 0.86 1 0.89 0.86 0.74 0.76

ThA 0.83 0.95 0.93 0.89 0.97 0.95 0.89 0.91 0.97 0.89 1 0.97 0.92 0.94

TAP 0.84 0.92 0.88 0.85 0.97 0.92 0.85 0.91 0.96 0.86 0.97 1 0.91 0.90

JPN 0.83 0.89 0.78 0.76 0.93 0.88 0.85 0.91 0.96 0.74 0.92 0.91 1 0.97

US 0.81 0.91 0.80 0.79 0.91 0.88 0.92 0.89 0.95 0.76 0.94 0.90 0.97 1

HKG = Hong Kong, China; IND = India; INO = Indonesia; JPN = Japan; KOR = Republic of Korea; MAL = Malaysia; PAK = Pakistan; PHI = 
Philippines; PRC = People’s Republic of China; SIN = Singapore; SRI = Sri Lanka; TAP = Taipei,China; THA = Thailand; US = United States.

Source: Bloomberg LP.

Table 2.10 continued
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than with US and EU markets. Indeed, 90% of correlations among Asian 
markets increased between the two periods, and all were positive 
in the postcrisis period, suggesting an increase in regional financial 
integration.

Quantity indicators also suggest that regional financial integration 
is increasing.18 Figure 2.9 details how cross-border portfolio holdings 
of assets and liabilities evolved between 2001 and 2008. Excluding 
Japan, the 12 Asian economies for which data are available held 
25% of their foreign assets within the region in 2008, up from 15% in 
2001. If Japan is included, the picture changes markedly. As Japan 
holds very few Asian assets (2% of its total foreign assets in 2008) and 
invests heavily in the US (32% in 2008), when Japan is included, Asian 
countries hold a mere 10% of cross-border assets within the region (up 
from 6% in 2001), while the share held in the US is almost three times 
as much (27% in 2008, down from 34% in 2001). Interestingly, both 
Asian holdings of US assets and US holdings of Asian ones declined 

18 The data, which are from a portfolio investment survey started by the International Monetary 
Fund in 2001, also shed some light on South and Central Asian countries where it is hard to 
find data on the prices of financial assets.

Figure 2.9. Cross-Border Portfolio Investment (% share, 2001 
and 2008)

RoW = rest of the world, US = United States.

Note: The People’s Republic of China and Taipei,China are not included on the asset side of 
the survey. 

Source: IMF Coordinated Portfolio Investment Survey (2001 and 2008), International Monetary 
Fund. www.imf.org/external/np/sta/pi/datarsl.htm (accessed 20 January 2010).
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in absolute terms between 2001 and 2008, and also as a share of GDP. 
Unfortunately, these figures for financial assets do not cover the PRC 
or Taipei,China, which do not participate in the assets side of the 
survey. However, the figures on liabilities confirm the trend of low but 
increasing financial integration suggested by the assets survey. Asian 
economies’ intraregional financial liabilities (including the PRC, Japan, 
and Taipei,China) increased from 10% of the total in 2001 to 16% in 
2008, with the US share declining from 37% to 33% of Asia’s total.

Detailed statistics from the International Monetary Fund (IMF) 
survey (not shown in Figure 2.9) suggest that while portfolio investment 
within Asian subregions has mostly increased since 2001, the share that 
Southeast Asian countries invest within the subregion has fallen. The 
survey also highlights the lack of financial integration within Central 
and South Asia, as well as between them and the rest of Asia. Both are 
more closely integrated with the US and other non-Asian countries. 

To conclude, both price and quantity indicators show that financial 
integration in Asia has generally risen in recent years but remains low. 
Asian financial markets are more integrated with global ones than with 
each other, especially when Japan is included. In part this is due to the 
underdevelopment of various national markets and a lack of institutions. 
Several studies suggest that the low level of cross-border investments 
is also due to wide disparities in income levels and policy variables 
(Eichengreen and Park 2003; Eichengreen and Luengnaruemitchai 
2004). To improve the integration of the region’s financial markets, 
financial cooperation among Asian countries needs strengthening.

2.4. Macroeconomic Convergence
As documented in the EAR and other studies, the 1997/98 Asian crisis 
led to increased macroeconomic interdependence among Asian 
economies—and the 2008/09 global crisis may do so too. Output 
correlation analysis shows that the co-movement of GDP across 
Asia has increased considerably and business cycles of the region’s 
economies have become more synchronized. Income gaps between 
Asian economies have also narrowed sharply: the gap between the 
richest and poorest countries, although still very high, has decreased 
much faster than in other regions of the world.

Increasing trade and (to a lesser extent) financial integration  
among Asian economies should make their reaction to macroeconomic 
shocks more similar. Also, because Asian economies remain largely 
dependent on exports of final goods to the US and Europe, a demand 
shock from either will tend to affect Asian economies in a similar way. 
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Business cycles across the region may thus become increasingly 
synchronized (ADB 2008b).

Figure 2.10 shows the results of an output correlation exercise 
conducted for India and 10 East Asian economies for which quarterly 
GDP figures are available, as well as for the EU and the US.19 The 
results, which are tailored to update a similar analysis conducted 
in the EAR study (ADB 2008b), indicate that the output correlation 
among Asian economies has increased considerably over the past 
decade. It was negative until the early 1990s, and has averaged 
0.5–0.75 since 1997. Although the sharp increase in the correlation 
since 1997 largely coincides with the 1997/98 crisis and its impact 
on the real economy, the average correlation both before and after 
the crisis rose considerably. In other words, Asian economies have 
become much more interdependent—indeed, their macroeconomic 
interdependence, measured by GDP correlation coefficients, is now 
comparable to that of the EU.20

Figure 2.10 (panel B) charts the extent of East Asia’s and India’s 
interdependence with the EU and the US. The results confirm the 
findings of the EAR study. In particular, East Asian countries tend to be 
highly interdependent with the US and Europe, their major economic 
partners, as well as with each other. In other words, there is no sign 
of a macroeconomic “decoupling” of Asia from the US and EU. The 
interdependence between East Asia and India has also risen and is 
now similar to that between East Asia and the EU and US, although 
caution is needed in reading too much into such statistical results.21

Another measure of macroeconomic interdependence is the 
degree of convergence of regional incomes. Whereas in 1990 the richest 
country in Asia and the Pacific had a GDP per capita 363 times greater 
than that of the poorest, the gap narrowed to a (still huge) 94 times 

19 Due to data limitations, the correlation analysis covered only 10 East Asian economies plus 
India and the first 15 EU members. Correlations are calculated using the natural logarithm 
of quarterly GDP data in local currencies and applying the Baxter-King method to derive the 
data cyclical component by filtering the data for short-term fluctuations and the long-term 
trend. A 12-quarter moving average is applied for the calculation, while the weights for 
individual economies are computed using nominal GDP values. Data are available from the 
first quarter of 1987 until the first quarter of 2009, but as the filter drops the last 12 quarters, 
results are shown until the end of 2007.

20 Other recent studies have also shown that in the past decade the degree of macroeconomic 
interdependence between East Asian economies and the US, as well as with the EU, 
has increased, suggesting that East Asian economies have increased their intraregional 
interdependence as well as their interdependence with the rest of the world (Capannelli, 
Lee, and Petri 2009).

21 Caution is needed in interpreting these results as standard measures of correlation tend to 
rise when volatility rises (Rigobon 1999). Using the Baxter-King filter helps reduce the effect 
of volatility. 
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Figure 2.10. Strengthening Macroeconomic Interdependence

Note: East Asia includes the People’s Republic of China; Hong Kong, China; Indonesia; Japan; Korea; Malaysia; the Philippines; Singapore; 
Taipei,China; and Thailand. European Union refers to its first 15 members (Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, 
Italy, the Netherlands, Portugal, Spain, Sweden, and the United Kingdom).

Source: ADB staff calculations. Data from Oxford Economics, March 2010, Forecasting and Analysis.
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in 2008, as Table 2.11 shows. The gap between the three richest and 
the three poorest more than halved from 190 times to 88 times over 
the same period. The gap is decreasing particularly fast in integrating 
subregions such as Northeast and Southeast Asia, while it has increased 
in South and Central Asia (albeit from a much lower level). 

While inequality in East Asia is narrowing as poorer economies grow 
rapidly, inequality within countries has increased as some people profit 
much more from rapid economic growth than others, as discussed in 
the EAR study (ADB 2008b). Such inequalities can be addressed, at least 
partially, through regional cooperation, as the EU’s experience shows.

Table 2.11. Income (GDP per Capita) Gaps

Ratio of highest:Lowest Ratio of 3 highest:3 Lowest

Regions 1990 1999 2008 1990 1999 2008

Asia and the Pacific 362.5 199.8 93.7 190.4 139.3 87.6

 East Asia 362.5 199.8 87.5 190.4 108.1 53.8

  Northeast Asia 72.6 78.2 19.5 5.8 6.4 4.0

  Southeast Asia 200.4 120.8 87.5 103.6 52.6 39.5

 Central Asia n.a. 6.5 11.0 n.a. 2.7 6.9

 South Asia 4.1 9.4 8.8 2.2 3.7 5.6

 Pacific 9.6 17.5 21.2 3.9 7.0 7.6

Across Asia’s subregions 8.2 10.1 7.3 2.3 3.1 2.6

Africa 74.4 105.1 108.3 45.4 59.3 73.2

Americas 224.0 59.6 60.0 74.7 32.9 34.5

Europe 53.9 152.9 66.8 24.7 58.3 28.5

Middle East 19.5 48.7 79.6 15.5 18.4 28.0

n.a. = not available. 

Note: East Asia includes Northeast Asia and Southeast Asia. Africa includes North Africa and sub-Saharan African countries. Americas 
include North, Central, and South American countries. Europe includes the 27 member countries of the European Union and countries 
from Eastern and Southeast Europe. Middle East includes Bahrain, Iran, Israel, Jordan, Kuwait, Oman, Qatar, Saudi Arabia, Syria, United 
Arab Emirates, and Yemen. 

Source: World Economic Outlook Database (October 2009), International Monetary Fund. www.imf.org (accessed 15 October 2009).
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2.5. Infrastructure and Connectivity
Developing regional infrastructure is important in order to foster 
economic integration, facilitate connectivity, and link Asia’s 
subregions. Regional connectivity has always been a major factor 
in economic, social, cultural, and political development; as the 
world economy becomes more globalized, it is also an increasingly 
important source of comparative advantage (Krugman 1991). Yet 
improvements in infrastructure have not kept pace with growing 
demand, creating a huge financing gap, especially in developing 
countries. 

Meeting Asia’s massive national and regional infrastructure needs 
requires huge investment—as much as $8 trillion between 2010 and 
2020, according to the Infrastructure for a Seamless Asia study (ADB/
ADBI 2009). However, the backlog of pending projects is large and 
growing throughout the region. The 2008/09 crisis, which reduced the 
availability of private investment, has exacerbated these concerns. 

The Global Competitiveness Report prepared annually for  
the World Economic Forum includes infrastructure development as 
one of the four basic requirements for countries to be competitive 
internationally.22 This suggests that Asia is lagging behind other more 
advanced regions, as business leaders surveyed for the report rated 
the quality of Asia’s infrastructure as well below the G7 average. 

While such findings are inevitably highly subjective, they suggest 
that in 2008 air transport in Asia was closest to G7 levels, while electricity 
supply lagged furthest behind. Among Asia’s subregions, Northeast 
Asia has the best infrastructure, while South Asia’s is rated lowest. Ports 
and railways are highly developed in Northeast Asia, while road links 
in South and Central Asia are particularly poor. Table 2.12 summarizes 
the results at the subregional level, while country details are shown in 
Table A2.2 in the Appendix to this chapter.

A closer assessment of Asia’s regional infrastructure can be 
attempted using World Bank data. Quantity measures (Figure 2.11, 
panels A1 and A2) indicate that South Asia is the subregion with the 
highest road and rail density, although this still lags well behind the EU. 
Adjusting for population size, Central Asia has the most extensive rail 
network. 

22 The others are institutions, macroeconomic stability, and health and primary education.
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Infrastructure quality can be assessed using the Logistics 
Performance Index (LPI), which aggregates indicators such as customs 
efficiency, the quality and ease of logistics services, and the quality of 
trade-related infrastructure. The results, shown in panels B1 and B2 of 
Figure 2.11, indicate that Northeast Asia ranks highest among Asia’s 
subregions and not far behind the EU, while the Pacific is lowest. The 
gap between Asia’s subregions and the EU is narrower in areas such 
as timeliness, but remains more pronounced in terms of the overall 
quality of transport and trade-related infrastructure.

As these figures confirm, boosting intraregional connectivity is 
not simply a matter of building physical infrastructure; it also requires  
high-quality connections, modern transport and logistics systems, 
efficient customs systems, and proper institutions to facilitate 
connectivity across Asian economies. Regional cooperation needs 
to focus on both hard (physical) and soft (institutional) aspects of 
regional infrastructure, and in particular on creating links between 
Asia’s subregions.

Kuroda, Kawai, and Nangia (2008) discuss the importance of 
infrastructure for promoting regional cooperation and integration in 
Asia. The authors argue that because the region—particularly East 
Asia—has become a dominant part of international and regional 
production networks and supply chains, its competitiveness needs 

Table 2.12. Infrastructure Quality Index: Share of G7 Average by 
Subregion in 2008 (%)

Overall 
Infrastructure 

Index

Infrastructure Type

Road Rail Port Air Electricity

Asia 67 65 67 72 79 64

 Northeast Asia 81 82 89 89 88 83

 Southeast Asia 74 74 59 80 88 73

 Central Asia 61 54 67 59 72 56

 South Asia 51 54 52 63 72 44

Note: Values are regional/subregional averages. Figures show the ratio between the index 
of individual countries/regions and that of the average for G7 countries.

Source: ADB staff calculations from data published in the World Economic Forum Global 
Competitiveness Report 2008–09 and 2009–10.
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Figure 2.11. Indicators of Intraregional Connectivity in Asia in 2009

Note: The Logistics Performance Index (LPI) is a composite index based on the following indicators: efficiency of customs clearance process; quality 
of trade- and transport-related infrastructure; ease of arranging international shipments; competence and quality of logistics services; ability to track 
and trace consignments; and timeliness of shipments. The LPI score ranges from 1 (worst) to 5 (best). The infrastructure score refers to the quality 
of trade- and transport-related infrastructure, including ports, railways, roads, and information technology. It ranges from 1 (worst) to 5 (best).

Source: ADB staff calculations using data from World Bank. http://siteresources.worldbank.org/INTTLF/Resources/LPI2010_for_web.pdf (accessed 
20 February 2009).
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to be reinforced through cooperation on developing cross-border 
infrastructure. The need to reduce transport and logistics costs, by 
connecting production clusters in different countries and linking 
these clusters with markets, will be a major challenge in the next few 
decades. 

The development of regional infrastructure has a direct impact on 
productivity and trade: creating and strengthening economic corridors 
generates considerable benefits for the regional economy, not least 
by reducing trade costs and attracting FDI. The Infrastructure for a 
Seamless Asia study discussed the role of regional infrastructure and 
its potential impact on the creation of regional production networks 
(ADB/ADBI 2009). 

Two programs for regional transport networks that have been 
promoted since the 1950s by the United Nations (UN) Economic 
and Social Commission for Asia and the Pacific (ESCAP)—the Asian 
Highway and the Trans-Asian Railway—provide a framework for 
planning and prioritizing connectivity in the region. The Asian Highway 
is a transport initiative, covering 142,000 kilometers of roads passing 
through 32 countries, that aims to develop and improve road transport 
infrastructure to promote trade and tourism and, in turn, Asia’s 
economic and social development. The Trans-Asian Railway network, 
comprising about 114,000 kilometers of railways in 28 countries, spans 
Asia, providing connections to Europe and offering links to major ports 
which provide sea access to landlocked countries, either directly or in 
combination with highways. Although significant progress has been 
made, major investment is required to complete and upgrade the 
two networks and enhance their hardware, as well as to implement 
related software components such as trade facilitation through cross-
border customs agreements.

Regional cooperation is also essential in the energy sector—to 
connect markets, address energy security concerns, and promote 
energy efficiency. While each country has distinct energy needs and 
resources, integrated regional planning would permit cost-effective 
and environmentally sustainable regional projects and lead to a 
wider energy market. While there are obstacles to regional energy 
integration—such as the technical incompatibility of transmission 
lines—recent projects include the export of natural gas from 
Indonesia to Singapore, and hydropower projects in the Lao People’s 
Democratic Republic (Lao PDR) that sell energy to Thailand. The 
potential for additional projects is large, especially in South Asia, 
where hydroelectric and natural gas resources are dispersed and a 
more integrated energy system could generate large savings. Securing 
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agreement on bankable projects and negotiating their implementation 
remain a challenge, however.23 

Asia’s infrastructure needs are so great that the public sector alone 
will struggle to fund them; private sector finance is also vital. However, 
the availability of private finance for infrastructure projects fluctuates 
widely. Private participation is important not only for project financing, 
but also to enhance the efficiency of infrastructure service provision. 
To promote such participation, which experts estimate could cover 
around 20% of total infrastructure investment, sector-level reforms 
are needed to create an enabling legal and regulatory environment 
(ADB/ADBI 2009). In addition, deeper and wider financial markets, 
both domestic and regional, are required to help fund bankable 
infrastructure projects. But since reforms and market developments 
take time, in the short run, regional infrastructure will likely have to 
be funded largely by the public sector, complemented by domestic 
savings where possible.

2.6. Free Trade Agreements
Countries in Asia and the Pacific have traditionally liberalized their trade 
unilaterally or through multilateral negotiations at the World Trade 
Organization (WTO) and its predecessor, the General Agreement on 
Tariffs and Trade (GATT). In general, they have lowered their barriers 
to trade and investment faster than countries in other regions. But over 
the past decade or so, with progress at the WTO stalled and the US 
and EU rushing to conclude preferential agreements around the world, 
Asian governments have negotiated a panoply of trade and investment 
agreements with countries inside and outside the region. 

The recent history of efforts to increase trade and investment 
cooperation in the region can be broadly divided into five phases.24 
The first phase, from 1960 to 1967, was mainly Japanese-led (Kojima 
1971), and at its core was a proposal for a Pacific Free Trade Area 
(PAFTA). PAFTA was to have five members: Australia, Canada, Japan, 
New Zealand, and the US. It was motivated by Japan’s growing 
recognition of the Pacific region’s importance for its economic 
growth, and was also a response to the creation of the European 

23 The study shows that in present value terms nearly $200 billion, or 19%, of total energy costs 
could be saved over the next two decades if the energy sector were integrated across the 
Greater Mekong Subregion and optimal use were made of its well-diversified resource base.

24 For a historical overview of economic cooperation in the region, see Petri (1993).
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Economic Community. But the relatively small number of countries 
in the proposed grouping and, more importantly, their general lack of 
enthusiasm for PAFTA proved insurmountable obstacles. In particular, 
opinion in the US did not favor such a potentially discriminatory free 
trade agreement (FTA) (Drysdale 1988).  

The second phase, between 1967 and 1977, saw a variety 
of proposals and initiatives. Indonesia, Malaysia, the Philippines, 
Singapore, and Thailand formed ASEAN in 1967. During this initial 
phase, ASEAN was mostly a consensus-based politico-security 
community and paid little attention to economic issues. Although 
ASEAN adopted a preferential trading arrangement (PTA) at its Bali 
summit in 1976, this had little impact on regional trade because of its 
narrow commodity coverage and half-hearted implementation (Ariff 
1994; Athukorala and Menon 1997). 

The Pacific Basin Economic Committee (PBEC) was also formed 
in 1967. The PBEC, which was much less institutionalized, was 
basically a private business-oriented organization that grew out of 
Australian–Japanese commercial cooperation. It was mainly a vehicle 
for creating personal and information networks in the region. While the 
theme of the first Pacific Trade and Development Conference was the 
future of PAFTA, support for it was soon abandoned in favor of a less 
institutionalized and more issue-specific problem-solving approach 
(Higgott, Cooper, and Bonnor 1991). This was formalized in a proposal 
for the creation of the Organization for Pacific Trade and Development 
(OPTAD), modeled on the Organisation for Economic Co-operation and 
Development (OECD), to provide a forum for regional discussion, airing 
grievances, and promoting understanding of economic transformation 
in the region (Drysdale and Patrick 1979). OPTAD was also expected 
to provide a forum to assist in the management of the increasingly 
complex US–Japan relationship (Drysdale 1988). Even though it was 
much less ambitious than PAFTA, OPTAD was never established.

The third phase, from 1978 to 1988, saw the formation of the 
Pacific Economic Cooperation Conference (PECC) in 1980. PECC drew 
on many of the ideas of OPTAD and proposed a tripartite institutional 
forum (with government, business, and academic components) 
for regional economic cooperation. It was also a loose institutional 
setting that functioned through informal consultative meetings and 
purpose-specific taskforces. Its major achievements were developing a 
“Pacific perspective” on trade and development issues and facilitating 
the exchange of information and networking on issues of regional 
economic significance. PECC, which has a secretariat in Singapore, 
brought in ASEAN countries as members, as well as the PRC and 



Progress of Regionalism

59

Taipei,China. The only regional FTA established during this period 
was the closer economic relations (CER) pact between Australia and 
New Zealand, which came into force on 1 January 1983. Unlike most 
FTAs, the CER automatically included all goods traded between the 
two countries unless specifically excluded, thus making it one of the 
most comprehensive trading agreements in the world.  

The fourth phase, from 1989 to 1999, saw the establishment in 
1989 of Asia-Pacific Economic Cooperation (APEC), the culmination of 
decades of effort to bring about regional economic cooperation in the 
Asia-Pacific region.25  In 1992 ASEAN leaders agreed, through the ASEAN 
Free Trade Area (AFTA), to establish an ASEAN free trade area by 2007. 
This deadline was subsequently brought forward to 2005. The main 
mechanism for realizing AFTA was the common effective preferential 
tariff (CEPT) scheme. The CEPT, which is basically sectoral, provided 
more comprehensive product coverage than previous attempts at 
liberalization that employed an item-by-item approach. 

The fifth, ongoing phase, which began around 1999, has witnessed 
a dramatic proliferation of FTAs in the region. Every country in Asia 
and the Pacific, except Mongolia and Timor-Leste, is now a member 
of at least one FTA. Figure 2.12 illustrates how the number of FTAs 
involving at least one country from the Asia-Pacific region has soared 
since 1990—and even more so after 2000—to reach 221 by the end of 
January 2010. Of those 221, 112 have already been concluded, another 
60 are under negotiation, and 49 more have been proposed. 

The proliferation of FTAs over the past decade has largely taken 
the form of bilateral trade agreements (BTAs), which numbered 
42 in 1999 and 195 in January 2010. More than half of these BTAs—
whether concluded, being negotiated, or proposed—involve a partner 
outside Asia and the Pacific. Such deals can scarcely be described as 
promoting regional cooperation. 

A breakdown of FTAs by country reveals that Singapore has 
concluded most (34), followed by India (33), and Pakistan (26), 
as Table 2.13 details. Most FTAs involving India or Pakistan have yet 
to be concluded, however. Of the FTAs that have been signed or 
implemented, Singapore tops the list with 20, followed by Japan, 
Thailand, and India with 11 each. 

East Asian countries have been very active in establishing links 
with countries outside the region. Among South Asian countries, 
India and Pakistan have actively pursued FTAs with countries outside 

25 APEC is discussed in greater detail in Chapter 4.
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the subregion, while smaller countries have been more inclined to 
establish links with their immediate neighbors. Pacific island countries 
have signed FTAs with each other and the US, but not with other 
countries in Asia (with the exception of the Maldives). Countries in 
Central Asia have been more interested in signing FTAs with each other, 
presumably in a bid to restore the more favorable trading conditions 
that existed prior to the collapse of the Soviet Union.

While FTAs involving Asian countries have proliferated, ASEAN 
has made considerable progress in signing agreements with all its 
major regional partners and is emerging as a hub for the creation of 
an Asia-wide FTA. After signing agreements with Japan, India, and the 
Republic of Korea, the two most recent additions to this growing list 

Figure 2.12. FTAs in Asia and the Pacific (as of January 2010)

FTA = free trade agreement.

Notes: 

Proposed: Parties are considering a free trade agreement, establishing joint study groups or joint taskforces, and conducting feasibility studies to 
determine the desirability of entering into an FTA. 

Under negotiation: Parties have begun negotiating the contents of a framework for future negotiations or begun negotiations without such a 
framework agreement. 

Concluded: Negotiations are completed and parties have signed an agreement and/or begun to implement provisions of an FTA (for example, tariff 
cuts have begun). 

Bilateral trade agreement: A preferential trading arrangement that involves only two parties.

Source: Asia Regional Integration Center website. www.aric.adb.org (accessed 15 February 2010).
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Table 2.13. FTAs in Asia and the Pacific by Country and Subregion

Free Trade 
Agreements in Asia 
and the Pacific  
(as of January 2010) Concluded

Under 
Negotiation Proposed Total

With 
Countries 
outside 

Asia 
and the 
Pacific

With 
Countries 

inside 
Asia 

and the 
Pacific

Of Which 
outside 

Own 
Subregion

Of Which 
inside Own 
Subregion

Total 112 60 49 221 133 88 54 34

Plurilateral 22 19 10 51 38 13 9 4

Bilateral 90 41 39 170 95 75 45 30

FTA by Country and Subregion

Northeast Asia 

People’s Republic of 
China

10 6 8 24 11 13 10 3

Hong Kong, China 1 1 0 2 0 2 1 1

Japan 11 5 4 20 6 14 12 2

Republic of Korea 7 9 8 24 11 13 10 3

Mongolia 0 0 0 0 0 0 0 0

Taipei,China 4 2 1 7 7 0 0 0

Southeast Asia

Brunei Darussalam 8 1 4 13 3 10 9 1

Cambodia 6 1 2 9 1 8 7 1

Indonesia 8 2 6 16 4 12 11 1

Lao PDR 8 1 2 11 1 10 8 2

Malaysia 10 6 3 19 5 14 13 1

Myanmar 6 2 2 10 1 9 8 1

Philippines 7 1 4 12 2 10 9 1

Singapore 20 9 5 34 18 16 15 1

Thailand 11 7 6 24 7 17 15 2

Viet Nam 7 2 2 11 2 9 8 1

continued on next page
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Free Trade 
Agreements in Asia 
and the Pacific  
(as of January 2010) Concluded

Under 
Negotiation Proposed Total

With 
Countries 
outside 

Asia 
and the 
Pacific

With 
Countries 

inside 
Asia 

and the 
Pacific

Of Which 
outside 

Own 
Subregion

Of Which 
inside Own 
Subregion

Central Asia

Armenia 9 0 0 9 4 5 0 5

Azerbaijan 9 0 0 9 5 4 0 4

Georgia 10 0 0 10 5 5 0 5

Kazakhstan 8 1 2 11 5 6 1 5

Kyrgyz Republic 9 0 1 10 6 4 0 4

Tajikistan 9 0 2 11 7 4 1 3

Turkmenistan 3 0 0 3 0 3 0 3

Uzbekistan 10 0 1 11 6 5 0 5

South Asia

Afghanistan 3 0 1 4 1 3 0 3

Bangladesh 3 3 0 6 2 4 2 2

Bhutan 2 1 0 3 0 3 1 2

India 11 10 12 33 15 18 13 5

Maldives 1 0 1 2 1 1 0 1

Nepal 2 1 1 4 0 4 1 3

Pakistan 8 8 10 26 12 14 9 5

Sri Lanka 5 1 2 8 2 6 3 3

Pacific Islands 

Cook Islands 2 1 1 4 4 0 0 0

Fiji Islands 3 1 1 5 4 1 1 0

Kiribati 2 1 1 4 4 0 0 0

Marshall Islands 2 1 1 4 4 0 0 0

Table 2.13 continued

continued on next page
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Table 2.13 continued

Free Trade 
Agreements in Asia 
and the Pacific  
(as of January 2010) Concluded

Under 
Negotiation Proposed Total

With 
Countries 
outside 

Asia 
and the 
Pacific

With 
Countries 

inside 
Asia 

and the 
Pacific

Of Which 
outside 

Own 
Subregion

Of Which 
inside Own 
Subregion

Federated States of 
Micronesia

2 1 1 4 4 0 0 0

Nauru 2 1 1 4 4 0 0 0

Palau 2 1 1 4 4 0 0 0

Papua New Guinea 4 1 1 6 4 2 1 1

Samoa 2 1 1 4 4 0 0 0

Solomon Islands 3 1 1 5 4 1 0 1

Timor-Leste 0 0 0 0 0 0 0 0

Tonga 2 1 1 4 4 0 0 0

Tuvalu 1 1 1 3 3 0 0 0

Vanuatu 3 1 1 5 4 1 1 0

Oceania

Australia 8 6 6 20 8 12 10 2

New Zealand 8 3 4 15 5 10 9 1

FTA = free trade agreement, Lao PDR = Lao People’s Democratic Republic.

Notes: 

Asia and the Pacific is Northeast Asia, Southeast Asia, Central Asia, South Asia, Pacific Islands, and Oceania.

The total avoids double-counting and does not correspond to the vertical sum of agreements by country/subregion and status. 

Proposed: Parties are considering a free trade agreement, establishing joint study groups or joint taskforces, and conducting feasibility studies to 
determine the desirability of entering into an FTA. 

Under negotiation: Parties have begun negotiating the contents of a framework for future negotiations or begun negotiations without such a 
framework agreement. 

Concluded: Negotiations are completed and parties have signed an agreement and/or begun to implement provisions of an FTA (for example, 
tariff cuts have begun). 

Plurilateral trade agreement: A preferential trading arrangement that involves more than two parties. 

Bilateral trade agreement: A preferential trading arrangement that involves only two parties.

Source: Asia Regional Integration Center website. www.aric.adb.org (accessed 15 February 2010).
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are the FTA with the PRC and the ASEAN, Australia, and New Zealand 
Free Trade Agreement (AANZFTA), both of which came into force on 
1 January 2010. The ASEAN-PRC FTA is the largest trade agreement in 
Asia in terms of population coverage, and the third largest in terms of 
trading volume, while the AANZFTA is described as the single most 
comprehensive economic agreement among its members. Another 
recently signed preferential agreement which is of great significance 
for boosting not only trade but also economic and political relations 
more generally is the Economic Cooperation Framework Agreement 
concluded on 29 June 2010 between the PRC and Taipei,China. 

With key ASEAN+1 agreements in place, and with emerging 
discussions on the creation of a “Plus Three” FTA among the PRC, 
Japan, and the Republic of Korea, Asia’s trade policy cooperation is 
focusing on three proposals: an East Asia free trade agreement among 
ASEAN+3 countries; a comprehensive economic partnership in East 
Asia involving all East Asia Summit members; and a free trade area of 
the Asia-Pacific designed for APEC members (Bergsten 2007).26

The creation of a tangled web of overlapping BTAs and PTAs has 
created a “spaghetti-bowl”—or “Asian noodle-bowl”—effect, whereby 
inconsistencies between agreements are potentially raising the costs 
of doing business as well as the welfare losses associated with trade 
diversion. These inconsistencies include different schedules for 
phasing out tariffs, different rules of origin, exclusion lists, conflicting 
standards, and differences in rules dealing with anti-dumping and other 
regulations and policies (Pangestu and Scollay 2001). This noodle-
bowl effect may explain why the private sector is not exploiting the 
full potential benefit associated with FTAs, as their value from a cost–
benefit perspective remains questionable, although recent studies find 
that the rate of FTA utilization in Asia is increasing (Chia 2010; Kawai 
and Wignaraja forthcoming).27

Both intuition and empirical research confirm that the wider 
and deeper FTAs are—that is, the closer they resemble a global, 
multilateral deal—the greater the benefits of trade creation will be and 
the smaller the costs of trade diversion (Kawai and Wignaraja 2008; 
Hill and Menon 2008). Their net impact depends on their design and 
implementation, which are shaped by the underlying motivation for 
pursuing them, as Box 2.4 explains.

26 This proposal builds on the Trans-Pacific Strategic Economic Partnership Agreement, which 
was signed by Brunei Darussalam, Chile, New Zealand, and Singapore in 2005, and which 
Australia, Peru, the United States, and Viet Nam are now considering joining.

27 The Japan External Trade Organization conducts an annual survey on Japanese firms’ 
international operations, which includes an assessment of the FTA utilization rate. The 
survey results suggest that the actual utilization rate is low, but increasing over time.  
www.jetro.go.jp/en/news/releases/20100318389-news



Progress of Regionalism

65

Why have free trade agreements (FTAs)—
especially bilateral trade agreements 
(BTAs)—become so popular in recent 

years? One important reason is Asian governments’ 
disenchantment with the pace of progress of trade 
and investment liberalization at the multilateral 
level, notably the deadlock in the World Trade 
Organization (WTO) Doha Round. This has been 
compounded by a kind of snowballing or domino 
effect (Baldwin 1996), with countries not wanting 
to be left behind in this apparent race. While these 
general factors motivate most (if not all) FTAs, at 
least one additional specific motivation is typically 
also involved (Menon 1997). 

Sector-driven. FTAs are motivated mainly 
by a desire to liberalize (or protect) one or a few 
key sectors. They are sector-expanding if they 
seek to liberalize sectors or areas previously 
ignored at the multilateral level. These are often 
described as “WTO-plus” or “new age” FTAs. 
The United States–Singapore BTA is one such 
example. FTAs can also be sector-excluding when 
they are designed to exclude sensitive sectors or 
issues, often agriculture and services. An example 
is the Japan–Singapore Economic Partnership 
Agreement. While Japan has long resisted joining 
plurilateral trade agreements (PTAs) because of 
its reluctance to liberalize its agricultural sector, 
the absence of a significant agricultural sector in 
the city-state of Singapore facilitated the signing 
of this BTA.

Market access. FTAs can either restore or 
create new markets. Market-restoring BTAs seek 
to restore trade links that existed prior to a trading 
partner joining an FTA. They often involve a 
traditional trade partner outside Asia with which 

trade links had been weakened after one or both of 
the parties had joined a relatively integrated FTA. 
They are designed to bypass, or at least reduce, 
discriminatory treatments. Market-creating FTAs 
usually involve countries seeking to strengthen 
their trade and investment relations. 

PTA-based BTAs are a third category of 
FTA. PTA-facilitating agreements are designed 
to hasten integration between a country seeking 
to join a PTA and a member of that PTA. One 
example is the India–Thailand BTA, which helps 
India to strengthen ties with the ASEAN Free Trade 
Area (AFTA). PTA-integrating agreements are BTAs 
between members of an existing PTA. Examples 
include the Lao People’s Democratic Republic–
Viet Nam BTA and the Singapore–Thailand BTA, 
where all countries are also members of AFTA. 

Since most sector-expanding FTAs pursue 
liberalization beyond that of the WTO, they have 
the potential to deliver the biggest net gains to the 
signatories. Market-access FTAs come second—
although if a deal is riddled with exclusions and 
ambiguities, this may undermine its benefits 
to the parties involved. The net effect of sector-
excluding FTAs can be negative, to the extent that 
they slow the liberalization of sensitive sectors.

Except perhaps for sector-expanding ones, 
almost every FTA is likely to produce second-
best results compared to unilateral or multilateral 
liberalization. Even if an FTA delivers net benefits 
to signatories, second-round effects such as 
retaliatory or other feedback effects need to be 
considered. If the proliferation of FTAs undermines 
efforts to conclude a multilateral deal—and, 
indeed, an Asia-wide FTA—their indirect costs 
may outweigh any country-level benefits.

Box 2.4. Factors Driving the Proliferation of Free Trade Agreements in Asia
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2.7. Macroeconomic and Financial 
Cooperation
The 1997/98 financial crisis spurred East Asian countries to enhance 
their macroeconomic and financial cooperation.28 Regional initiatives 
aim to ensure rapid and sustained economic growth by promoting 
macroeconomic stability, protecting against the recurrence of short-
term liquidity and currency crises, strengthening banking supervision 
and market regulation, and developing the region’s financial markets 
to help recycle regional savings into regional investments. Indirectly, 
these initiatives are expected to boost efforts to reduce poverty and 
improve income inequality across and within countries in the region. 

While national economic policies remain the main official vehicles 
for pursuing growth and stability, the need for regional macroeconomic 
and financial cooperation has increased as Asia’s economies have 
become more interdependent. As the region’s trade and financial links 
expand, internal and external shocks propagate faster through various 
transmission channels, creating a rationale for regional macroeconomic 
policy cooperation to contain the costs of negative shocks and maximize 
the benefits of positive ones (ADB 2008b).

Economic Review and Policy Dialogue
An important mechanism for macroeconomic policy cooperation 
established in May 2000 by ASEAN+329 finance ministers is the 
Economic Review and Policy Dialogue (ERPD).30 Part of the ASEAN+3 
Finance Ministers’ Process, the ERPD is an intergovernmental forum 
that aims to strengthen regional policy dialogue and collaboration 
on a broad range of issues, including economic policies, financial 
regulation, financial market infrastructure development, structural 
economic reforms, and economic and financial surveillance, including 
the development of a regional early warning system to assess and 
monitor financial vulnerabilities. In particular, the ERPD assesses 
global, regional, and national economic conditions; monitors regional 

28 More recently, South Asian countries have also started a dialogue on macroeconomic and 
financial cooperation, although the process is still in an embryonic form.

29 ASEAN+3 includes the 10 members of ASEAN (Brunei Darussalam, Cambodia, Lao People’s 
Democratic Republic, Malaysia, Myanmar, Indonesia, the Philippines, Singapore, Thailand, 
and Viet Nam), plus the People’s Republic of China, Japan, and the Republic of Korea.

30 Before the ERPD was introduced, the finance ministers of the 10 ASEAN members had 
already created their own surveillance process in 1998 to strengthen their policy dialogue 
in the monetary, fiscal, and financial fields. The ASEAN Surveillance Process is coordinated 
by a unit established within the ASEAN Secretariat.
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capital flows and currency markets; analyzes macroeconomic and 
financial risks; looks at how to strengthen banking and financial system 
conditions; and can give East Asia a unified voice in discussions on 
reforming the international financial system (ADB 2009a).

Cooperation through the ERPD is still mostly limited to 
information exchange. There is little or no discussion on the adoption 
of common regimes or binding policy coordination agreements. 
Sharing information among regional peers through dialogue and 
macroeconomic monitoring is a first and necessary step for policy 
cooperation: it helps improve each country’s understanding of 
macroeconomic and structural issues, economic and financial trends 
and challenges, and policy options. Deeper cooperation requires 
agreement on new regimes, such as adopting harmonized regional 
standards. Eventually, as the costs and benefits of cooperation become 
clearer, authorities may find merit in pooling their sovereignty through 
full policy coordination (Kawai and Takagi 2005).

Developing Asia’s Bond Markets
ASEAN+3 finance ministers have made some progress towards setting 
regional standards through the adoption of two major initiatives under 
the ERPD: the Asian Bond Markets Initiative (ABMI) and the Chiang 
Mai Initiative (CMI). The ABMI aims to help develop East Asia’s local-
currency bond markets and deploy the region’s huge savings for 
regional investments. The CMI seeks to shield East Asian economies 
from the recurrence of currency and liquidity crises such as the one 
that hit the region in 1997/98. The development of East Asia’s bond 
markets is also being fostered by the introduction of two Asian Bond 
Funds (ABFs) by the Executives’ Meeting of East Asia Pacific Central 
Banks (EMEAP), as Box 2.5 explains.

Developing local-currency bond markets is very important to 
increase the resilience of national financial systems to economic 
shocks. The impact of the 1997/98 crisis would have been less severe 
if the region’s companies had been able to tap well-developed local-
currency bond markets rather than borrowing in foreign currencies or 
relying on bank loans. Developing Asia’s local-currency bond markets 
has since become a policy priority. Along with domestic regulatory 
reforms, the ABMI and ABFs31 have boosted East Asia’s local-currency 

31 The launch of the ABFs may have inspired multilateral agencies to introduce similar funds 
in other emerging markets. For example, the World Bank launched the Global Emerging 
Markets Local Currency Bond Fund as part of its strategy to develop bond markets in 
developing countries by opening them up to foreign investors, thereby providing an 
additional source of local financing.
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In 2003 East Asian authorities launched two 
important policy initiatives—the Asian Bond 
Markets Initiative (ABMI) and the Asian Bond 

Funds (ABFs)—to foster the development of 
bond markets denominated in local currencies 
and channel the region’s vast savings to its growing 
investment needs more effectively.  

Asian Bond Markets Initiative 
• Supporting institution: Association of 

Southeast Asian Nations plus the People’s 
Republic of China, Japan, and the Republic of 
Korea (ASEAN+3) Finance Ministers’ Process 
under the Economic Review and Policy 
Dialogue (ERPD).

• Aim: Promoting domestic reforms to help 
expand the size of national and regional bond 
markets, attract regional and foreign investors, 
and strengthen bond markets’ infrastructure. 

• Implementation: In the first five years after 
the creation of the ABMI, specific working 
groups addressed the issues of establishing a 
credit guarantee mechanism, strengthening 
domestic credit-rating agencies, disseminating 
information on national and regional bond 
markets and policies, assessing the feasibility 
of a regional foreign exchange clearing and 
settlement system, and creating new securitized 
debt instruments. AsianBondsOnline was also 

created to provide a one-stop market data and 
information portal for institutional investors. 

Asian Bond Funds
• Supporting institution: Executives’ Meeting of 

East Asia Pacific Central Banks (EMEAP).
• Aim: Improving the attractiveness of the 

region’s bond markets. 
• Implementation: The first Asian Bond Fund 

(ABF1) pooled $1 billion of international 
reserves from EMEAP central banks and 
invested in US$-denominated sovereign 
and quasi-sovereign debt issued in eight 
economies (Hong Kong, China; Indonesia; 
the Republic of Korea; Malaysia; the 
People’s Republic of China; the Philippines; 
Singapore; and Thailand). The second Asian 
Bond Fund (ABF2) was started in 2005 with 
an investment of $2 billion in local-currency-
denominated sovereign and quasi-sovereign 
issues in the same eight EMEAP markets. 
A further $2 billion has been allocated to the 
Pan-Asian Bond Index Fund, which invests 
in local-currency sovereign and quasi-
sovereign bonds. The remainder has been 
allocated to eight individual market funds 
that invest in their respective local-currency 
bond markets, including sovereign and quasi-
sovereign issues.

Box 2.5. Regional Cooperation Initiatives to Develop East Asia’s Bond Markets

bond markets by aligning national policies with international best 
practices and facilitating a better understanding of how to overcome 
market impediments. As a result, capital markets in general now play 
a larger role in East Asian countries’ financial systems than a decade 
ago (ADB 2008b).32 

32 Recent data show that the bond market now accounts for around a third of financial 
intermediation in East Asian countries, up from a fifth in 1995. www.asianbondsonline 
.adb.org/
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In May 2008 ASEAN+3 finance ministers launched new efforts to 
develop deeper and more liquid local-currency debt markets by improving 
national regulatory frameworks, developing market infrastructure, and 
promoting the issuance of—and demand for—bonds denominated in 
local currencies. Other moves included the establishment of a group 
of experts from the public and private sectors to look at the possibility 
of creating a regional settlement intermediary to enhance cross-border 
settlement infrastructure, introducing measures to harmonize cross-
border regulations and strengthen domestic credit rating mechanisms, 
and creating a credit guarantee mechanism for local-currency bonds.

Credit Guarantee and Investment Facility 
The establishment of the Credit Guarantee and Investment Facility (CGIF) 
is an important outcome of the ABMI that has been gradually developed 
since 2005 through policy dialogue, close coordination, and collaboration 
between ASEAN+3 and ADB. At their annual meeting in May 2009 in Bali, 
ASEAN+3 finance ministers endorsed the creation of a credit guarantee 
and investment mechanism as a trust fund of ADB. The establishment 
of the CGIF trust fund was approved by ADB’s Board of Directors in 
April 2010, with an initial capital of $700 million. ADB will contribute 
$130 million, Japan and the PRC $200 million each, the Republic of Korea 
$100 million, and the 10 ASEAN countries $7 million each.

The CGIF will seek to promote the development of Asian bond 
markets by providing guarantees for investors that make it easier for 
firms to issue local-currency bonds with longer maturities. Longer 
term, it is expected to promote the harmonization of standards 
and practices for bond issuance and help channel Asia’s savings to 
finance long-term investment in local currencies, notably in regional 
infrastructure and other key areas. This, in turn, will promote regional 
financial market integration, make Asia less vulnerable to external 
shocks, and boost economic growth.

Emerging East Asia accounts for almost 7% of the local-currency 
bonds outstanding globally, up from only 2% at the end of 1996 (ADB 
2009a). At the end of 2009 the PRC accounted for around 4% of the 
global total, a bigger share than the United Kingdom (UK) and one that 
compares favorably with other European markets such as Germany 
and France. Outstanding local-currency bonds in East Asia (excluding 
Japan) had a total value of $4.4 trillion (ADB 2010), and have more than 
trebled since the ABMI’s launch in 2003 (Figure 2.13).33

33 Including Japan, the total size of the East Asian local-currency bond market was about 
$14 trillion in 2009.
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Non-Japan East Asia’s local-currency bond markets are dominated 
by the PRC and the Republic of Korea, which together account for 
more than 80% of total bonds outstanding. Government bonds account 
for 70% of the total. Except in the Republic of Korea, the domestic 
market for government bonds is larger than that for corporate ones. 
In 2009, however, corporate bond markets grew faster, largely due to 
the rapid growth of the PRC market, while the Philippines, Viet Nam, 
Indonesia, Thailand, and Malaysia also registered substantial progress. 
Central bank issuance—which in 2009 reached $2 trillion, or 60% of 
government bond issuance—dominates bond markets, largely due to 
the active management of capital flows.

The development of local-currency bond markets in East Asia 
remains uneven, however. The larger economies tend to have bigger 
bond markets (as well as well-capitalized banking systems). Some 
countries’ bond markets remain undercapitalized, as measured by 
the ratio of total bonds to GDP. East Asian governments’ tendency 

Figure 2.13. Evolution of East Asian Bond Markets (excluding Japan)

Source: AsianBondsOnline. www.asianbondsonline.adb.org (accessed 22 February 2010).
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to run fiscal surpluses before the 2008/09 crisis—while laudable 
from a macroeconomic perspective—has not been conducive 
to developing markets for government bonds (Eichengreen and 
Luengnaruemitchai 2004).34

Corporate bond markets have grown rapidly in the past two 
years. But with the notable exception of the Republic of Korea, they 
remain tiny throughout Asia for a number of reasons, including poor 
disclosure and accounting standards; a preference for investing in 
equity markets; weak market infrastructure and related legal systems; 
the large role played by commercial banks in corporate financing; and 
a widespread perception that yields are low, as most corporate bond 
issuers are either entities that are government-owned or government-
supported, or private sector blue-chip companies (ADB 2009a). 
The absence of well-developed, diverse corporate bond markets 
constrains investors, generating a demand for regional initiatives in 
this area. 

While much still needs to be done, the region’s local-currency bond 
markets have come a long way since the 1997/98 crisis. This success 
gives East Asian governments an incentive to address remaining market 
impediments, including the need to reform tax structures, harmonize 
rules, overcome regulatory obstacles, strengthen infrastructure, and 
tighten legal frameworks. Most East Asian economies—notably the 
four Asian economies hardest hit by the 1997/98 crisis (Indonesia, the 
Republic of Korea, the Philippines, and Thailand)—have reduced their 
currency mismatches over the past decade. As a result, these were 
much less of a problem during the 2008/09 crisis (Goldstein and Xie 
2009). The region’s local-currency bond markets generally showed 
great resilience during the 2008/09 crisis: they played a key role in 
financing fiscal deficits and funding domestic companies at a time 
when liquidity had evaporated from global markets. As Figure 2.14 
shows, in 2008 issuance of local currency debt was steady in the main 
Southeast Asian markets even as primary issuance in global markets 
plummeted.35 

While improved policies and increased issuance have boosted 
primary bond markets, liquidity in secondary markets remains a 
concern. A recent survey of investors by AsianBondsOnline found that 
participants in both government and corporate bond markets agreed 

34 Eichengreen, Hausmann, and Panizza (2003) also provide evidence that small size is the 
most robust determinant of “original sin”—the inability of emerging markets to borrow 
abroad in their own currencies.

35 Issuance dipped, in particular, in Northeast Asian emerging economies.
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that increasing the diversity of the investor base and improving tax 
treatment were critical to improving liquidity in local-currency bond 
markets (ADB 2009a).36 

Although the 2008/09 crisis highlighted the interconnectedness of 
global and regional markets, Asia’s banks were relatively unaffected. 
Even so, the crisis exposed many regulatory failures and undermined 
public confidence in global institutions’ ability to manage credit, 
market, and liquidity risks. Authorities in the region have responded 
by considering the creation of an Asia financial stability dialogue (ADB 
2008b) that would bring together officials from finance ministries, 
central bank authorities, and other supervisory and regulatory 
agencies to address the region’s financial market vulnerabilities and 
regulations and engage in a dialogue with the private sector. After the 
crisis abated and capital flowed back to Asia to take advantage of its 
strong growth and higher asset returns, the region’s authorities are 
facing the daunting challenge of how best to manage capital flows and 
reform financial regulation. 

Collectively, Asian countries now have a stronger voice in the newly 
established Financial Stability Board (which replaced the Financial 

36 Another survey of ASEAN+3 countries’ bond markets identified major obstacles to 
cross-border transactions as currency exchange restrictions; a lack of uniform rating 
requirements; cash repatriation restrictions; withholding taxes; and investor registration 
processes (ADB 2009a).

Figure 2.14. Government and Corporate Bond Issuance  
in Southeast Asia

Source: AsianBondsOnline. www.asianbondsonline.adb.org (accessed 22 February 2010).
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Stability Forum) as part of the discussions under the Group of Twenty 
(G20), which has been used as a major global forum to deal with the 
2008/09 crisis. By acting together, Asian economies could have a big 
influence on the G20 agenda. Capitalizing on its experience from the 
1997/98 crisis, Asia has an opportunity to contribute to the development 
of common regional and global rules that limit risky activities and 
improve cross-border financial regulation. To articulate the region’s 
voice in global forums more effectively, Asia needs to strengthen its 
institutional framework for regional economic cooperation—as it has 
done by multilateralizing the CMI.

The Chiang Mai Initiative and Its 
Multilateralization
In the aftermath of the 1997/98 crisis, the CMI was launched by 
ASEAN+3 finance ministers on the sidelines of ADB’s annual meeting 
in Chiang Mai, Thailand, in May 2000. The CMI was designed to 
address short-term liquidity problems and supplement existing 
international financial arrangements in the event of an emergency. 
It initially involved an expanded ASEAN Swap Arrangement (ASA)37 
covering all ASEAN members, together with a network of bilateral 
swap agreements (BSAs) and repurchase facilities among ASEAN+3 
countries. The CMI also provides an institutional mechanism to pursue 
further negotiations, rather than simply a final agreement on swap 
arrangements.

ASEAN+3 finance ministers’ meetings in 2008 and 2009 
transformed the BSAs. Ministers decided to expedite the CMI 
Multilateralization (CMIM), and agreed that this should take the form 
of a collectively managed reserve-pooling arrangement governed by 
a single contract, thereby reducing costly and wasteful duplication. 
ASEAN would contribute 20% of the reserve pool, with Japan and the 
PRC (including Hong Kong, China) each contributing 32% and the 
Republic of Korea 16%. Finance ministers also agreed to expand 
the pool of foreign currency reserves. The fund has grown from 
$36.5 billion in 2001 to $84 billion in 2008 and $120 billion in May 2009. 

37 Central banks and monetary authorities of the original five ASEAN members (Indonesia, 
Malaysia, the Philippines, Singapore, and Thailand) agreed to establish reciprocal currency 
or swap arrangements in August 1977. The ASA was created primarily to provide liquidity 
support for those experiencing balance-of-payments difficulties. The duration, coverage, 
and amount of the ASA have expanded markedly since its inception. Originally intended 
to be in place for only a year, the arrangement has been extended incrementally. The CMI 
expanded the ASA to all 10 ASEAN members.
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The CMIM was signed by member countries in December 2009 and 
became effective in March 2010.38

The maximum amount that each country can borrow from the 
CMIM fund is based on its contribution multiplied by a borrowing 
multiplier which favors smaller economies. For example, the borrowing 
quota of Brunei Darussalam, Cambodia, Lao PDR, Myanmar, and 
Viet Nam is five times their contributions, while Hong Kong, China; 
Indonesia; Malaysia; Singapore; and Thailand can borrow 2.5 times 
their contributions. The Republic of Korea’s borrowing multiplier is 
1.0; for Japan and the PRC (not including Hong Kong, China), it is 0.5 
(Table 2.14). Other details about voting rights, decision-making rules, 
and operational aspects such as the activation of short-term liquidity 
in the event of a sovereign financial emergency were also included in 
the official statement released at the 2009 Bali meeting.39 

The 2009 Bali agreement is a particularly important step for the 
institutionalization of Asia’s financial cooperation because ASEAN+3 
countries were able not only to decide their relative weights in financial 
contributions and introduce a bias in favor of smaller economies, but 
also to agree to adopt a flexible decision-making structure to bolster 
the fund’s effectiveness and prevent any of the Plus Three countries 
individually, or ASEAN as a group, holding veto power. ASEAN+3 finance 
ministers agreed that only decisions on fundamental issues (such as 
reviews of membership, size, borrowing multipliers, terms of lending, 
and IMF conditionality ratios) require consensus, while lending issues 
can be decided through a simple majority but in a weighted voting 
system (linked to contributions), similar to that of the IMF. 

At their April 2010 meeting, ASEAN+3 finance ministers agreed 
to establish by early 2011 an independent regional surveillance unit 
to monitor macroeconomic and financial conditions, detect emerging 
vulnerabilities, and support CMIM decision-making. They also agreed 

38 To be sure, the formal endorsement of the CMIM is the result of a three-year process that 
begun with the creation of a taskforce to study the new mechanism. It was at ADB’s 2007 
annual meeting in Kyoto that ASEAN+3 finance ministers agreed in principle to establish 
a single pool of reserves to replace some 15 bilateral currency swap agreements among 
central banks of the Plus Three countries and those of the five largest ASEAN economies. 
The five ASEAN members that have signed BSAs under the CMI are Indonesia, Malaysia, 
the Philippines, Singapore, and Thailand. While Brunei Darussalam, Cambodia, Lao PDR, 
Myanmar, and Viet Nam did not sign any BSAs with the PRC, Japan, or the Republic of 
Korea, they are part of the ASA, which was established in 1977 with an initial $100 million 
facility. The ASA was activated by Indonesia in 1979, Malaysia and Thailand in 1980, and the 
Philippines in 1981.

39 For the full text, see www.asean.org/22536.htm
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Table 2.14. CMIM Contributions, Borrowing Multipliers, and Voting Power 

Members

Financial 
Contributions

Borrowing 
Arrangements Voting Power

$ billion
%  

Share Multiplier
Quota  

($ billion)

No. of 
Basic 
Votes

No. of Votes 
Based on 

Contributions

Total 
No. of 
Votes

%  
Share

People’s Republic of China 38.40 32.00 40.00 28.41

 People’s Republic of China 34.20 28.50 0.50 17.10 1.60 34.20 35.80 25.43

 Hong Kong, China 4.20 3.50 2.50 10.50 0.00 4.20 4.20 2.98

Japan 38.40 32.00 0.50 19.20 1.60 38.40 40.00 28.41

Republic of Korea 19.20 16.00 1.00 19.20 1.60 19.20 20.80 14.77

Plus Three Countries 96.00 80.00   4.80 96.00 100.80 71.59

Brunei Darussalam 0.03 0.03 5.00 0.20 1.60 0.03 1.63 1.16

Cambodia 0.12 0.10 5.00 0.60 1.60 0.12 1.72 1.22

Indonesia 4.55 3.79 2.50 11.36 1.60 4.55 6.15 4.37

Lao PDR 0.03 0.03 5.00 0.20 1.60 0.03 1.63 1.16

Malaysia 4.55 3.79 2.50 11.36 1.60 4.55 6.15 4.37

Myanmar 0.06 0.05 5.00 0.30 1.60 0.06 1.66 1.18

Philippines 4.55 3.79 2.50 11.36 1.60 4.55 6.15 4.37

Singapore 4.55 3.79 2.50 11.36 1.60 4.55 6.15 4.37

Thailand 4.55 3.79 2.50 11.36 1.60 4.55 6.15 4.37

Viet Nam 1.00 0.83 5.00 5.00 1.60 1.00 2.60 1.85

ASEAN 24.00 20.00   16.00 24.00 40.00 28.41

ASEAN+3 120.00 100.00   20.80 120.00 140.80 100.00

ASEAN = Association of Southeast Asian Nations, CMIM = Chiang Mai Initiative Multilateralization, Lao PDR = Lao People’s Democratic Republic.

Source: ASEAN Secretariat. www.asean.org/22536.htm (accessed 12 June 2010).
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that this new institution, the ASEAN+3 Macroeconomic Research 
Office (AMRO), is to be located in Singapore.40

In a multilateralized setting, monitoring and surveillance need to 
be enhanced to cover national policies as well as regional and global 
issues that can affect external stability. To assess borrowing countries’ 
capacity to meet lenders’ repayment conditions, the institutional 
capacity to exercise due diligence is also needed. If government 
policies need adjusting, unconditional financing could create moral 
hazard for both potential borrowers and international investors, 
even when it does not harm prospects for timely repayment. Only 
through surveillance can a lending program identify the appropriate 
combination of financing and adjustment. The AMRO will allow the 
CMIM to rely more on its own assessments when making lending 
decisions—about both the amount and any conditionality—reducing 
moral hazard and mitigating concerns that problems leading to 
balance-of-payments difficulties may require structural adjustments. 

However, the AMRO is not meant to replace the IMF, but to enhance 
economic monitoring, supplementing the IMF, especially given its 
new short-term liquidity facility, which enables certain countries to 
borrow without conditions. Under the CMIM, a country can draw up 
to 20% of its quota for up to six months without being subject to IMF 
conditionality, while any amount over this limit would need to be tied 
to an IMF program. 

Institutionally, the CMIM agreement sets a workable precedent for 
addressing other priority areas for regional cooperation. For example, 
enhanced intergovernmental dialogue has spurred further cooperation 
in trade, investment, and—importantly—financial supervision and  
regulation. The new institutional model could also be used for 
speeding up financial market development, for instance setting up a 
fund to invest in developing regional bond markets, and thus better 
use of the region’s huge savings to help finance its massive investment 
requirements. 

The CMIM governance structure could also be a model for tackling 
regional public goods such as the environment, security, disaster 
preparedness, and disease prevention. It deepens the dialogue 
process, allows for a collegial approach to problem resolution, and acts 
as the foundation for building viable regional institutions. Despite the 
huge economic diversity among members, their political differences, 

40 Until AMRO becomes fully operational, ASEAN+3 finance ministers have asked ADB and the 
ASEAN Secretariat to work out an interim arrangement based on the existing surveillance 
process under the ERPD.
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and their dependency on external economic links, the agreement on 
the CMIM cements a commitment of ASEAN+3 countries to regional 
cooperation.

The CMIM’s impact on the region will depend on how its 
membership evolves. Once pressing operational issues are resolved, 
it could expand to include all East Asia Summit (EAS) members—that 
is, add India, Australia, and New Zealand—or indeed other countries 
in the region too. The CMIM could also eventually add new crisis 
prevention functions.

The CMIM’s success depends on boosting its current size. In 
the event of a regional crisis in which a clutch of countries needs 
emergency financial support, $120 billion is unlikely to be sufficient. 
During the 1997/98 crisis, Asian countries required between $40 billion 
and $60 billion in liquidity support; yet, as shown in Table 2.14, the 
largest ASEAN economies (Indonesia, Malaysia, the Philippines, 
Singapore, and Thailand) can individually access less than $12 billion 
from CMIM funds.41 ASEAN+3 countries could easily increase the fund 
size by tapping their international reserves: the CMIM amounts to less 
than 3% of the near $4.2 trillion in international reserves that ASEAN+3 
countries had accumulated by the end of 2009 (Figure 2.15). 

While capital flows to ASEAN+3 countries are growing rapidly 
again, after an initial decline when the global financial crisis struck in 
2008/09, they remain highly volatile (Somchai and Sussangkarn 2009; 
Plummer 2010). During the crisis, the Republic of Korea and Singapore 
opted to request bilateral lines from the US Federal Reserve instead 
of mobilizing CMI funds, perhaps because the funds available were 
not enough to cover their liquidity needs during the credit squeeze of 
late 2008 (Soesastro 2008). 

To facilitate an increase in the CMIM fund, member countries may 
have to move away from self-insurance in the form of foreign reserves, 
and start shifting funds towards this regional support facility. Whether 
the CMIM eventually develops into a regional fund for monetary 
cooperation that can fully cater for emergency liquidity needs will 
depend on a number of factors, including how the CMIM’s membership 
and size evolve, as well as how effectively the AMRO performs regional 
surveillance.

To conclude, Asian economic authorities have various options to 
strengthen macroeconomic and financial cooperation and promote 

41 Compared with the total amount of IMF quotas, which at the end of February 2010 
amounted to some $71 billion for ASEAN+3 countries, CMIM contributions do not seem 
small, although this amount was only 25% of total IMF contributions ($333 billion).
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further institutional development in the region. The ERPD process 
could be enhanced, for example through strong peer review, and 
the AMRO could gradually evolve towards a broader regional fund. 
Whatever shape it takes, Asia—especially East Asia—seems headed 
towards closer and more institutionalized macroeconomic and 
financial cooperation.

2.8. Regional Public Goods 
While economic cooperation in Asia and the Pacific has focused 
on trade, investment, finance, and monetary initiatives, regional 
authorities have also initiated dialogue and programs aimed at 
facilitating the collective provision of regional public goods (RPGs) 

Figure 2.15. Foreign Exchange Reserves of ASEAN+3 Countries

ASEAN = Association of Southeast Asian Nations, PRC = People’s Republic of China.

Note: Data for ASEAN from 2007 on exclude Myanmar; Viet Nam data are as of August 2009.

Source: IMF International Financial Statistics.
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in areas such as the environment, health, communicable diseases, 
security, and education. Cooperation in delivering RPGs is gaining 
momentum because issues such as environmental protection 
and controlling pandemics are assuming strategic importance for 
governments, which increasingly realize that such public goods can 
be provided more efficiently at a regional level rather than wholly at a 
national or global level.42

The potential benefits of regional cooperation for the provision of 
public goods are huge. A survey of the region’s opinion leaders in 2008 
for the EAR study found that while cooperation in this area was lagging, 
it was expected to bring the largest benefits. The survey results also 
suggested that in order to provide and manage RPGs, Asian countries 
should begin a regional dialogue and create specific institutions that 
help to sustain these types of initiatives (Capannelli 2010).43 The survey 
of the region’s opinion leaders conducted for this study produced 
similar results (see Appendix 1).

Regional public goods can be split into two groups: those that 
involve pan-regional externalities and are therefore best addressed at 
a region-wide level; and those with a more limited geographical scope, 
which are nonetheless important and require proper coordination 
among interested parties to avoid unnecessary and costly duplication. 
In the first case, countries can reap economies of scale and internalize 
positive spillovers as more of them cooperate; in the second, countries 
can gain from specialization in functional areas through proper 
coordination. To be sure, it is not always easy to identify the exact 
geographical scope of RPGs and thus which group should provide 
them (Tanzi 2005). In some cases, they may be best provided by a 
subset of countries within a region; in others, global cooperation may 
be more effective. Box 2.6 outlines selected initiatives that help provide 
RPGs in Asia.

42 A clear rationale for cooperating to provide RPGs emerges when the effectiveness of 
policy initiatives and programs increases as ties with neighboring countries or members of 
regional groupings are strengthened (Sandler 2005). Public goods have two fundamental 
characteristics: it is not possible to exclude anyone from using them (non-excludability), 
and consumption of the good by one individual does not diminish the amount available for 
others (non-rivalry). In general they are unlikely to be supplied by market mechanisms, since 
potential suppliers are deterred by the knowledge that they will not be able to reap the full 
benefit of their efforts. Intervention is therefore needed to ensure adequate provision.

43 More than 40% of respondents to the 2008 perception survey (600 opinion leaders from 
South, Northeast, and Southeast Asia) found that regional cooperation among Asian 
countries in the provision of RPGs was still very weak, especially in South and Northeast 
Asia. More than 80% of respondents thought that the advantages of strengthening 
intergovernmental initiatives to provide RPGs were very high, while 73% suggested that 
Asian countries needed to create regional institutions for providing RPGs.
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In recent years, countries in Asia and the Pacific 
have launched several initiatives to provide 
regional public goods (RPGs), and some have 

already proven quite successful. 
For example, the Coral Triangle Initiative, 

which seeks to protect coastal and maritime 
resources, and the Clean Air Initiative for Asian 
Cities have both established secretariats to help 
deliver their activities. The Heart of Borneo 
Initiative has recently launched various programs 
to protect the region’s biodiversity by engaging 
with local communities and nongovernment 
organizations. Another successful example is 
the Central Asian Countries Initiative for Land 
Management, which focuses on the restoration, 
maintenance, and enhancement of land 
resources in order to improve the economic and 
social conditions of the local population in an  
eco-friendly manner.

Coral Triangle Initiative 
• Members: Indonesia, Malaysia, Papua New 

Guinea, Philippines, Solomon Islands, and 
Timor-Leste.

• Starting date: 2007.
• Objective: Protecting and addressing threats 

to critical coastal and marine resources, 
especially coral. 

• Implementation: Activities are coordinated 
through a regional action plan, and 
implemented through national plans. A 
secretariat is being established in Indonesia.

• Support: National governments and regional 
development institutions.

Clean Air Initiative for Asian Cities 
• Members: Afghanistan, Bangladesh, Bhutan, 

Cambodia, India, Indonesia, Japan, Republic 
of Korea, Malaysia, Mongolia, Nepal, Pakistan, 
People’s Republic of China, Philippines, 
Singapore, Sri Lanka, Thailand, and Viet Nam.

• Starting date: 2001.
• Objective: Improving management of air 

quality in Asian cities. In particular, sharing 
knowledge and experience on air-quality 
management; enhancing the capacity of 
Asian cities to manage air quality; improving 
regional policy and regulatory frameworks 

Box 2.6. Selected Initiatives to Provide Regional Public Goods in Asia

Examples of regional cooperation initiatives to internalize pan-
Asian spillovers include the following.

• Environment. Asia’s rapid economic growth has placed a 
great strain on the environment in urban and industrial areas 
and beyond, not to mention contributing to global issues 
such as deforestation, climate change, and rising sea levels. 
Major areas of concern being addressed through initiatives 
for regional cooperation include air and water pollution, land 
degradation, biodiversity loss, coastal management, aquatic 
resource depletion, and competition over river resources. 
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• Disaster risk management. Regional calamities such as the 
2004 Indian Ocean tsunami and the 2005 Pakistan earthquake 
highlighted the cross-border impact of natural disasters and 
the need for regional cooperation to establish early warning 
systems and proper mechanisms for coordinating the response 
across the region and from outside donors.

• Prevention and management of communicable diseases. 
The emergence and rapid spread of communicable diseases 
such as HIV/AIDS, severe acute respiratory syndrome (SARS), 
and avian influenza are a negative consequence of greater 

and their implementation; promoting the 
implementation of integrated air-quality 
management strategies and regulations; 
and encouraging innovation through pilot 
projects.

• Implementation: Creation of the Clean 
Air Initiative for Asian Cities Center in 
the Philippines as a nonstock, nonprofit 
corporation which coordinates with local 
networks. 

• Support: Asian Development Bank and other 
development institutions.

Heart of Borneo Initiative
• Members: Brunei Darussalam, Indonesia, 

and Malaysia. 
• Starting date: 2006.
• Objective: Ensuring effective management, 

development, and conservation of natural 
resources and biodiversity in the Heart of 
Borneo, the central highland of the island 
which covers approximately 20,000 km2 of 
equatorial rainforests and supports some 6% 
of the world’s total biodiversity. 

• Implementation: Member countries follow 
strategic and operational plans supporting a 
roadmap under the five-year action plan of 
the Brunei Darussalam-Indonesia-Malaysia-
Philippines East ASEAN Growth Area.

• Support: National governments and regional 
development and environmental institutions.

Central Asian Countries Initiative  
for Land Management 

• Members: Kazakhstan, Kyrgyz Republic, 
Tajikistan, Turkmenistan, and Uzbekistan.

• Starting date: 2001.
• Objective: Restoration, maintenance, and 

enhancement of the productive functions of 
the land, leading to improved economic and 
social well-being of the people who depend 
on these resources while preserving the 
ecological functions of the land. 

• Implementation: Multi-country framework 
structured on a 10-year program of 
activities in each country based on national 
programming frameworks and activities.

• Support: International donor community. 
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integration and increased cross-border mobility. Preventing and 
managing health problems of this nature require broad regional 
frameworks and coordination among all regional members.

• Energy. Regional cooperation is important to help overcome 
Asia’s excessive reliance on fossil-based energy, diversify to 
other energy sources such as crude oil, gas, and hydropower, 
and mitigate the impact of the uneven distribution of such 
resources across countries. Regional cooperation to provide 
RPGs is also important for other reasons, notably ensuring 
energy security, identifying collective solutions to energy 
constraints, and promoting energy trade. Eventually, integrating 
Asia’s energy markets could mobilize commercial energy in 
a reliable, financially sustainable, and environmentally sound 
manner.

• Human and drug trafficking reduction. Increased regional 
integration provides an opening for the expansion of 
transnational crime. Recent studies have found that human 
and drug trafficking increase when there are differential growth 
rates across regional economies, as well as when connectivity 
improves. Progress in addressing these issues requires region-
wide policy dialogue and cooperation among the largest 
possible number of national authorities.

Another important area for regional cooperation is combating 
climate change and promoting low-carbon green growth. Individual 
countries and development agencies such as ESCAP and ADB have 
already launched initiatives in this area. The first regional policy 
dialogue on green growth was held in 2005 in the Republic of Korea, 
where several countries launched the Seoul Initiative on Green 
Growth. The Manila Declaration on Green Industry in Asia, which 
was signed in 2009, reaffirmed countries’ commitments to global and 
regional initiatives supporting green growth and their determination 
to adopt “policies, regulatory and institutional frameworks, where 
appropriate, which are conducive to shifting towards resource-
efficient and low-carbon industries, consistent with the sustainability 
business principle.”44

Regional cooperation to support green growth is important 
because it can help coordinate national strategies and policies 

44 Manila Declaration on Green Industry in Asia, Manila, Philippines, 9 September 2009. 
www.greengrowth.org/download/2009/manila%20declaration%20clean%20copy090909.pdf 
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by providing consistent regulatory and institutional frameworks.45 
Comprehensive initiatives can help achieve coordinated objectives 
such as ensuring the efficiency of energy sources, creating new 
business and job opportunities in green industries, and promoting the 
adoption of environmentally sustainable infrastructure and transport 
systems (ADB/ADBI 2009). 

RPGs pose two major institutional design challenges. The first 
is whether public goods should be provided by new institutions 
or existing ones. In general, it may be cheaper and easier to use 
existing institutions in which partners are used to working together. 
However, new institutions may be needed when the functional area 
of cooperation is new or the regional coverage of an issue does not 
fit well with existing arrangements. A second challenge relates to the 
establishment of subsidiary standards in order to tailor institutional 
responses as closely as possible to the area where regional public 
goods generate spillovers.46 

2.9. Filling the Gaps
While Asia has made impressive progress in economic development 
and regional integration, a striking feature that emerges from the 
analysis in this chapter is that regionalism has advanced unevenly: 
it is focused almost exclusively on production integration in East Asia, 
while other sectors and subregions are generally much less integrated. 

The networks of production facilities established in many East 
Asian countries in industries such as electronics, automobiles, and 
machinery—“Factory Asia”—have tied economies together through 
trade and FDI. But regional integration in other functional areas such 
as final goods, services, labor, and financial markets has lagged 
behind. Financial integration is increasing, but is still quite low. 
Regional integration in South and Central Asia and the Pacific has also 
proceeded much more slowly than in East Asia. 

Table 2.15 captures the uneven progress of regionalism in Asia and 
the Pacific: while integration is more advanced in East Asia, ties within 

45 While Japan and the Republic of Korea have taken an early lead in supporting 
environment-friendly economic growth strategies, countries such as Cambodia, Fiji 
Islands, the Philippines, and Viet Nam have also now adopted national policies promoting 
low-carbon green growth. Such policies typically seek to mitigate greenhouse gas 
emissions and cope with the impacts of climate change. 

46 Any disruption in applying this principle may lead to suboptimal cooperation results, mainly 
because of a mismatch between benefits and contributions (Kanbur 2001).
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and among other subregions remain weak—and even in East Asia 
economic integration has advanced unevenly across functional areas. 
To help correct these two imbalances—the twin challenges of Asian 
regionalism—regional authorities need to design a proper roadmap 
for integration, with the aim of achieving an economic community in 
the long run.

While national policies to improve economic infrastructure, attract 
FDI, and liberalize trade unilaterally helped foster the development of 
“Factory Asia”, most analysts agree that until the 1997/98 crisis market 
forces were the main driver of economic regionalism in Asia. 

In contrast to Europe, where regionalism has been as much 
political as economic, integration in Asia has been mostly driven by 
foreign trade and direct investment. The efficiency advantages of regional 
supply chains and production networks have fostered trade integration, 
leading to integration in other areas. FDI accompanies trade, insofar as 
trade and investment are complements. In this model, financial flows 
follow trade flows—as portfolio investment is used to hedge trade-
related risks—and as vertical intra-industry trade rises, so do business 
cycle co-movements and macroeconomic interdependence (Frankel 
and Rose 1998; di Giovanni and Levchenko 2009). 

The analysis in this chapter provides evidence of this trend in Asia, 
and suggests focusing on trade links as the measure of interdependence 

Table 2.15. Uneven Economic Integration in Asia and the Pacific to Date

 Production 
Integration

Final-Goods 
Integration

Services 
Integration

Labor 
Integration*

Monetary and  
Financial Integration

East Asia High Moderate Moderate Low Low

Central Asia Low Low Low Moderate Low

South Asia Low Low Low Low Low

Pacific Low Low Low Low Low

Note: The intensity of integration is based on a variety of indicators, including intraregional shares and intensities as well as price convergence. 
Production integration refers to trade in parts and components; final-goods integration to trade in final goods only; services integration to services 
trade; labor integration to workforce mobility; and monetary and financial integration to capital flows and price convergence of financial assets. 
The assessment for the first three columns is classified as “high” if intraregional trade share is more than 50%; “moderate” if 20%–50%; and 
“low” if less than 20%. The assessments in the last two columns are based on quantitative and anecdotal evidence. 

Source: ADB staff estimates.
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from which other links will follow. And since East Asia is the most 
integrated subregion in Asia and the Pacific, it is also where the 
potential gains from closer cooperation may be greatest.

Since the 1997/98 crisis, intergovernmental cooperation has 
played a bigger role in strengthening regional economic integration, 
especially in monetary and financial areas. As a result, financial 
integration, although still relatively low, has increased—especially in 
East Asia—over the past decade. In South Asia, however, trade and 
financial ties remain weak, and only recently have policy initiatives 
started to improve matters. 

Trade links and regional connectivity (in transport and energy) are 
also low between East and South Asia, presenting huge opportunities 
for interregional integration. Central Asia is poorly integrated (apart 
from moderately high labor mobility), although recent initiatives and 
programs have started to help it enhance connectivity with South 
and East Asia as well as with Europe and the Middle East. The Pacific 
Islands have insurmountable geographical barriers to closer economic 
integration, which translate into low indicators of regional economic 
integration. The right mix of market forces and policy cooperation in 
Asia and the Pacific may help fill in the gaps and foster a more balanced 
regional economic integration.
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Population 
(million)

Gross Domestic Product (GDP) GDP per Capita

$ billion 

Average 
Growth Rate 
(1980–2009)

At PPP 
($ billion) $

Average 
Growth Rate 
(1981–2009) At PPP ($)

Asia and the Pacific 3,853.9 15,812.1 4.3 23,974.6 4,102.9 2.3 6,221.2

East Asia 2,135.1 12,883.2 4.2 18,176.1 6,034.0 2.6 8,512.9

Northeast Asia 1,543.9 11,403.5 4.1 15,336.2 7,386.0 2.6 9,933.2

People’s Republic of China 1,334.7 4,909.0 9.9 8,765.2 3,677.9 8.8 6,567.0

Hong Kong, China 7.1 210.7 5.1 302.0 29,827.5 3.7 42,751.2

Japan 127.6 5,068.1 2.2 4,159.4 39,731.1 1.7 32,607.9

Republic of Korea 48.8 832.5 6.1 1,364.1 17,074.4 5.5 27,977.9

Mongolia 2.7 4.2 4.0 9.4 1,560.1 1.7 3,481.1

Taipei,China 23.1 379.0 5.9 736.0 16,391.4 4.9 31,833.8

Southeast Asia 591.2 1,479.8 5.3 2,839.9 2,503.1 3.3 4,803.8

Brunei Darussalam 0.4 10.5 0.2 19.7 26,299.3 –1.8 49,062.3

Cambodia 13.9 10.8 7.7 28.1 775.0 4.3 2,015.1

Indonesia 231.5 539.4 5.1 962.5 2,329.4 3.7 4,156.7

Lao People’s Democratic 
Republic

6.4 5.6 6.4 14.4 878.0 3.7 2,265.8

Malaysia 27.8 191.5 6.0 382.3 6,896.8 3.4 13,769.6

Table A2.1. Asia and Pacific: Basic Economic Indicators 2009

continued on next page

Chapter 2: Appendix
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Population 
(million)

Gross Domestic Product (GDP) GDP per Capita

$ billion 

Average 
Growth Rate 
(1980–2009)

At PPP 
($ billion) $

Average 
Growth Rate 
(1981–2009) At PPP ($)

Myanmar 60.0 27.6 6.4 71.8 459.4 4.2 1,197.3

Philippines 92.2 161.0 3.1 324.7 1,745.6 0.8 3,520.6

Singapore 4.8 177.1 6.6 240.0 37,290.9 4.0 50,519.2

Thailand 67.0 263.9 5.5 539.9 3,939.6 4.2 8,059.8

Viet Nam 87.2 92.4 6.6 256.6 1,059.9 5.1 2,942.1

Central Asia 77.3 231.6 4.4 441.0 2,995.4 3.1 5,703.2

Armenia 3.3 8.7 6.1 16.2 2,667.3 7.0 4,965.4

Azerbaijan 9.0 43.1 6.7 85.8 4,807.2 6.3 9,564.0

Georgia 4.4 10.7 5.9 20.9 2,448.6 6.8 4,757.6

Kazakhstan 15.6 109.3 3.4 182.0 7,019.1 3.9 11,693.5

Kyrgyz Republic 5.4 4.6 1.8 12.1 851.0 0.5 2,253.4

Tajikistan 6.5 5.0 2.5 13.7 766.8 0.6 2,103.4

Turkmenistan 5.4 17.4 6.3 32.0 3,250.5 4.6 5,971.6

Uzbekistan 27.9 32.8 4.1 78.3 1,175.7 2.6 2,806.7

South Asia 1,605.6 1,567.6 5.8 4,365.6 976.3 3.8 2,719.0

Afghanistan 28.9 14.0 12.3 27.0 486.1 7.3 935.1

Bangladesh 164.7 94.5 4.6 241.3 573.8 2.5 1,465.0

Bhutan 0.7 1.3 7.8 3.5 1,880.0 6.7 5,211.9

India 1,199.1 1,236.0 6.0 3,526.1 1,030.8 4.1 2,940.7

Maldives 0.3 1.4 7.6 1.7 3,933.3 4.5 4,892.8

Table A2.1 continued

continued on next page
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Population 
(million)

Gross Domestic Product (GDP) GDP per Capita

$ billion 

Average 
Growth Rate 
(1980–2009)

At PPP 
($ billion) $

Average 
Growth Rate 
(1981–2009) At PPP ($)

Nepal 27.9 12.6 3.9 33.6 451.9 2.4 1,205.3

Pakistan 163.8 166.5 5.0 435.8 1,016.7 2.6 2,661.0

Sri Lanka 20.2 41.3 4.8 96.5 2,041.4 3.6 4,768.6

Pacific Islands 9.7 14.7 3.0 24.4 1,512.5 0.0 2,576.3

Cook Islands 0.0 0.2 3.5 … 9,795.1 1.6 …

Federated States of 
Micronesia

0.1 0.2 0.8 … 2,271.3 –0.3 …

Fiji Islands 0.9 3.1 3.0 3.9 3,465.5 0.5 4,360.1

Kiribati 0.1 0.1 0.7 0.6 1,300.0 1.0 6,020.0

Marshall Islands 0.1 0.2 3.1 … 2,939.4 0.7 …

Nauru 0.0 0.0 –8.6 … 2,124.2 –5.0 …

Palau 0.0 0.2 1.2 … 8,902.3 –0.4 …

Papua New Guinea 6.3 7.9 3.0 13.7 1,247.4 0.2 2,166.6

Samoa 0.2 0.6 2.2 1.0 3,082.9 1.2 5,795.6

Solomon Islands 0.5 0.7 2.2 1.5 1,223.5 1.3 2,819.4

Timor-Leste 1.1 0.6 4.7 2.7 542.8 0.4 2,521.6

Tonga 0.1 0.3 4.7 0.7 3,038.8 1.6 7,068.0

Tuvalu 0.0 … 2.1 … … 1.6 …

Vanuatu 0.2 0.6 3.2 1.141 2,634.9 1.0 4,734.4

Table A2.1 continued

continued on next page
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Population 
(million)

Gross Domestic Product (GDP) GDP per Capita

$ billion 

Average 
Growth Rate 
(1980–2009)

At PPP 
($ billion) $

Average 
Growth Rate 
(1981–2009) At PPP ($)

Oceania 26.2 1,115.0 3.1 966.6 42,563.6 1.8 36,898.1

Australia 21.9 997.2 3.2 851.2 45,586.3 1.8 38,910.6

New Zealand 4.3 117.8 2.3 115.4 27,261.1 1.2 26,709.6

European Union 497.6 16,447.3 2.0 14,794.0 33,051.6 1.6 29,729.2

North America 448.6 16,467.6 2.7 17,003.1 36,707.7 1.5 37,901.2

World 6,733.8 57,925.5 3.2 69,808.8 8,602.2 1.1 10,366.9

... = data not available, PPP = purchasing power parity.

Notes: 

Regional growth rates are derived using the GNI Atlas Method as weights. 

Average per capita growth rate is in constant 2000 $ prices.

Population, GDP, GDP growth, per capita GDP, and per capita growth values for the Cook Islands, Marshall Islands, Federated States of 
Micronesia, Nauru, Palau, and Tuvalu are as of end-2008.

Asia and the Pacific includes East Asia, Central Asia, South Asia, and the Pacific.

East Asia includes Northeast and Southeast Asia.

ASEAN includes the 10 Southeast Asia economies.

European Union refers to the 27 member countries of the European Union.

North America includes Canada, Mexico, and the United States.

Source: Key Indicators 2009, Asian Development Bank; World Economic Outlook Database (April 2010), International Monetary Fund; World 
Development Indicators Database, World Bank.

Table A2.1 continued
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Overall 
Infrastructure 

Index

Specific Infrastructure 

Road Rail Port Air Electricity 

Singapore 118 116 104 126 119 105

Hong Kong, China 111 112 115 122 116 105

Japan 100 98 121 97 118 104

Republic of Korea 98 102 107 96 102 97

Malaysia 98 100 93 106 103 91

Taipei,China 96 98 106 102 98 92

Thailand 84 88 57 81 100 86

Brunei Darussalam 82 89 0 93 97 84

People’s Republic of China 68 65 74 78 90 61

Azerbaijan 68 72 76 80 76 73

Sri Lanka 67 63 59 84 82 72

Georgia 56 61 65 72 72 69

Kazakhstan 61 44 67 59 64 67

Tajikistan 56 46 61 30 60 27

Cambodia 54 61 56 69 72 39

Pakistan 54 54 30 63 72 39

Philippines 51 51 81 61 81 50

India 51 49 33 59 71 66

Indonesia 49 44 52 56 76 61

Viet Nam 47 46 44 52 67 50

Kyrgyz Republic 47 45 50 34 53 48

Bangladesh 39 49 43 48 59 30

Nepal 33 33 24 54 60 27

Mongolia 30 25 39 44 47 45

Note: Values show the ratio between the index of individual countries/regions and that of the average for G7 countries. 

Source: ADB staff calculations from data published in the World Economic Forum Global Competitiveness Report 2008–09.

Table A2.2. Infrastructure Quality Index: Share of G7 Average in 2008
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Chapter 3

Designing Effective  
Regional Institutions

R
egional economic integration, as described in Chapter 2, 
tends to stimulate demands from governments and their 
constituents for more effective institutions to govern 
and regulate it. In a demand-driven model of institution 
building, institutions develop as a means of problem-

solving. The issues that they attempt to tackle may relate to cross-
border spillovers (externalities) associated with economic integration, 
strategic competition, foreign policy aims, or domestic politics. In the 
area of economic policy, the focus of this report, regional institutions 
may help to meet three types of demand that arise from regional 
economic integration.

First, they can help consolidate gains from integration, whether 
as the result of regional initiatives or steps at the national and global 
levels. For example, regional agreements can prevent backsliding on 
trade and investment liberalization, including unilateral actions by 
national governments.

Second, regional institutions can also help deepen regional 
integration. In addition to the lifting of barriers to exchange at the border 
(such as tariffs and non-tariff barriers), governments may commit 
to remove barriers that lie behind the border in an array of politically 
sensitive (and often jealously guarded) domestic policies. Regional 
institutions can make such commitments credible by monitoring and 
enforcing them.

Third, regional institutions can help widen economic integration. 
They may help develop infrastructure that lowers transport and 
communication costs. They may also establish new policy regimes 
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that admit governments originally outside the core of integrating 
economies. Whereas deepening tends to be a response to economic 
integration, widening is often a response to a lack of it, aiming to 
strengthen ties between previously disconnected regions.

Institutions for regional integration (IRIs) in Asia and the Pacific 
should aim to satisfy these three demands, together or separately. 
As well as responding to demands from within the region, they may 
seek to respond to—and influence—changes in the international 
environment. Demands for new institutions can arise from external 
shocks—a defensive regionalism that deploys institutions to buffer 
economies against future shocks. The Chiang Mai Initiative (CMI), 
described in Chapters 2 and 4, was an institutional response to the 
1997/98 financial crisis, which many Asian governments attributed 
to defects in the global financial system. Regional institutions can 
also enable their members to influence global decision-making and 
negotiations. In the early 1990s, Asia-Pacific Economic Cooperation 
(APEC) served as a regional “lobby” in the final stages of the General 
Agreement on Tariffs and Trade (GATT) Uruguay Round negotiations. 
The drive for stronger institutions in Asia today is in part motivated by 
the desire for a more influential regional voice at the global level.

Despite their potential for valuable problem-solving at the regional 
level, creating and reforming regional institutions are inherently 
difficult. The prospect of efficiency gains or enhanced economic 
welfare alone is rarely enough to secure agreement on a particular 
institutional design. Institutions may fail to achieve their original 
mandates or the subsequent goals set by their members. In other 
words, the supply of regional institutions may not always respond to 
demand—and those that are supplied may not effectively serve their 
principals, the national governments that create them.

The chapter is structured as follows. Section 3.1 examines the 
role of a region’s initial characteristics, which often indicate the 
enabling conditions for—and obstacles to—institutional development. 
Their effects can be partially overcome (or exploited) through careful 
institutional design. Section 3.2 considers three drivers of institution 
building over time: the possible linkage between economic and security 
issues, feedback mechanisms from economic integration that can 
reinforce regional institutions, and the competition and complementarity 
of global, regional, and subregional institutions. Section 3.3 outlines 
elements of institutional design that can enhance cooperation given 
diverse national preferences and capabilities. Section 3.4 examines 
how to measure institutions’ effectiveness. Section 3.5 concludes.
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3.1. Regional Characteristics
Three initial characteristics of a region generally influence regional 
institution building: the diversity of national preferences over economic 
cooperation and regional institutions, asymmetries in economic and 
military power, and the influence exerted by actors outside the region.

Preferences over Regional Cooperation  
and Institutions
When national governments come to favor similar policies, cooperative 
bargains are more likely to be struck and consistently implemented 
within regional institutions (Kelley 2009). Closer regional economic 
integration may strengthen demands from corporations and governments 
for institutional responses to cross-border spillovers and policy 
volatility. These demands should, in turn, produce national preference 
convergence that facilitates regional cooperation (see Chapter 1).

Other characteristics may also influence the range of national 
policy preferences in a region. Income disparities—the gap in per 
capita gross domestic product between the richest and poorest 
countries—may produce policy disagreements grounded in divergent 
economic interests and gaps in capacities to implement international 
commitments. States in a wholly democratic region may be more willing 
to join regional institutions; greater political and policy transparency 
also tends to promote regional cooperation. Democracy’s impact on 
the implementation of international commitments is more ambiguous 
(Simmons 2001; Kelley 2009). If dominant political coalitions are 
internationalist, regional collaboration is also more likely.47 Integrating 
Asia’s increasing economic interdependence and its leadership by 
elites committed to establishing links to the world economy have both 
supported regional institution building. However, even if governments 
agree that greater regional cooperation is needed, they may not agree 
on how regional institutions should be designed.

Asymmetries in Economic and Military Power
Heightened demand for regional collaboration is not enough to create 
the requisite institutions. Establishing and maintaining institutions are 
costly; disagreements over how to distribute those costs may impede 

47 Solingen (2009) compares the Middle East and Asia on this dimension.
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regional cooperation. In particular, the distribution of economic 
influence and military power within a region may affect governments’ 
willingness to establish regional institutions. However, researchers 
disagree on whether a region with a dominant power or one with a 
more balanced distribution of power is more likely to construct robust 
institutions.48

A dominant regional power may be willing to provide a 
disproportionate share of regional public goods as well as institutional 
resources to ease distributional conflicts. A leading economy can 
also serve as a focal point around which others coordinate national 
policies. In Europe, for example, Germany served as the anchor for the 
European Monetary System before the euro’s launch. Japan provided 
financial leadership in Asia following the 1997/98 crisis through the 
New Miyazawa Initiative.49 This leadership was supported by monetary 
policy credibility (Germany) and large international reserves (Japan).

However, larger countries tend to be less willing to delegate 
authority to regional institutions, and regional leadership that is 
perceived as illegitimate or overbearing can produce a backlash 
that undermines cooperation.50 A further complicating factor is the 
dynamic of power relations: rapid and uneven economic growth may 
produce shifts in economic and military power that make institutional 
bargains more difficult to construct. Ultimately, whether great-power 
rivalry or reconciliation dominates a region may be more significant 
than the number of such powers. Political accommodation between 
France and Germany was crucial to the development of European 
institutions; a similar reconciliation between Brazil and Argentina laid 
the foundations for the Mercado Común del Sur (Mercosur).

Influence of External Actors
Outside intervention and bargaining power can have both positive and 
negative effects on regional collaboration and institutional outcomes. 
By creating an external threat to regional security (the Soviet Union 
during the Cold War) or economic shocks (the United States during 
the post-Bretton Woods era), governments outside a region may 
encourage “defensive regionalism”—closer regional collaboration to 

48 Compare Mattli (1999), Acharya and Johnston (2007b), and Dominguez (2007).
49 The formal title of the New Miyazawa Initiative was “A New Initiative to Overcome the 

Asian Currency Crisis.” 
50 Smith (2000) documents powerful states’ influence on the design of dispute settlement 

mechanisms. Khadiagala (2009) points to the resentment of Nigerian leadership within the 
Economic Community of West African States.
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mitigate negative externalities from outside the region. In regions with 
important ties to external powers, those outside parties will be deeply 
interested in the choices made in building regional institutions and 
possess substantial leverage to influence those choices.

3.2. Institutional Dynamics
A region’s underlying characteristics are not the sole determinants of 
the shape and effectiveness of regional institutions. Four additional 
factors also shape the dynamics of regional institution building. 
First, the interaction between security conditions and economic ties 
influences the development of regional institutions. Second, economic 
integration itself can create positive (or negative) feedback effects 
on institutionalization. Third, global and subregional institutional 
alternatives may compete with, or complement, regional institutions. 
Fourth, contingencies may interrupt or accelerate these processes: 
political entrepreneurs may advance regional aims; external economic 
shocks and crises may disrupt or deepen regional collaboration.

Economics and Security
No region directly manages core economic and security issues in a 
single regional institution. Nevertheless, the interrelated dynamics 
of economic integration and security provision have influenced the 
development of regional institutions. Military conflict within a region 
may disrupt regional institutions and slow the growth of cross-
border economic exchange. An external military threat, such as that 
experienced by Western Europe during the Cold War, often reinforces 
drives for institutional means to confront those threats.

In other circumstances, the careful linkage of peacebuilding—the 
gradual winding down of regional rivalries—and economic integration 
has strengthened both economic and security cooperation. Regional 
institutions can be built on an association between economic opening 
and a lowering of military tensions. They can in turn reinforce this 
linkage through the risk of economic loss from political or military 
conflict. As regional collaboration reinforces economic ties, the 
costs imposed by militarized disputes and conflict increase. Box 3.1 
describes how political economists model this interaction.
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Spillovers and Feedback Effects
Prescriptions for the sequencing of regional economic arrangements 
and institutions often involve a crude linear determinism: an inevitable 
and formulaic progression from free trade agreement (FTA) to customs 
union to common market and common currency. The theoretical and 
empirical basis for these prescriptions is suspect. More compelling 
is an analysis of the spillovers and feedback loops produced by 
economic integration and its accompanying institutions—processes 
that may (or may not) widen the scope of regional institutions and 
common policies.

Based on the experience of Europe and other regions, Baldwin 
(1993, 2009) identifies several feedback mechanisms of varying 
strength; their sequencing may produce more or less institutionalization 
as trade and investment expand. Most involve interest-based 
conjectures: trade liberalization increases the political weight of export 
interests, which demand further liberalization. These trade-dependent 

Hamada and Lee’s (2009) modeling of 
economic and security relations in Asia 
proceeds as follows. They assume that 

the structure of economic interests resembles a 
prisoners’ dilemma game, whereby two countries 
enjoy higher returns by cooperating but have an 
incentive to backslide in the absence of retaliation. 
The danger is that both countries backslide and suffer 
lower returns as a result. In the presence of relatively 
low discount rates, improvements in information, 
and an environment of trust, repeated interaction 
may enable cooperation to evolve. Institutionalizing 
the governments’ relationship—so that they 
interact repeatedly in an improved information 
environment—thus benefits both countries.

The structure of security interests, in contrast, 
resembles a hawk–dove game. The structure of 
payoffs is similar, except that when both players 

adopt the “hawkish” strategy they both suffer 
very serious losses. This game has one “subgame 
perfect equilibrium”—a situation where neither 
country can gain from changing its strategy so 
long as the other’s is unchanged—where both 
countries adopt the dovish strategy, and another 
that provides a payoff that is slightly better than if 
both adopt a hawkish strategy.

Given these structures, linking the games—
having the two governments play them 
simultaneously—can improve the likelihood of 
cooperation. Cooperating in the economic game 
will increase the cost of security conflict insofar 
as this causes economic disruptions. Similarly, 
security cooperation will create a sense of trust that 
leads to additional trade and foreign investment, 
enhancing the payoff to economic cooperation 
and thus encouraging it.

Box 3.1. Modeling the Complementarity of Economic and Security Relations
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economic interests may lobby for membership in an expanding FTA or 
customs union because of the threat of trade discrimination, a “domino 
effect” that creates successive waves of applicants. Alternatively, they 
could lobby for offsetting regional or bilateral arrangements with at 
least some of the FTA members. Feedback mechanisms may also 
link trade and exchange-rate cooperation. Governments (and trade-
dependent economic interests) may become more attracted to stable 
exchange rates as economies become more open to international 
trade and capital controls are removed (Frieden 1991; Eichengreen 
1996; Baldwin 2009).

Baldwin (2009) also highlights the importance of institutional 
feedback—the ability of regional institutions to amplify and channel 
demands for integration into further institutional elaboration—in cases 
where institutions have both a mandate from national governments to 
further economic integration and the delegated authority to carry out 
that mandate. Effective institutions may also create demands for further 
institutional development; institutional failures produce resistance to it.

These feedback mechanisms will be weakened if regions find 
substitutes for institutional strengthening that satisfy the demands 
of trade-dependent constituencies in other ways. Also, regional 
cooperation, whether in trade or monetary and financial areas, has 
sometimes proceeded on the basis of political and foreign policy 
calculations rather than felt demand. Even in the absence of strong 
economic feedback effects, those steps may deepen economic 
cooperation through political spillovers, the creation of habits of 
cooperation, and heightened trust.

Global, Regional, and Subregional Institutions
Since the 1990s (if not the 1930s), the prospect that regional institutions 
might undermine global rules and institutions has preoccupied 
proponents of trade liberalization (for contrasting views see Barton 
et al. 2006; Bhagwati 2008; Lawrence 1996). Less attention has been 
paid to the competition that successful global institutions pose to 
the development of regional governance. To the extent that regional 
institutions exist to solve problems and global ones achieve some 
of those ends more effectively, the impetus for regional institution 
building may be undercut. In certain areas, such as trade, explicit 
rules govern the relationship between global regimes and regional 
institutions (GATT Article XXIV, for example); such explicit rules are 
absent in the sphere of monetary and financial cooperation.
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Subregional institutions may also compete with one another, as 
well as with regional institutions. Such competition appears to be 
most damaging when subregional organizations have overlapping 
memberships and similar policy mandates. Where a clear division 
of labor exists among subregional institutions, or between them 
and region-wide organizations, relations are more likely to be 
complementary than competitive.

Contingencies
Contingencies—which are inherently difficult to predict—often have 
a decisive influence on the development of regional institutions. They 
may include unexpected domestic events, such as Indonesia’s regime 
change in 1965, which was an essential precursor to the formation 
of the Association of Southeast Asian Nations (ASEAN). Political 
entrepreneurs—national leaders who promote bold new policy 
initiatives—are particularly important. They may do so because they are 
staunch believers in regional cooperation, or because they calculate 
that regional institution building may bolster their domestic political 
position—or indeed their legacy.51 Europe’s institutional development 
has benefited periodically from such individuals, notably the original 
core of politicians who founded the European project and Jacques 
Delors, the integrationist president of the European Commission in the 
1980s. In Asia, Prime Minister Mohamad Mahathir of Malaysia promoted 
an East Asian Economic Group in the early 1990s, an idea that was 
only realized with the creation of ASEAN+3 later in the decade. When 
they were prime ministers of their respective countries, Japan’s Yukio 
Hatoyama and Australia’s Kevin Rudd sought to play a similar role in 
the debate on Asia’s institutional architecture.

Political entrepreneurs may seize on another contingency: 
exogenous shocks, particularly economic crises. Henning (2009a) finds 
that regional institution building is closely connected to economic and 
financial crises. Drawing on cases such as the Latin American debt 
crisis of the 1980s, the European currency crisis of the 1990s, and the 
1997/98 financial crisis in Asia, Henning finds that a crisis with severe 
regional effects creates doubts about global institutions and revives 
interest in regional solutions to regional economic problems. Crises 
also often force a reordering of national and international priorities, 
creating a more conducive environment for political entrepreneurs. 

51 On the role of the political entrepreneur in the creation of international institutions, see 
Keohane (2001).
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Governments may have a window of opportunity in which they can 
overcome skepticism at home and achieve compromises with their 
regional partners, producing a regional public good that is viewed as a 
pressing need in difficult times. Box 3.2 looks in greater depth at how 
crises may shape regional integration.

For all the progress of national reforms and regional cooperation 
since the 1997/98 crisis, the recent crisis has reminded the region of 
its vulnerabilities and given fresh impetus to regional cooperation, not 
least in financial areas.

Economic and financial crises can play a 
crucial role in helping—or hindering—the 
development of regionalism. Historically, 

observers point to the 1992 currency crisis in 
Europe and the 1997/98 financial crisis in East 
Asia as catalysts for closer regional cooperation. 
Academic theory suggests that crises encourage 
reform (in this context, toward regional integration) 
by causing practitioners to modify their world view 
(Harberger 1993), making clear that the status quo 
is problematic (Drazen and Grilli 1993; Laban and 
Sturzenegger 1994), and undermining the position 
of vested interests that favor the status quo (Olson 
1982).

Whether a particular crisis stimulates or 
disrupts regional cooperation depends on a host of 
factors, including domestic politics, intraregional 
rivalries, the degree of regional economic 
interdependence, the effectiveness of existing 
regional institutions, the actions of multilateral 
institutions, and the role of players from outside 
the region.

If authorities in a region recognize that 
coordinated action is urgently required, they may 
develop a common response which continues 

Box 3.2. Role of Crises in Shaping Regional Integration

after the immediate crisis has been resolved. 
Alternatively, if an existing regional institution proves 
incapable of tackling a crisis, it may be bypassed or 
wither away once the crisis has passed.

The 1997/98 crisis underscored that Asia could 
not rely on outside help in a crisis. While multilateral 
institutions (notably the International Monetary 
Fund) delayed disbursing funds to provide short-
term liquidity and mitigate the impact of the crisis, 
countries outside Asia opposed a proposed regional 
financial facility, prompting a search for regional 
arrangements to address these deficiencies. The 
crisis heightened Asians’ dissatisfaction with the 
international financial architecture in general and 
their underrepresentation at multilateral institutions 
in particular. The global financial system seemed 
to offer inadequate protection against the vagaries 
of international capital flows, while Asians were 
frustrated by their lack of say over multilateral 
institutions’ policies and decisions, notably over the 
availability of finance in a crisis. This bolstered efforts 
to enhance regional cooperation that would amplify 
Asia’s voice in international forums (Henning 2005; 
Beeson 2002). The regionalism that emerged after 
the crisis is “aimed at restoring to Asia a greater 
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When the subprime crisis in the United States (US) became a 
global financial meltdown in September 2008, Asia avoided a direct 
hit. Despite its increasing financial globalization, it held few “toxic” 
assets. But Asia’s asset markets were caught in the global maelstrom 
and the real economy felt the brunt of the crisis. Growth slumped, 
with the region’s dependence on exports to developed markets 
proving a source of vulnerability (Goldstein and Xie 2009; ADB 2009a). 
But most emerging economies bounced back quickly, while the 
People’s Republic of China (PRC), India, and others continued to grow.  

degree of political power and autonomy vis-à-vis the 
rest of the world” (Bowles 2002).

Before the crisis, regional cooperation was 
primarily motivated by Asian economies’ growing 
interdependence through regional production 
networks, foreign direct investment, and ethnic 
diasporas. This market-led integration was in keeping 
with the thinking of Balassa (1961) and the liberal 
school, whereby increasing cross-border economic 
ties spurs regional cooperation. It was supported by 
unilateral, nondiscriminatory trade liberalization, 
but did little to bolster monetary and financial 
stability. The crisis highlighted the region’s shared 
vulnerability to contagion and the indiscriminate exit 
of foreign capital, as investors reacted to this diverse 
region as if it were a single entity. This increased the 
need for regional mechanisms to promote monetary 
and financial stability.

The crisis and its aftermath also gave 
substance to the notion of an “East Asian region” 
through the formalization of the ASEAN+3 
process, a development which would have 
been difficult to imagine beforehand. This is 
consistent with constructivist theories, which 
explain the emergence of regionalism through the 

expression of shared ideas, culture, and identity. 
The actions of multilateral institutions and other 
external players combined with countries’ shared 
experience during the turmoil helped shape a 
collective identity.

ASEAN+3 spurred a host of monetary and 
financial cooperation initiatives—the Chiang 
Mai Initiative (CMI), a web of bilateral swap 
arrangements to supply liquidity in a crisis; the 
Asian Bond Markets Initiative and Asian Bond 
Funds to develop local-currency bond markets; 
a system for strengthening surveillance; and the 
Economic Review and Policy Dialogue. A region-
wide arrangement, the East Asia Summit, which 
includes India, Australia, and New Zealand as 
well as ASEAN+3 members, was established 
in 2005. A web of bilateral and plurilateral free 
trade agreements—the Asian “noodle bowl”—
has emerged as well. At their meeting in Istanbul 
in 2005, ASEAN+3 leaders pledged to explore 
“possible routes” toward multilateralizing the CMI, 
agreeing in Kyoto in 2007 that a “self-managed 
reserve pooling arrangement governed by a single 
contractual agreement is an appropriate form of 
multilateralization.”
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Periodic shortages of dollar liquidity were handled by Asian economies 
individually rather than collectively (though there was frequent contact 
among relevant authorities). The Republic of Korea and Singapore 
were offered a $30 billion swap line by the US Federal Reserve. 
Indonesia obtained fiscal support through a consortium of the World 
Bank and the Japan Bank for International Cooperation. As in 1997/98, 
the region struggled to manage volatile capital flows—sharp outflows 
after the collapse of Lehman Brothers in September 2008, followed by 
large inflows into the region as recovery took hold in 2009 and local 
asset markets recovered.

The CMI could do little to mitigate the impact of the recent global 
crisis. But it did not fail the region, as some charge; it was arguably 
premature to expect it to provide effective crisis protection (Henning 
2009). In any case, the crisis accelerated the multilateralization of the 
CMI in 2009 and the establishment of an independent surveillance 
unit alongside it. These mark the first concrete steps to institutionalize 
an essential fallback for East Asian financial stability. By agreeing on 
member contributions, voting rights, and an operational structure, 
ASEAN+3 has established a framework for addressing institutional 
priorities and other cooperation issues.

By exposing regulatory gaps and denting confidence in global 
institutions that manage credit, market, and liquidity risk, the crisis 
also prompted the region to propose establishing an Asian financial 
stability dialogue (ADB 2009b). Many argue that a formal structure 
is needed to coordinate macroeconomic policies and surveillance. 
The “Plus Three”—the PRC, Japan, and the Republic of Korea—held 
their first meeting to discuss regional and global financial stability 
in November 2008. More broadly, the global discussion on how 
to enhance financial stability and governance has spurred Asia to 
reassess its role in the global economy and in reshaping the global 
financial architecture. The Financial Stability Forum was expanded 
in March 2009 to include the PRC, India, Indonesia, and the Republic 
of Korea along with other G20 members which were not previously 
represented on it (Financial Stability Forum 2009). Similarly, the Basel 
Committee on Banking Supervision was expanded in June 2009 to 
include Indonesia, Singapore, Hong Kong, China, and other emerging 
economies. But while the individual influence of Asian economies in 
global bodies has increased, their collective impact could be much 
greater if they acted in concert.

Crises can have very different impacts on regional cooperation. The 
1997/98 crisis led to a plethora of government-led regional cooperation 
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initiatives and the formalization of “East Asia” as a region. While the 
recent one has exposed outstanding weaknesses, it is also galvanizing 
Asia to play a role commensurate with its growing economic strength 
in reshaping the global financial architecture.

3.3. Institutional Design
Institutional design can play a key role in overcoming the barriers to 
sustained cooperation discussed above, not least differing preferences 
or concerns over sovereignty (defined as policy-making autonomy). 
Decision rules, legalization (including the delegation of authority 
to regional institutions), and rules governing enfranchisement and 
membership can all help further regional cooperation.

Decision Rules and Side Payments
Decision rules influence many aspects of cooperative bargains. Few 
international institutions operate through the simple majority rules 
widely found in domestic democratic regimes. Even in those that 
allow simple majorities for certain actions, such as the International 
Monetary Fund (IMF), conventions have produced a strong tendency 
toward consensus decision-making. Majority decision-making among 
participants with divergent preferences over key issues is likely to 
produce substantial and often persistent minorities that are confronted 
with outcomes they strongly dislike and cannot change. This is a recipe 
for fracturing an organization composed of nation-states, since the exit 
option is usually readily available.

Most regional and global institutions rely instead on consensus 
decision rules: open opposition from a single state can defeat any 
proposed action or commitment.52 Consensus decision-making 
prevents the emergence of discontented minorities; it also serves 
as a strong commitment device, since changing any agreement is 
difficult. This also makes it difficult for an institution to respond quickly 
to changing circumstances (or crises). Despite its popularity in Asia 
and elsewhere, consensus decision-making involves a steep tradeoff 
between commitment and decisiveness. Because agreements 
reached by consensus are so difficult to change, they are hard to reach 

52 Consensus is not the same as unanimity, which requires active support from all members. 
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in the first place: bargaining often becomes protracted and may fail. If 
consensus fails because of a less powerful state or group of states, more 
activist and powerful states may be tempted to proceed separately. 
Consensus rules protect all minorities, constraining the powerful as 
well as protecting them against actions by a majority of weaker states. 
The result, however, is often a failure of collective action.

A particular interpretation of consensus decision-making, when 
combined with complete equality among members, imposes additional 
constraints on institutional capacity. In ASEAN, for example, equal 
contributions are made to the secretariat’s budget and other funds 
that support ASEAN’s activities. If differential contributions became 
the norm, ASEAN’s richer members would probably insist on a system 
of weighted voting, in which decision rules reflected their greater 
contributions to the institutional budget. Instead, ASEAN has relied 
on voluntary contributions from members for specific purposes, 
sidestepping the difficult issue of changing fundamental decision rules. 
As Severino (2009) points out, despite ASEAN’s deep attachment to 
consensus decision-making and the sovereign equality of its members, 
decision-making efficiency has led to ad hoc qualification of these rules.

The shortcomings of consensus decision rules have led to hybrid 
formulas in a few regional organizations where preferences converge on 
key issues. Typically, these solutions combine some variant of weighted 
voting, which grants greater voting power to more powerful (or richer) 
states, with supermajorities, which protect minorities, albeit to a lesser 
extent than consensus decision rules. In the IMF, certain key decisions 
require at least 85% of voting shares. In effect, this grants a veto to the 
US, whose quota is large enough to form a blocking minority; other 
groups, such as the European Union (EU) or developing countries, can 
also block decisions by acting together. In the EU, systems of qualified 
majority voting in the European Council, which brings together the 
leaders of national governments, have combined larger vote shares for 
more populous members with the requirement of supermajorities that 
have varied in size over time (Hix 2009). Under such systems, states that 
contribute more resources receive greater formal influence through the 
voting rules and can also be reassured that smaller (and often poorer) 
states will not be able to extract additional resources from them at will. 
Smaller states can be confident that they will not be swamped by great-
power blocs. The recent multilateralization of the CMI represents the 
first major step in an Asian regional institution toward such a hybrid 
voting formula. Its rules will permit decisive action in a financial crisis 
while protecting the interests of the largest states, which are providing 
most of the funds for the CMI (Haggard 2009).
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A related mechanism that serves to placate discontented minorities 
and encourage their continued collaboration is compensation—
side payments to those who might be disadvantaged by a particular 
collective agreement. Side payments may take any number of forms, 
from financial compensation to assistance on other issues of interest 
and even minor gestures that provide political prestige. Institutional 
design can make the provision of side payments more or less difficult. 
In Asia, concessions to the most recent ASEAN entrants (Cambodia, 
Lao People’s Democratic Republic, Myanmar, and Viet Nam) during 
the negotiation of the Initiative for ASEAN Integration (IAI) suggest 
that compensation is most often needed to win the consent of poorer 
members to cooperative agreements that may benefit richer members 
disproportionately (Haggard 2009). Box 3.3 considers the role of side 
payments in international cooperation.

Commitment Devices
Decision rules are critical to reaching regional agreements and may 
also help prevent collective backsliding. They are less effective, 
however, against defection by individual governments. Particularly 
when new commitments concern the deepening of economic 
integration—thereby venturing into politically sensitive new domains 
and arousing opposition from a new array of interest groups—it 
may be tempting to renege on (or fail to implement) agreements. 
Commitment mechanisms embedded in regional institutions can help 
bind a government and its successors.

The mobilization of high-level political commitment has often been 
essential for the launch of new institutions; it provides a necessary sign 
of commitment to both regional and domestic audiences. The direct 
involvement of national political institutions, such as legislatures and 
bureaucracies, reinforces regional commitments by making them truly 
intergovernmental, rather than “inter-executive” (Dominguez 2009).

Another valuable institutional instrument for strengthening 
commitments to cooperate is legalization. This is defined by three 
measures: the precision of international commitments, the degree 
to which those commitments are legally binding, and the authority 
delegated to third parties, particularly global or regional institutions, for 
interpreting, monitoring, and enforcing those commitments (Goldstein 
et al. 2001). One or more dimensions of legalization can substitute 
for others: rather than elaborate regional institutions with delegated 
authority, precise and binding commitments may create incentives for 
compliance.
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National governments often resist the delegation of authority to 
global and regional institutions intent on demonstrating their policy 
autonomy, even when that autonomy has been deeply compromised 
by economic integration. This resistance also reflects a realistic 

Side payments can enable members of an 
institution for regional integration to integrate 
more rapidly by increasing incentives for 

participation and compliance and offsetting 
sovereignty costs—most directly through transfers 
or joint policies with a redistributive component. 
Such redistributive bargains have been important 
in Europe’s integration, but have so far featured 
less in Asia.

Consider Europe’s Common Agricultural 
Policy (CAP). In 1962, the six original European 
Economic Community member governments, 
which all intervened heavily in agriculture, 
agreed to integrate their markets, coupled with 
community preference and “financial solidarity” 
under which the costs of farm support would 
be shared. In effect, German industry would 
gain access to the French market and Germany 
would provide indirect support to French farmers 
through the CAP. This aid, in turn, would weaken 
political resistance and build support for deeper 
integration. Germany remains the largest net 
contributor to the European Union (EU) budget, 
nearly 50% of which goes to agriculture.

Regional policy in Europe is another example. 
As well as assisting backward regions, it has aimed 
from the outset to offset the effects of industrial 
change and structural unemployment associated 
with deeper integration. The Single European 
Act of 1986 led to a “cohesion policy” to help 
disadvantaged regions adjust to the rigors of the 
EU single market. As with the CAP, regional policy 
also aims to boost commitment to European 

integration by compensating regions and sectors 
adversely affected by it.

Side payments are scarcely used to achieve 
deeper cooperation in East Asia. The Initiative 
for ASEAN Integration is a modestly redistributive 
program loosely tied to the Association of 
Southeast Asian Nations Free Trade Area, but 
it is not linked to particular commitments. The 
Asia-Pacific Economic Cooperation ECOTECH 
program of economic and technical cooperation 
is justified as a necessary complement to its 
trade and investment liberalization agenda, but 
its capacity building is not linked to liberalization 
commitments, which are scarcely binding. One 
reason why side payments have been limited in 
Asia and the Pacific is that there is little incentive 
to make such transfers to secure agreement when 
commitments are nonbinding. Also, countries 
financing such transfers will wish to influence 
decision-making and the organizations to which 
redistribution is delegated.

Creating dedicated regional integration 
funds that would lend or make transfers subject 
to voluntary—but monitored—commitments to 
accelerate compliance with regional commitments 
might advance matters. Such funds could either 
be directed to disadvantaged regions (as in 
Europe) or finance projects to ease adjustment, 
for example through labor training schemes. Such 
lending or transfers might also encourage the 
lending for infrastructure that supports the deeper 
integration of disadvantaged regions.

Box 3.3. Role of Side Payments in International Cooperation
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assessment of risks to principals (member governments) that delegate 
tasks to institutional agents, which may fail to implement governments’ 
preferences.

The dynamics of delegation vary with the nature of the task 
assigned to a regional institution. The least demanding, because 
they involve the smallest transfer of authority, are information 
gathering and research. But even such modest tasks may help 
sustain national commitments to regional agreements through peer 
pressure on recalcitrant members. More significant commitment 
mechanisms include the direct monitoring of member states and 
their implementation of agreements. A further delegation of authority 
involves the interpretation of agreements and adjudication of 
disputes through dispute settlement mechanisms situated in regional 
institutions. The most substantial of these are regional courts, which 
have become significant in areas ranging from human rights to trade 
and investment (Voeten 2009).

Delegation is not accurately measured by the elaboration of 
regional institutions: too often these ambitious blueprints do not actually 
exercise the powers awarded on paper. On any measure, however, 
national governments have delegated relatively little authority to Asian 
regional institutions. The Asian Development Bank stands out as the 
most prominent example of consequential delegation to a regional 
institution. ASEAN has a small secretariat of just 70 professional staff 
whose operational autonomy has long been closely circumscribed by 
member countries. APEC has no real permanent secretariat; most of 
its planning is implemented by officials from the country hosting the 
leaders’ summit.

This pattern of limited delegation may be changing, however. 
ASEAN’s new charter formally empowers its secretariat to monitor 
compliance by member countries. Through the CMI’s “IMF link,” 
regional governments have effectively delegated conditionality to the 
IMF for large-scale lending. Devices that national governments may 
deploy in order to limit a regional institution’s policy independence 
include requiring a unanimous intergovernmental decision for any 
delegation of authority, rules governing representation on the regional 
executive that ensure its preferences are close to those of member 
governments, and high thresholds for the adoption of any initiatives 
from the regional executive to ensure a high degree of consensus  
(Hix 2009).

Another commitment device is the enfranchisement of 
nongovernment actors. Despite the intergovernmental character of 
regional institutions, nongovernmental actors may be permitted to 
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participate in them. Rules for enfranchisement in regional courts, 
for example, are central to their effectiveness (Voeten 2009). 
Given the reluctance of governments to deploy regional dispute 
settlement mechanisms against their regional partners, activation 
by private actors—“cooperators” who lie outside the cartel of 
national governments—has been essential to the empowerment 
of regional courts in the interests of regional economic integration. 
When national governments agree to slow integration or renege on 
their regional commitments, private actors who would benefit from 
further integration are able to use regional institutions to reactivate 
the integration process, interpret the rules that have been agreed, and 
prevent backsliding by governments.

Membership Rules and the Widening  
of Regional Institutions
Membership rules are particularly important for the widening of 
economic integration. In integrating Asia, membership rules will play 
a central role in the extension of policy cooperation beyond East and 
Southeast Asia to South and Central Asia.

As Kelley (2009) describes, regional institutions tend to fall into 
two broad membership models. Club models impose strict admission 
criteria, which can encompass economic and regulatory harmonization 
with existing members, additional liberalization, and commitments 
to respect human rights or the rights of national minorities. In other 
words, under the club model, admission requirements give existing 
members leverage over a prospective member’s policies. The convoy 
model is more permissive. All states within a particular geographical 
area (ASEAN) or on a more or less ad hoc basis (APEC) are candidates 
for membership, with few stipulations for policy change in advance 
of accession. As these examples suggest, Asian regional organizations 
have typically chosen the convoy model.

Both models—and the many variants that lie between them—have 
strengths as regional institutions seek to expand their geographical 
scope. Convoy organizations primarily use socialization to shape 
the behavior of new members; their effectiveness seems greatest 
in the security domain, where inclusiveness is particularly valuable. 
Club institutions have a wider array of instruments with which to 
shape the behavior of prospective and current members (Kelley 
2009). As cooperation deepens, however, the bar for new members 
becomes higher. In some cases, when disagreement over the content 
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of the cooperative bargain grows too great, club institutions will 
move toward segmentation (those who wish to move ahead with 
cooperation in new domains may form separate institutions for that 
purpose) or differentiated membership categories within the same 
organization. If members agree on common goals for integration, 
multispeed integration may be adopted, allowing lengthy transitional 
periods or “opt-outs” for new members. If disagreement over the 
aims of integration is more profound, variable geometry or à la carte 
regionalism may be required. Under these rules, a single institution 
recognizes different “integration spaces.” For example, several older 
members of the EU have opted out indefinitely of membership of the 
euro (variable geometry), while newer members have yet to satisfy its 
membership criteria (multispeed membership).

Although these alternatives permit groups of “cooperators” within 
a large-membership organization to proceed with their preferred 
projects, new or aspiring members are not always less keen on closer 
integration. India, for example, appears most interested in regional 
agreements that would liberalize trade in services and establish rules 
governing foreign direct investment, two areas of deeper integration 

An accurate evaluation of the effectiveness 
of regional institutions must begin with a 
reasonable benchmark of success and then 

define a strategy for estimating effectiveness. Overall 
economic performance is not a fair benchmark, 
since the positive effects of regional economic 
integration may be swamped by domestic policy 
errors or external (global) shocks. An institution’s 
effectiveness can also be measured against its 
founding mandate, but the charters of most 
international and regional institutions incorporate 
very broad goals with few precise deadlines for 
achieving them. Such institutional mandates ensure 
that every institution receives a pass grade.

A fairer—though still difficult—standard 
for measuring the effectiveness of regional 
institutions involves estimating their influence on 

regional economic integration itself. This requires 
defining the regional agreements that have 
promoted liberalization and integration, as well 
as estimating their effects on national policies. 
Even regional institutions that appear effective 
in promoting integration are not uniformly so. 
Determining regional institutions’ influence on 
national policies, a key measure of their success, 
is more difficult still. Even the effectiveness of the 
World Trade Organization, when measured by its 
effects on national policies, has been contested 
(Rose 2004; Goldstein, Rivers, and Tomz 2007a, 
2007b). Measuring the compliance effects of 
international institutions and agreements with any 
precision remains difficult because of the daunting 
counterfactual: what would national policies have 
been in the absence of regional institutions?

Box 3.4. Measuring Institutional Effectiveness
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that many Southeast and East Asian trade agreements have excluded 
(Debroy 2009). Box 3.4 considers how to measure institutions’ 
effectiveness.

3.4. Conclusion
Institutions for regional integration vary in response to the demands 
that they satisfy and the supply conditions under which they are 
founded and operate. Economic integration (or its absence) can 
create three types of demand from governments: the provision of a 
collective barrier to policy backsliding (consolidation), commitment 
mechanisms to guarantee the removal of behind-the-border barriers 
to exchange (deepening), and a means for broadening economic 
integration, incorporating previously disconnected members in the 
growing web of economic interdependence (widening). When the 
global environment produces negative economic shocks, demand 
often grows for regional institutions to buffer those shocks and 
influence global institutions and negotiations.

A region’s initial characteristics can exert a persistent influence 
over the shape of its regional institutions. Heterogeneity on several 
dimensions—income disparities, regime type, level of economic 
integration—produces convergent or divergent preferences over 
economic cooperation and institutions. The distribution of economic 
and military power within a region, when combined with great-power 
rivalries, can increase or reduce the supply of regional institutions. 
External actors may possess leverage that undermines or supports 
regional collaboration. None of these characteristics is necessarily 
fatal to regional institution building, but an institution’s effectiveness 
depends on designing it to offset their effects.

The dynamics of institution building vary. Economic ties and security 
relations can reinforce or offset one another: a region of military allies, 
such as the North Atlantic, is more likely to integrate economically 
than one of military rivals, such as South Asia. As economic integration 
proceeds, strong feedback effects may strengthen integration and the 
institutions that support it. The degree of competition among global, 
regional, and subregional institutions also varies. Global institutions 
provide an alternative outlet for trade-dependent interests that desire 
further liberalization. Subregional institutions that provide more 
effective, small-membership venues for collaboration may hamper 
wider regional aggregations. Regional dynamics are also influenced 
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by contingent events. Two are particularly important: the appearance 
of political entrepreneurs who link domestic politics and regional 
context, and exogenous shocks, notably economic crises.

Institutional design is crucial in enabling collaborating 
governments to overcome the liabilities and constraints of their 
particular regional settings. Decision rules influence an institution’s 
tradeoff between commitment and decisiveness, as well as ensure 
that discontented minorities do not defect. Several commitment 
mechanisms embedded in regional institutions serve to preserve 
bargains and discourage defection: the mobilization of high-level 
political commitments, legalization, and delegation to regional 
authorities. The enfranchisement of pro-cooperation interests outside 
the circle of governments—whether corporations, nongovernmental 
organizations, or individuals—serves the same purpose. Membership 
rules are critical to the widening of regional institutions and integration; 
the choice of membership model also serves to preserve the original 
cooperative bargains.

For integrating Asia, designing effective regional institutions for 
the consolidation, deepening, and widening of economic integration 
is paramount. Is the creation, redesign, or strengthening of regional 
institutions essential for this critical economic agenda? If the 
economic benefits from these regional institutions are substantial, will 
those benefits outweigh the perceived loss of sovereign autonomy in 
setting national policies? An answer to these questions requires first 
an audit of Asia’s existing (and changing) institutional architecture 
(Chapter 4), and then a comparison of Asia’s institutional record with 
the experience of other regions (Chapter 5).
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Chapter 4

Anatomy of Institutions  
for Regional Integration

W
hile regional cooperation in Asia is often 
described as “institution-light,” Asia in fact 
hosts a dense web of regional institutions and 
arrangements—albeit ones that tend to have 
few delegated powers. This chapter presents an 

inventory and description of 40 of the region’s institutions for regional 
integration (IRIs).

IRIs are classified by remit and by geographical reach. Those 
with an economic mandate are categorized as overarching—
umbrella arrangements with comprehensive purviews; functional—
specialized institutions with a narrower, often technical agenda; or 
facilitating—institutions that bolster regional integration by providing 
advisory, administrative and technical, and financial support. IRIs 
are also categorized geographically as subregional—covering all or 
part of Central, South, Northeast, and Southeast Asia or the Pacific; 
intraregional—covering at least two but not all subregions; pan-
Asian—covering all of Asia’s subregions; or transregional—linking Asia 
to other regions of the world.

Figure 4.1 summarizes the Asian IRIs in this inventory, which are 
also listed in Chapter 1 (Table 1.1). Table 4.A1 (in the Appendix to this 
chapter) provides a sense of the regional coverage and functional areas of 
collaboration of various IRIs in Asia and the Pacific, while short profiles of 
each institution are included in Appendix 2 at the end of the book.

This chapter is organized as follows. Section 4.1 sketches the 
attributes of overarching, functional, and facilitating institutions. 
The subsequent sections look in greater depth at Asia’s various 
IRIs. Section 4.2 looks at the Association of Southeast Asian Nations 
(ASEAN)—one of the key drivers of regional cooperation in Asia—and 
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other Southeast Asian IRIs, while Section 4.3 looks at IRIs in other 
subregions. Intraregional IRIs are considered in Section 4.4, pan-Asian 
ones in Section 4.5, and transregional ones in Section 4.6. Section 4.7 
looks at Asia’s security institutions and Section 4.8 concludes.

4.1. Typology of Institutions
Overarching. Overarching IRIs are umbrella arrangements with 
comprehensive purviews. They may be based on a vision of an 
integrated regional economy and creating a single regional market 
and regional community. They convene summits of heads of 
government/state and/or ministerial-level meetings, and provide the 
normative and declaratory frameworks that legitimize and support 
regional cooperation and integration. This study’s stocktaking exercise 
lists 10 overarching organizations in Asia and the Pacific. Examples 
include ASEAN, the Pacific Islands Forum (PIF), and the South Asian 
Association for Regional Cooperation (SAARC) at the subregional 
level; ASEAN Plus Three (ASEAN+3) and the East Asia Summit (EAS) 
at the intraregional level; and the Asia-Europe Meeting (ASEM) and 
Asia-Pacific Economic Cooperation (APEC) at the transregional level.

Figure 4.1. Characteristics of IRIs in Asia and the Pacific

Trans-
regional

Pan-
Asian Intraregional

Subregional
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Asia
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Asia
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Asia
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Asia Pacific

Total
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2

2

4

3 8 3 3 5 1

1 111

5

7 10 3 4 6 6

2

22

10

28

40

Note: Values refer to the number of institutions. A detailed list of institutions is included in Table 1.1.

Source: ADB staff estimates, based in part on fieldwork interviews.



Institutions for Regional Integration

116

Asia’s overarching IRIs have a number of common attributes. They 
are intergovernmental arrangements that typically make decisions 
based on consensus rather than majority voting. Their mandates and 
modalities are largely advisory: in many cases they are consultative 
forums whose agreements lack legal force rather than regulatory 
agencies empowered to regulate their members’ behavior in legally 
binding ways. Notable exceptions, in some areas, include APEC and 
arguably ASEAN, although their agreements tend to be non-binding. 
Few have dispute-settlement mechanisms. Although most overarching 
IRIs enjoy the direct involvement of heads of state and/or government 
through regular summits, national agencies usually delegate little 
power or authority to these organizations and their established 
secretariats tend to have limited financial and human resources. 
Table 4.1 highlights the features of Asia’s various overarching IRIs.

How do overarching organizations in the various subregions 
compare? Despite the apparent complexity and comprehensiveness 
of regional cooperation in Southeast Asia, ASEAN involves little 
delegation, relying on “offshoots” rather than independent agencies 
to implement policy, as Section 4.2 explains. With its charter, however, 
ASEAN has begun to shift from a purely deliberative, process-oriented 
arrangement towards a more rules-based, regulatory, and results-
oriented one, although it still makes decisions by flexible consensus.

PIF is also intergovernmental, with deliberative remits, but it 
displays a greater semblance of delegation and arguably a slightly 
more systematic feedback mechanism—the Regional Institutional 
Framework—than other overarching institutions, including ASEAN. While 
South Asia’s IRIs are in general smaller and weaker than those in other 
subregions, SAARC involves, in certain respects, slightly more delegation 
than ASEAN. Its regional centers enjoy greater budget autonomy than 
the various offshoots of ASEAN that manage similar areas of technical 
cooperation.53 On paper, SAARC’s secretariat has a similar, if not more 
extensive, remit than ASEAN’s does. In practice, ASEAN’s secretariat has 
acted as an important catalyst of cooperation programs in Southeast Asia 
and beyond. It has helped to create groups such as ASEAN+3 and the 
EAS and its secretary-general and the rotating ASEAN Chair have been 
invited to participate in G20 meetings since 2009.

Functional. Functional IRIs are specialized institutions with a 
narrow, often technical agenda. They focus on a specific area (or 
range of areas) of cooperation and/or involve activities that promote 

53 SAARC and ASEAN have launched many cooperation centers, programs, and initiatives. 
The full list is provided in the note to Table 1.1 in Chapter 1.
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Table 4.1. Features of Overarching IRIs in Asia and the Pacific

Form Level
Mandate/ 
Modality Rules

Decision-
Making Delegation Secretariat

Dispute 
Settlement Feedback

Transregional Asia-Europe Meeting 

(ASEM)

Framework Summit Deliberative Non-binding Consensus Minimal Limited None None

Asia-Pacific  

Economic  

Cooperation (APEC)

Declaration Summit, 

ministerial

Deliberative Non-binding Consensus Minimal Limited None Yes

Eurasian Economic 

Community (EurAsEC)

Treaty Summit, 

ministerial

Deliberative Non-binding Flexible 

consensus

Minimal Limited Yes 

(Community 

Court)

Yes

Forum for East  

Asia-Latin America  

Cooperation  

(FEALAC)

Declaration Summit Deliberative Non-binding Consensus Minimal None None None 

Intraregional Association of 

Southeast Asian 

Nations Plus Three 

(ASEAN+3)

Declaration Summit, 

ministerial, 

officials

Deliberative, 

process-

oriented

Non-binding Flexible 

consensus

Minimal Limited None None

East Asia Summit 

(EAS)

Declaration Summit Deliberative Non-binding Consensus Minimal Limited None None 

S
ub

re
gi

on
al

South 

Asia

South Asian  

Association for 

Regional Cooperation 

(SAARC)

Charter Summit, 

ministerial, 

officials

Deliberative Non-binding Consensus Limited Limited Yes (in the 

South Asia 

Free Trade 

Agreement)

Yes

Southeast 

Asia

Association of 

Southeast Asian 

Nations (ASEAN)

Charter Summit, 

ministerial, 

officials

Deliberative, 

but developing 

distributive 

capacity

Binding 

(AEC Blue-

print)

Flexible 

consensus

Minimal Yes Yes Yes

Northeast 

Asia

Trilateral Summit 

(TS)

Declaration Summit, 

ministerial, 

officials

Deliberative 

(distributive 

potential)

Non-binding Consensus Minimal Yes None None 

Pacific Pacific Islands  

Forum (PIF)

Treaty Summit, 

ministerial, 

officials

Deliberative Non-binding Consensus Limited 

(better than 

minimal)

Yes Yes, informal Yes 

AEC = ASEAN Economic Community, IRI = institution for regional integration.

Source: ADB staff estimates, based in part on fieldwork interviews.

cooperation within a relatively limited territory.54 Most functional IRIs 
deal with issues relating to economics and development (such as 
trade, finance, infrastructure, the environment, and energy).

Functional IRIs seek to promote cooperation among (usually 
neighboring) countries that share similar problems. Their objective 
is to solve those problems through collective action, as well as by 
exchanging and adopting best practices. In doing so, they develop 
organizational structures that help sustain regional cooperation. As a 
consequence, functional IRIs that enjoy some measure of delegation—

54 The ASEAN Regional Forum, a security institution, is also classified as a functional IRI.
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particularly institutions in the Pacific and South Asia—are arguably 
more “bottom–up” processes.

There are a host of such institutions in Asia and the Pacific: this 
study’s stocktaking exercise identified as many as 28. These are 
usually created without a lofty “idea of region” in mind, but they can 
help create a habit of regional cooperation and perhaps also regional 
confidence building. Both are essential elements of regionalism. In 
many ways, the attributes and features of functional IRIs differ little 
from those of overarching ones (Table 4.2).

Facilitating. Facilitating institutions are organizations that bolster 
regional integration by providing advisory, administrative, technical, 
and financial support (Abe 2009). In a sense, they are “service 
providers” for regional cooperation and integration. At the global 
level, facilitating institutions include the World Bank, the United 
Nations Development Programme and others that support regional 
and subregional initiatives. At the pan-Asian level, the two facilitating 
IRIs are the United Nations (UN) Economic and Social Commission for 
Asia and the Pacific (ESCAP) and the Asian Development Bank (ADB), 
which are discussed in greater detail in Section 4.5.

ESCAP supports various programs and projects to strengthen 
regional economic integration in Asia and the Pacific, notably the 
Asian Highway and the Trans-Asian Railway programs. It also provides 
expert advice to government agencies on economic development 
issues and supports trade facilitation programs and various capacity-
building efforts, often in collaboration with other institutions, including 
affiliated organizations from the UN system.

ADB also provides considerable resources and institutional support 
to regional cooperation and integration in Asia and the Pacific through 
several initiatives, including subregional programs—organized and 
implemented in collaboration with national and regional agencies—
such as the Central Asia Regional Economic Cooperation (CAREC), 
the Greater Mekong Subregion (GMS) economic cooperation program, 
and the South Asia Subregional Economic Cooperation (SASEC).

In geographical areas where overarching institutions are either 
weak or non-existent, facilitating IRIs play key roles, particularly as 
“honest brokers,” in helping functional institutions contribute to 
regional cooperation and integration. However, strategic decisions on 
regionalism remain the purview of national governments and (to some 
extent) overarching IRIs, with facilitating IRIs striving instead to ensure 
that ownership of the programs and initiatives they finance and support 
rests with national governments and civil society. Facilitating IRIs are also 
increasingly called on by Asian countries to provide welfare assistance, 
trust funds and other crisis-mitigating measures (Arner 2009).
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4.2. ASEAN and Other Southeast 
Asian IRIs
Established in 1967 by Indonesia, Malaysia, the Philippines, Singapore, 
and Thailand, ASEAN was the first regional institution in Asia comprised 
solely of indigenous Asian powers.55 It has since expanded so that by 
1999 it included all ten countries in Southeast Asia. (Timor-Leste, which 
achieved independence from Indonesia in 2002, has stated its intention 
to join the group in due course.) What began as a modest institution 
focusing on economic and security cooperation is now arguably 
one of the most successful expressions of regional cooperation in 
the developing world, one based on the principles of openness and 
gradualism—and a model of soft regionalism and intergovernmental 
cooperation for other overarching institutions in Asia and the Pacific.

The traditional “ASEAN way” involved cooperation through 
informal understandings that impose no legally binding obligations, 
based on the principles of non-interference in national affairs and equal 
budget contributions. However, cooperation within ASEAN is starting 
to become more rules-based and more formally institutionalized. 
While this shift remains tentative and incomplete, ASEAN leaders 
have recently introduced some important innovations. Since 2003, 
they have sought to establish an ASEAN Community comprising three 
“pillars”: the ASEAN Economic Community (AEC), to be created by 
2015, and the ASEAN Political-Security Community56 and the ASEAN 
Socio-Cultural Community, both of which are expected to be fully 
operative by 2020. In 2005, ASEAN leaders began drafting a charter, 
which came into force in 2008, for the organization to strengthen its 
institutional pillars, bolster efforts to achieve the ASEAN Community, 
and give greater legal force to its international commitments. Thus 
ASEAN is gradually shifting from being an organization based on 
political dialogue to one with an international legal status, involving 
binding commitments, and that is better equipped to respond to the 
emerging regional and global challenges (Severino 2009).

ASEAN’s highest decision-making body was initially the foreign 
ministers’ meeting. In 1976 and 1977, ASEAN leaders’ first and second 
summits raised the organization’s international profile. Building on the 

55 Non-Asian countries participated in the Bandung Conference, organized in 1955, in the 
Southeast Asia Treaty Organization, which lasted from 1955 until 1977, and are members of 
the Secretariat of the Pacific Community, established in 1947 and still active.

56 Formerly known as the ASEAN Security Community. 
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1971 Declaration on Southeast Asia as a Zone of Peace, Freedom and 
Neutrality (ZOPFAN), ASEAN agreed its first treaty, the Treaty of Amity 
and Cooperation (TAC). Together, these enabled ASEAN to formulate 
basic norms and principles to govern relations among states in the 
region as well as with external powers. However, political tensions 
between Malaysia and the Philippines prevented a third summit being 
held until 1987 and economic initiatives in these first two decades 
achieved relatively few results.57 Eventually, ASEAN got a new lease of 
life when in 1992 leaders decided to create the ASEAN Free Trade Area 
(AFTA). Thereafter ASEAN leaders met again every three years until 
2001, since when they have held summits annually.

ASEAN’s secretariat initially had limited powers, since national 
governments did not want to cede control over the institution’s 
development.58 Since the mid-1980s, however, successive eminent-
persons groups’ reports have argued that it ought be strengthened—and 
it now has many more powers than a decade ago as well as a broader 
pool of professional staff. However, it still lacks financial and human 
resources,59 and the powers that national agencies have delegated to 
it remain limited to managing the (as-yet-unused) dispute-settlement 
mechanism and monitoring the implementation of the AEC (through 
a scorecard mechanism which is meant to exert peer pressure on 
members when their performance falls short of their commitments). 
The issue of dispute settlement within ASEAN is analyzed in greater 
detail in Box 4.1.

As its agenda has expanded, ASEAN has become a much more 
complex institution. Until the 1980s, it had a simple organizational 
structure involving the five original members and Brunei Darussalam, 
which joined in 1984. Its projects, which focused on economic 
cooperation, were initiated and managed by committees comprising 
government officials. Yet these projects had scarcely any impact 
on Southeast Asia’s growing economic integration, which was 
mostly driven by individual countries’ own liberalization policies and 
supported by increased foreign direct investment (FDI) by multinational 
companies from non-ASEAN economies. However, ASEAN was quite 

57 The key initiatives in the economic field began with the ASEAN Preferential Trade Agreement 
and the ASEAN Industrial Projects in 1977. They were followed by the ASEAN Industrial Joint 
Venture, the ASEAN Industrial Complementation, and other schemes, all with disappointing 
results.

58 The Secretariat was set up in Jakarta, Indonesia, in February 1976 by ASEAN’s foreign 
ministers. 

59 Major ASEAN decision-making bodies, in addition to the Leaders’ Summit, are Senior 
Officials Meetings in various areas and High-Level Task Forces created for specific needs 
and activities. On the limitations of the ASEAN Secretariat, see Severino (2006).
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While the founding document of the 
Association of Southeast Asian Nations 
(ASEAN), the Bangkok Declaration of 

1967, made no mention of a dispute-settlement 
mechanism, the concept appeared for the first 
time in the Zone of Peace, Freedom and Neutrality 
(ZOPFAN) treaty of 1971. Through the Declaration 
of ASEAN Concord, issued at the first ASEAN 
Summit in 1976, members then committed to “rely 
exclusively on peaceful processes in the settlement 
of intraregional differences.” The Treaty of Amity 
and Cooperation (TAC) of 1976 also provided for 
a ministerial-level High Council to settle internal 
disputes among members. In 2001, ASEAN 
introduced new procedural rules allowing for non-
regional signatories involved in a dispute to sit on 
the High Council, an important development that 
paved the way for external powers (the People’s 
Republic of China [PRC] in 2003, France in 2007, and 
the United States in 2009) to accede to the TAC. The 
ASEAN Declaration on the South China Sea (1992) 
and the Declaration on the Conduct of Parties in 
the South China Sea (2002), inked between ASEAN 
and the PRC, also emphasize peaceful dispute 
settlement and the exercise of mutual restraint.

So far, however, ASEAN members have not 
used these dispute-settlement mechanisms. 
Instead, as permitted by the TAC, they have made 
use of dispute settlement in higher jurisdictions 
under global agreements, such as the International 
Court of Justice (ICJ) or the World Trade 
Organization. For example, ASEAN countries have 
asked the ICJ to arbitrate in bilateral territorial 
disputes—between Indonesia and Malaysia over 
Sipadan and Ligitan (2002) and between Malaysia 
and Singapore over Pulau Batu Puteh (2008).

On the economic front, the 2004 ASEAN 
Protocol on Enhanced Dispute Settlement 
Mechanism and the 2007 ASEAN Charter serve as 
a background framework for dispute settlement. 
The ASEAN Charter, in particular, provides a 
comprehensive framework for the settlement of 
ongoing and future disputes. Reinforcing the TAC’s 
principles, the ASEAN Charter authorizes the 
ASEAN Chair and/or its secretary-general to offer 
their good offices to engage in conciliation and 
mediation whenever disputes arise. Unresolved 
disputes and non-compliance with dispute-
settlement arbitrations are to be referred to the 
ASEAN Summit.

Box 4.1. Dispute Settlement in ASEAN

successful in the security and political areas, and it played an important 
role in helping to resolve the Cambodian conflict (Severino 2009).

ASEAN’s ten members remain diverse in terms of their declared 
political and ideological backgrounds, and while the very large 
income gap among them is, on average, slowly closing, some have 
much more advanced economies than others. The group has a very 
broad agenda, and initiatives are taken with the direct involvement of 
political leaders. Meetings of economic and other ministers, prepared 
by senior officials, direct its work. Under the new charter, these are 
now organized into three Councils of Ministers, each charged with 
realizing one of the three pillars of the ASEAN Community, and all 
reporting directly to the ASEAN Summit.
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The ASEAN Charter, introduced in November 2007, establishes ASEAN 
as a rules-based institution with binding legal obligations. It improves 
the organization’s compliance mechanisms, streamlines its decision-
making structure, and extends its dispute-settlement mechanism. Since 
ASEAN is at the core of many regional and subregional schemes, the 
ASEAN Charter’s impact could be felt more widely: it is an important 
step forward not only for ASEAN itself but also for the development of 
Asia’s regional institutions more generally. Some important institutional 
innovations introduced by the ASEAN Charter are discussed in Box 4.2.

The Association of Southeast Asian Nations 
(ASEAN) Charter, which entered into force 
in December 2008, states that the goal of 

economic integration among its members is the 
creation of the ASEAN Economic Community 
(AEC) as a single market and production base by 
2015. To that end, the ASEAN Charter introduces 
new mechanisms to monitor compliance with 
agreements and decisions. It directs the ASEAN 
Secretary-General to monitor compliance with 
dispute-settlement rulings, report on this to the 
ASEAN Summit, and mediate between parties 
to a dispute, if requested. Separately, ASEAN 
economic ministers have drawn up a “scorecard” 
to track compliance with the group’s economic 
agreements and decisions.

The ASEAN Charter also establishes a new 
important body: the Committee of Permanent 
Representatives, charged with guiding and 
supporting the activities of the ASEAN Secretariat and 
other bodies. It tasks ASEAN national secretariats with 
coordinating at a national level the implementation 
of its agreements and decisions. The ASEAN Charter 
also clarifies the group’s decision-making, giving 
ASEAN leaders the authority and responsibility for 
resolving—including by voting—issues that cannot 
be settled by consensus at lower levels. Once the 
Committee of Permanent Representatives is up and 

running, day-to-day decision-making is expected to 
be speedier and more streamlined.

The ASEAN Charter also doubles the number 
of deputy secretaries-general from two to four, with 
the aim of improving the operations of the ASEAN 
Secretariat and the bodies it serves. The designation 
of a single-country chairperson for most ASEAN 
bodies, also provided by the ASEAN Charter, is 
expected to help tighten coordination more generally.

In addition to the existing dispute-settlement 
mechanism for economic issues, the ASEAN 
Charter directs that member countries “maintain 
and establish dispute settlement mechanisms 
in all fields of cooperation.” A High-Level Legal 
Experts Group is currently working out the details 
of such mechanisms. In all cases, disputes are to 
be settled peacefully.

Remarkably for a body founded on the principle 
of non-interference in members’ domestic affairs, 
the ASEAN Charter also establishes an ASEAN 
Intergovernmental Commission on Human Rights, 
whose terms of reference have already been 
adopted and members appointed. The commission 
aims to promote the observance of human rights in 
the region, help build member states’ capacity to do 
so, and monitor compliance with the principles and 
purposes as defined in the ASEAN Charter—which 
include human rights and fundamental freedoms.

Box 4.2. Institutional Innovations Introduced by the ASEAN Charter
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Despite its recent progress, ASEAN still faces many challenges. 
For instance, although national secretariats located in individual 
member countries were strengthened, tasking them with coordinating 
implementation at a national level does not ensure that ASEAN’s 
decisions—and member states’ own commitments—will actually 
be implemented. In addition, while the secretary-general’s role in 
monitoring compliance has been enhanced, the position will continue 
to be non-renewable and rotate alphabetically among member states.60

Reforms are also needed in other areas. The system of equal 
financial contributions has held the secretariat’s operational budget 
hostage to the group’s smallest economies. The consensus rule can 
hamstring decision-making. The ASEAN Secretariat continues to have 
difficulty recruiting qualified staff and thus strengthening its institutional 
capacity, partly on account of the shortness of tenure offered. In the 
absence of a strong central authority, ASEAN continues to rely primarily 
on the collective will of its member states, their perceived national 
interests, and peer pressure to ensure compliance with its agreements 
and decisions.

Creating the AEC and making it a viable instrument to support 
sustainable and equitable growth among ASEAN members is the 
biggest challenge. A majority of Asian opinion leaders interviewed in 
the survey conducted for this study expressed concerns on the capacity 
to start the AEC by 2015 (see Appendix 1). In order to ensure a smooth 
and timely AEC start, ASEAN leaders have agreed to implement several 
liberalization and harmonization efforts and to establish an ASEAN 
Infrastructure Fund with an initial capital of $800 million. At the 2010 
Hanoi Summit they adopted a Master Plan on ASEAN Connectivity. 
This aims to facilitate the realization of the AEC by enhancing regional 
infrastructure development, improving economic efficiency, and 
eventually narrowing the income gap among and within members.

ASEAN Functional Initiatives
ASEAN organizes functional cooperation in Southeast Asia in a wide 
range of areas through various agencies that implement regional 
programs under its umbrella. Examples include the Centre for Energy 
and the Centre for Biodiversity, both of which originate from programs 
undertaken with the European Union (EU) and are governed by boards 

60 In the case of the deputy secretaries-general, two of the positions will continue to rotate 
alphabetically among member states, while the other two will be “openly recruited based 
on merit.”
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made up of ASEAN senior officials and the ASEAN secretary-general. 
Other bodies of this nature include the Earthquake Information Centre, 
the Coordinating Centre for Transboundary Haze Pollution, and the 
Specialized Meteorological Centre in areas related to the environment; 
and the Centre for the Development of Agricultural Cooperatives and 
the Council on Petroleum in areas of industrial development. ASEAN 
has also established its own foundation to handle funding from 
external parties and other contributions from donors. In education and 
capacity building, the group has also established the ASEAN University 
Network and the Insurance Training and Research Institute. Another 
important group in the field of education is the Southeast Asian 
Ministers of Education Organization, which predates ASEAN. This 
also includes Timor-Leste and several advanced countries from the 
Organisation for Economic Co-operation and Development (OECD) as 
associate members.

Among the various functional initiatives for economic cooperation 
introduced by ASEAN so far, AFTA is the most successful one. Launched 
in 1992 to increase the group’s “competitive advantage as a production 
base geared for the world market” (ASEAN 2003), AFTA has worked 
as an effective tool to promote trade liberalization, institutionalize a 
constructive dialogue among its members, and introduce a practice of 
adhering to reciprocal commitments. Earlier proposals for creating a 
free trade area (FTA) led to no results because some ASEAN members 
wished to make their domestic markets more efficient before lowering 
tariff barriers. By the early 1990s, however, ASEAN countries were 
able to remove their major objections as they successfully undertook 
domestic reforms. AFTA was seen as a way to lock in those reforms 
through regional commitments, especially for the most advanced 
members. In the aftermath of the Asian financial crisis of 1997/98 
and in response to the rise of—and increased competitive challenge 
from—the People’s Republic of China (PRC) and India, AFTA’s 
implementation was accelerated. This was followed by the decision 
to establish the ASEAN Community in 2003, which consolidates all 
earlier agreements into a more coherent plan to deepen regional 
integration. In recent years, ASEAN has also signed FTAs with Australia, 
New Zealand, Japan, the Republic of Korea, the PRC, and India. 
Discussions are ongoing to identify common denominators among 
these FTAs and work towards their consolidation under a region-wide 
trade and investment agreement (see Section 4.4).
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Other Functional IRIs in Southeast Asia
This study’s stocktaking covers five additional functional IRIs in 
Southeast Asia: the Brunei-Indonesia-Malaysia-Philippines East 
ASEAN Growth Area (BIMP-EAGA); the Greater Mekong Subregion 
(GMS) Economic Cooperation Program; the Indonesia-Malaysia-
Thailand Growth Triangle (IMT-GT); the Mekong River Commission 
(MRC); and the Southeast Asian Water Utilities Network (SEAWUN). 
All are linked to ASEAN, are building blocks towards achieving the AEC 
mainly through the realization of infrastructure connectivity projects, 
and receive support, in varying degrees, from ADB. Southeast Asia 
also hosts other functional IRIs not included in this inventory, notably 
nongovernmental ones.

The idea of creating “growth triangles” among border areas 
of neighboring countries emerged in the early 1990s as Southeast 
Asia experienced a boom in FDI inflows that spurred economic and 
industrial growth. Countries began to implement programs for regional 
cooperation in developing poles of economic growth across border 
territories. IMT-GT and BIMP-EAGA were inspired by an earlier initiative 
that included Singapore, the state of Johor in Malaysia, and the Riau 
Islands of Indonesia. IMT-GT covers Indonesia’s island of Sumatra, 
Northern Peninsular Malaysia, and Thailand’s southern provinces; 
BIMP-EAGA includes Brunei Darussalam, Eastern Indonesia, East 
Malaysia, and Southern Philippines.

Formed in 1993, the IMT-GT aims to promote economic growth 
in some of the least-developed provinces of Indonesia, Malaysia, and 
Thailand by mobilizing public and private sector funds to make the most 
of local endowments, especially natural resources. It aims to facilitate 
the flow of goods and services to lower costs and exploit economic 
complementarities within the subregion (Severino 2009). The Centre 
for IMT-GT Subregional Cooperation, located within Malaysia’s 
Economic Planning Unit in the Prime Minister’s Department, serves as 
its secretariat.61 Its strategies and projects for 2007–2011 are set out in 
the IMT-GT Roadmap for Development adopted at the second summit 
of political leaders in 2006. A blueprint for projects’ implementation in 
2012–2016 is expected to follow. IMT-GT leaders’ meetings are usually 
organized back-to-back with ASEAN ones.

The BIMP-EAGA initiative was launched in 1994 with a similar 
purpose of encouraging development in poorer provinces, notably by 

61 Malaysia’s federal government is funding the budget of the Centre for IMT-GT Subregional 
Cooperation for five years, until 2013.
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promoting trade, tourism, and environmental protection.62 The BIMP-
EAGA Facilitation Center, established in 2003 in Kota Kinabalu, Malaysia, 
functions as the group’s secretariat, coordinating its operations and 
supporting the implementation of its activities. BIMP-EAGA’s Business 
Council promotes private-sector participation in its operations and 
governance. Member countries’ participation in the initiative is ensured 
through national secretariats, while the main intergovernmental 
consultative forum and platform for cooperation is the annual BIMP-
EAGA Senior Officials and Ministers Meeting. BIMP-EAGA’s current 
operations are guided by the Roadmap to Development (2006–2010). 
This focuses on (i) promoting tourism, trade, and investment in priority 
sectors, especially in projects with high impact on the development 
of small and medium enterprises; (ii) managing natural resources, 
protecting biodiversity, and promoting sustainable development; 
(iii) developing infrastructure to facilitate regional economic integration; 
and (iv) strengthening institutional development.

The GMS is a program launched and largely funded by ADB that 
adopts a more comprehensive approach to subregional development 
than IMT-GT or BIMP-EAGA. Started in 1992 to promote economic growth 
through closer economic linkages, GMS now covers a wide range of 
activities. These include cross-border projects to develop infrastructure 
(in transport, energy, and telecommunications), facilitate trade, promote 
agriculture and tourism, facilitate private sector development, protect 
the environment, and build capacity for human resource development. 
Covering the territories of the Mekong river basin, it links the PRC’s 
Yunnan Province and Guangxi Zhuang Autonomous Region with five 
ASEAN members: Cambodia, Lao People’s Democratic Republic (Lao 
PDR), Myanmar, Thailand, and Viet Nam. As the GMS includes the four 
poorest ASEAN countries, it is a program that supports the narrowing of 
income gaps within the subregion, thereby complementing—from an 
ASEAN perspective—the Initiative for ASEAN Integration.

The GMS program’s institutional structure is increasingly directed 
and organized by its member countries. In addition to an annual 
ministerial conference, three summits among GMS leaders have been 
organized. An action plan was introduced in 2004 at the 13th Ministerial 
Conference in Vientiane, Lao PDR, to implement GMS activities in the 

62 This proposition refers in particular to Malaysia’s Sabah and Sarawak; Indonesia’s 
Kalimantan, Sulawesi, and Irian Jaya; and the Philippines’ Mindanao and Palawan. These 
regions are in strategic proximity to each other, relatively distant from their national 
capitals, but at the same time very rich in natural resources.
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strategic framework for 2002–2011.63 A total of $11 billion has been 
spent on GMS projects, focusing on priority regional infrastructure, 
such as the upgrading of the Phnom Penh–Ho Chi Minh City highway 
and the East-West Economic Corridor that will eventually extend from 
Myanmar’s coastal areas on the Andaman Sea to Da Nang in Viet Nam. In 
addition to the traditional focus on strengthening subregional transport 
connectivity, a new generation of projects under consideration seeks 
to deepen economic integration and sustainable competitiveness, as 
well as promoting a closer sense of community among GMS members. 
The GMS strategic framework for 2012–2022 is expected to reflect this 
change in priorities and focus on environmental and software aspects 
of regional cooperation.

Established in 1995 by the governments of Cambodia, Lao PDR, 
Thailand, and Viet Nam, the MRC seeks to promote cooperation in 
ensuring the sustainable development of the Mekong River basin, with 
the PRC and Myanmar as dialogue partners.64 Its four members have 
agreed to jointly manage their shared water resources in the Mekong 
and jointly develop the river basin’s economic potential. The MRC also 
helps its member countries achieve the UN Millennium Development 
Goals. Its secretariat provides technical and administrative support 
to the MRC’s Council and Joint Committee, its other two major 
institutions. The secretariat’s main office is in Vientiane, Lao PDR, 
with an additional office in Phnom Penh, Cambodia. The leaders 
of MRC countries met for their first summit in April 2010 in Hua Hin, 
Thailand, where they signed the Mekong Agreement. This recognizes 
the strategic importance of regional cooperation for the sustainable 
management of water resources to promote economic and social 
development in the river basin. 

The SEAWUN is an organization of national water associations 
and water supply and sanitation utilities from Indonesia, Lao PDR, 
Malaysia, the Philippines, Singapore, Thailand, and Viet Nam. It was 
established with ADB support in 2002 and provides training programs 
as well as promotes information exchange among its members.

63 The three GMS leaders’ summits were organized in 2002 in Phnom Penh, Cambodia, in 
2005 in Kunming, PRC, and in 2008 in Vientiane, Lao PDR.

64 Due to its vital environmental and economic importance, the Mekong River basin has a 
long tradition of international cooperation: the UN has funded the activities of the Mekong 
Committee since 1951.
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4.3. IRIs in Other Asian Subregions
Central Asia. This is the only subregion in Asia that lacks an indigenous 
overarching institution. As Central Asian countries that emerged from 
the breakup of the Soviet Union had to focus on building (or rebuilding) 
their national identities, regional cooperation has struggled to become 
the priority it ought to be. Even so, recent progress has been substantial.

None of ADB’s members from Central Asia—Armenia, Azerbaijan, 
Georgia, Kazakhstan, the Kyrgyz Republic, Tajikistan, Turkmenistan, 
and Uzbekistan—host the secretariat of a major regional IRI: the 
Eurasian Economic Community (EurAsEc) is based in Moscow, Russian 
Federation, the Shanghai Cooperation Organisation (SCO) in Beijing, 
the PRC, and the Economic Cooperation Organization (ECO), which 
bring together non-Arab Islamic countries, in Tehran, Iran. Central Asia 
is, however, home to three functional IRIs—the CAREC Program, the 
International Fund for Saving the Aral Sea (IFAS), and the United Nations 
Special Programme for the Economies of Central Asia (SPECA).65

A program involving a partnership between eight countries 
and six multilateral institutions, CAREC has evolved into the most 
effective functional IRI in Central Asia by adopting a gradual strategy 
and encouraging ownership by member countries, and thanks to the 
deployment of substantial resources from ADB, including financial 
and staffing support. Other factors behind its success are that it 
presents no serious threat to the sovereignty of its members, and 
that the membership of a large neighbor (the PRC) is welcomed 
rather than feared. While ADB, as the lead institution, has devoted 
considerable effort to acting as CAREC’s secretariat,66 the presence 
of other major multilateral institutions brings in potential donors 
and alleviates concerns of domination by an outside body. CAREC’s 
activities aim to improve connectivity, share natural resources more 
efficiently, shorten transit times across national borders for traded 
goods, and introduce clear, consistent trade regimes. In 2006, it 
adopted its Comprehensive Action Plan that proposed a results-
oriented program with tangible targets and outputs, based on country 
ownership, pragmatic approaches, and mutual accountability, and 
focused on four priority areas: transport, trade facilitation, trade policy, 
and energy (Pomfret 2009).

SPECA has so far had less impact in promoting regionalism 
in Central Asia. Its main agenda includes encouraging industrial 

65 These institutions are discussed at length in Pomfret (2009).
66 ADB has a dedicated unit to CAREC within its Central and West Asia Regional Department.
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restructuring and competition, facilitating energy and water-resource 
management, attracting FDI, and developing infrastructure, especially 
in transport and communication. Although two UN commissions (that 
for Europe and that for Asia and the Pacific) support SPECA, it lacks 
financing and dedicated SPECA offices in either of them. In 2005, 
SPECA embarked on institutional reforms to improve its performance 
(Pomfret 2009).

While the environmental catastrophe resulting from the gradual 
disappearance of the Aral Sea is IFAS’s raison d’être, its effectiveness 
has been hampered because many Central Asian governments have 
failed to make its agenda a national priority. Regional governments 
have scarcely begun to address matters of principle, let alone the 
difficult and highly political issue of how to share scarce water supplies. 
Poor governance has also resulted in corruption problems, alienating 
external donors and causing funding for IFAS to dry up (Pomfret 2009).

Northeast Asia. Until recently, economic cooperation in Northeast 
Asia was mostly driven by a few functional initiatives, although 
countries have also acted through the Six-Party Talks to address 
security concerns related to the Democratic People’s Republic of Korea 
(DPRK). Wider and more ambitious cooperation programs have lagged 
behind other subregions because of remaining historical animosities 
among regional members and a preference for bilateralism. However, 
the PRC, Japan, and the Republic of Korea have started to strengthen 
their economic cooperation initiatives within ASEAN+3 (described 
in Section 4.4), which was formed in response to the 1997/98 Asian 
financial crisis. While leaders of these “Plus Three” countries have 
been meeting on the sidelines of ASEAN+3 meetings since 1999, they 
also formalized their higher-level cooperation in December 2008 with 
the launch of the Trilateral Summit (TS), an embryonic but promising 
overarching IRI.

The TS has already spurred cooperation among think tanks in the 
three countries to explore modalities for economic cooperation, including 
the desirability and feasibility of a free trade area.67 Since the first official 
meeting of leaders from the three TS countries in 2008, the group’s 
agenda has expanded to include security and environmental protection. 
The PRC, Japan, and the Republic of Korea have also committed 80% 
of the funding for the Chiang Mai Initiative Multilateralization (CMIM) 
and, given their economic importance, are likely to play a key role in the 

67 Kikuchi (2009) argues that a successful Trilateral Summit could supplant the ASEAN+3 or 
EAS as the focus of regional integration, while cautioning that it is an institution that is still 
in search of identity.
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development of broader region-wide institutions. However, it remains 
to be seen whether they can set aside their nationalist differences and 
strengthen the TS into a viable subregional IRI.

The wider Northeast Asian subregion has witnessed limited 
functional cooperation to promote economic development through 
the Greater Tumen Initiative (GTI). Supported by the United Nations 
Development Programme, the GTI brings together the PRC, the Republic 
of Korea, Mongolia, and the Russian Federation, while Japan has observer 
status. The UN secretariat responsible for the GTI is based in Beijing, PRC. 
While the GTI was not very active in its first decade, more recently GTI 
leaders have identified four energy-based activities as key components 
in its Strategic Action Plan for 2006–2015: energy policy coordination 
and cooperation; capacity building; enhancing transparency; and 
partnership building. GTI activities are carried out through the help of 
energy commissions, financial institutions, research institutes, and 
other relevant bodies (Gulidov 2009). While the GTI has great economic 
potential, political divisions and the DPRK’s attitude towards nuclear 
policy make cooperation quite difficult. The broader question is whether 
by creating structures for dialogue and efforts to undertake concrete 
projects, GTI has the potential to become a confidence-building process 
that improves the political environment in the subregion.

Pacific Islands. The South Pacific Commission was the first formal 
regional arrangement in Asia and the Pacific. It was established in 1947 
by the region’s colonial powers to coordinate research on economic 
and social development. Now known as the Secretariat of the Pacific 
Community (SPC), its membership includes all 22 independent states 
and territories in the Pacific region plus Australia, France, New Zealand 
and the United States (US). While it is overseen by a governing council 
consisting of heads of state and government, it remains a non-political 
body that specializes in providing technical advice, including data on 
economic and social development and the management of natural 
resources.

The subregion’s overarching institution is the PIF—previously 
known as the South Pacific Forum. It is the forum where political 
decisions are taken and its membership is limited to 16 sovereign 
states. Its annual Forum Leaders Meeting seeks to develop collective 
responses to regional issues. Decisions are reached by consensus. The 
Pacific Islands Forum Secretariat (PIFS), based in Suva, Fiji Islands, 
develops policies and a work program based on leaders’ decisions and 
is also charged with their implementation. The PIFS grew out of the 
South Pacific Bureau for Economic Cooperation (SPEC), an organization 
founded in 1973 to foster economic cooperation and trade in the region.
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The PIFS has a stronger mandate from national governments than 
the ASEAN Secretariat. In addition to its role in harmonizing regional 
positions on various political and policy issues, the PIFS has technical 
programs that cover economic development, transport, and trade. 
It has four divisions—development and economic policy; trade and 
investment; political, international, and legal matters; and corporate 
services—each with direct responsibility for a range of programs to 
improve the capacity of PIF member countries and coordinate action 
on matters of common interest. PIFS has a secretary general, and 
its activities are overseen by a governing body, the Forum Officials 
Committee, made up of PIF government representatives.

The PIF’s agenda focuses on schemes to pool resources across the 
Pacific’s often tiny states. Priorities include infrastructure development 
and regional connectivity. Implementation is undertaken by functional 
IRIs such as the SPC, the Pacific Islands Applied Geoscience 
Commission (SOPAC), and others. PIF members have formed free-
trade agreements, namely the Pacific Agreement on Closer Economic 
Relations (PACER) and the Pacific Island Countries Trade Agreement 
(PICTA). However, as their implementation has been less successful 
than planned, PIF members have responded by seeking to consolidate 
the activities of IRIs in the Pacific through the creation of the Pacific 
Plan—an overarching agreement endorsed by PIF leaders in 2005 
to unite the region’s trade-integration efforts (PACER and PICTA) 
and to promote broader development aspirations. The Pacific Plan 
has also proposed consolidating the subregion’s IRIs into a regional 
organization structure based on three pillars: a political one based on 
PIF, a technical one focused on SPC, and an academic one comprising 
institutions such as the South Pacific Board for Educational Assessment, 
and the University of the South Pacific (Chand 2009).

The study’s stocktaking exercise counts five functional IRIs in 
the Pacific that play a role in developing and implementing regional 
cooperation programs. These institutions tend to focus on specific 
areas of cooperation, such as fisheries (the Forum Fisheries Agency—
FFA), the environment (the Pacific Regional Environment Programme—
SPREP), applied geoscience (SOPAC), and tourism (the Pacific Tourism 
Organization), in addition to technical support provided by SCP in 
several areas. Not all are delegated tasks by the PIF, although some 
emerged as offshoots from it. All these functional institutions rely heavily 
on donor funding and are therefore beholden to the agendas of their 
major sponsors. They often compete for the same sources of funds, 
shifting accountability for deliverables from clients to donors. The PIF 
Secretary General—who serves as the permanent chair of the Council 
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of Regional Organisations in the Pacific (CROP), which includes these 
five IRIs—reports on their activities to the PIF Summit.

Since the regional architecture in the Pacific includes a panoply of 
institutions that have sprung up in response to emerging needs rather 
than by design, the CROP has an important role to play in ensuring 
regional coherence and the consistency of various initiatives and 
programs that promote regionalism. In particular, the CROP conducts 
a review of Pacific IRIs’ effectiveness under the Regional Institutional 
Framework. This exercise, started as one of the initiatives to implement 
the Pacific Plan, seeks to develop an effective feedback mechanism 
which in many respects appears to be more systematic than ASEAN’s 
ad hoc review processes (Chand 2009).

South Asia. South Asia’s overarching IRI is SAARC, which includes 
Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, and Sri Lanka, 
plus Afghanistan (which joined in 2007). Launched in 1985 as South 
Asian Regional Cooperation (SARC), SAARC has a secretariat located 
in Kathmandu, Nepal. SAARC’s creation has been described as “an 
act of faith” given the absence of a shared security threat and the 
extremely low levels of intraregional trade and investment (Baru 
2009). Tensions and conflicts in South Asia remain a major obstacle to 
regional cooperation.

SAARC began life as a low-profile intergovernmental institution, 
served by a small secretariat. Its founding charter provides for an 
annual leaders’ summit, but does not explicitly define its function. 
The Council of (Foreign) Ministers is entrusted with formulating 
policies, reviewing progress, and making decisions on new areas of 
cooperation, as well as establishing implementation mechanisms as 
necessary. It is assisted by a standing committee consisting of senior 
officials from members’ foreign ministries. Technical committees 
implement, coordinate, and monitor the progress of SAARC’s activities. 
This is similar to ASEAN’s early institutional structure.

Until 1991, SAARC’s role in trade liberalization was practically 
nonexistent. With the SAARC Preferential Trading Arrangement 
(SAPTA), signed in 1993 and entered into force since 1995, SAARC 
has gathered momentum by focusing on opportunities for economic 
cooperation and collaboration with civil society. The SAARC Secretariat 
also prioritizes regional connectivity and human development, while 
it has more recently started to play a role in coordinating members’ 
policy responses to external shocks such as the 2008/09 global crisis. 
However, the implementation of SAARC’s South Asia Free Trade Area 
(SAFTA), signed in 2004 and entered into force since 2006, has so far 
done little to boost intraregional trade.
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Based on a recommendation from an eminent-persons group, 
SAARC has started working towards the formation of a more effective 
free trade area by 2016. Under an early-harvest program, India, 
Pakistan, and Sri Lanka have reduced customs duties on imports from 
least-developed countries to below 5% from January 2009. Especially 
since the 1980s, all SAARC economies have introduced trade policy 
and other reforms and become more outward-oriented. However, 
SAFTA faces many hurdles, not least political ones (such as the refusal 
by Pakistan and Bangladesh to grant India transit rights).

SAARC’s technical committees (and working groups) bring 
together experts from member countries in areas such as infrastructure, 
science and technology, human development, and energy. A key 
institutional innovation is the creation of 13 “regional centers”—all 
offshoots of SAARC—which focus on specific programs to facilitate 
regional cooperation at the ground level. Each center’s capital cost and 
administrative budget are borne by the respective host country, which 
gives them a degree of autonomy, while program budgets are shared 
by all member governments in proportion to their gross domestic 
product (GDP). These regional centers are overseen by the SAARC 
Secretariat, which reports on their activities to the SAARC Summit. 
The centers’ activities are approved by the Program Committee and 
the SAARC Summit, while implementation responsibility rests with 
host-country governments. Ostensibly, then, SAARC involves rather 
extensive delegation to separate institutions. Baru (2009) argues that 
the proliferation of these regional centers seems to be a reaction to 
the slow progress of SAARC itself. Box 4.3 considers how trade within 
South Asia and with East Asia might be liberalized.

To sum up, there are many IRIs in the five subregions of Asia 
and the Pacific. All have an overarching IRI except Central Asia, 
where a functional IRI is at the center of regional cooperation. While 
subregional IRIs have achieved a lot, politics and capacity constraints 
remain big hurdles to closer cooperation.

4.4. Intraregional Institutions
In the wider Asian context, this study’s stocktaking exercise identifies 
11 intraregional IRIs: two overarching and nine functional. By gathering 
as members of an intraregional IRI, Asian countries belonging to 
different subregions create new “regional identities” and “bridges” 
across subregions. While the ambitiousness of intraregional IRIs’ 
objectives varies, they tend to maintain loose institutional structures 
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The efforts of the South Asian Association for 
Regional Cooperation (SAARC) to liberalize 
trade among its members and with other 

countries could be made more effective in several 
ways. First, SAARC’s liberalization agenda, such 
as the offer of duty-free access to developing 
countries, could be fast-tracked, a measure 
that India has already taken. Second, countries 
could harmonize testing and certification as 
well as promote the mutual recognition of 
technical standards. Trade facilitation also offers 
substantial gains. Trade and transit arrangements 
between India and Bangladesh, Nepal, Bhutan, 
and Pakistan, as well as between Bangladesh, 
Nepal and Bhutan, and between Pakistan and 
Afghanistan, could be greatly improved. All forms 
of transport infrastructure also need improvement. 
There is potential as well for liberalization and 
increased trade in services and even energy. Cross-
border investment should also be liberalized—
India is already a significant investor in Sri Lanka 
and Nepal, while Sri Lankan companies are also 
expanding their investment in India.

While trade and economic relations between 
South and East Asian countries have recently 
increased (see Chapter 2), they remain limited, for 
several reasons. First, despite some liberalization, 
trade and investment regimes in the SAARC 
region are still restrictive, with tariffs, quantitative 
restrictions, non-tariff barriers, and limits on 
foreign direct investment (FDI). Second, domestic 

reforms have not occurred fast enough and many 
institutional and systemic constraints remain. 
Examples include taxation issues, labor laws, 
entry and exit problems, complicated procedural 
laws, credit shortages, skills shortages, poor 
power and transport infrastructure, and policies 
that discourage the transitions from rural to urban 
areas and informal businesses to formal ones. The 
SAARC region performs poorly in many governance 
and “doing business” surveys, underlining the 
need for domestic and internal reforms.

Manufacturing is also a much lower share of 
the economy in most South Asian countries than it 
is in East Asia. Manufacturing growth is constrained 
by the institutional problems mentioned above. 
Reforms are needed to attract FDI to South Asia and 
ensure that South Asian countries become more 
integrated into the global manufacturing supply 
chains that involve East Asian countries. There is, 
however, limited evidence of that happening in 
sectors such as electronics, automobiles, textiles 
and garments, and chemicals. FDI is also important 
as it can ease supply rigidities in smaller South 
Asian economies. Policy cooperation could play an 
important role in integrating East and South Asia’s 
manufacturing sectors as agreements on trade 
facilitation can fast-track integration through mutual 
recognition of standards, accreditation, elimination 
of non-tariff measures, and introduction of trade 
financing programs, as well as the introduction of 
special business visas.

Box 4.3. Liberalizing Trade within South Asia and with East Asia
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and received few delegated powers from national agencies, usually 
limited to deliberative functions. They also tend to remain based on 
consensus, with generally weak or non-existent secretariats (Tan 
2009b).

ASEAN+3 and the EAS, the two overarching intraregional IRIs 
analyzed in this study, are both part of ASEAN’s institutional complex.68 
The processes established to manage these two institutions fall in large 
part under ASEAN’s operational structure and are serviced by units 
created within the ASEAN Secretariat. While ASEAN’s importance 
is enhanced by its balancing function among big regional players 
such as the PRC and Japan, those big players also shape the agenda 
of ASEAN+3, as does the Republic of Korea. Within the EAS, India 
is also important, as is Australia. The EAS connects countries from 
four different subregions—Southeast, Northeast, and South Asia, plus 
Oceania—going beyond the East Asia-only members of ASEAN+3. In 
a sense, then, the creation of EAS in December 2005 can be seen as a 
first step towards a broader pan-Asian institution.

This study identifies ESCAP and ADB as the only two existing pan-
Asian IRIs (discussed in the next section). While the Central Banks of 
South East Asia, New Zealand, and Australia (SEANZA) brings together 
20 countries and 24 central banks covering different Asian subregions, 
it lacks members from Central Asia. The importance of developing 
new pan-Asian institutions and forums is discussed in Chapter 6.

Intraregional functional IRIs include different types of groups 
promoting economic development and cooperation such as the Bay of 
Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation 
(BIMSTEC), the Economic Cooperation Organization (ECO), and the 
Shanghai Cooperation Organisation (SCO); institutions for financial 
cooperation such as the ASEAN+3 Macroeconomic Research Office 
(AMRO), the Credit Guarantee and Investment Facility (CGIF), the 
Executives’ Meeting of East Asia Pacific Central Banks (EMEAP), and 
SEANZA, as well as agencies providing regional public goods such as 
the Coral Triangle Initiative (CTI) and the Network of Asian River Basin 
Organizations (NARBO). A brief discussion of these institutions is offered 
after reviewing Asia’s overarching intraregional IRIs.

68 The idea of an “ASEAN complex” of institutions is from Haggard (2009). 
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Overarching Intraregional IRIs
ASEAN Plus Three (ASEAN+3). ASEAN+3 is the IRI most representative 
of East Asia geographically, since the PRC, Japan and the Republic of 
Korea participate actively with the ten ASEAN countries to promote 
regional cooperation and integration in the wider East Asian region. It is 
Asia’s most advanced intraregional venture: it has pursued collaboration 
in 20 or more areas, notably financial matters, giving grist to the 
suggestion that it ought to continue serving as East Asia’s “integrative 
center” and vanguard institution for regional integration (Dent 2009). 
However, the ASEAN+3 process remains weakly institutionalized: 
it does not have its own secretariat and only a small unit in the ASEAN 
Secretariat is in charge of addressing ASEAN+3 matters.

ASEAN+3 has diverse origins. The idea of creating an East Asian 
regional grouping—initially named the East Asian Economic Group 
(EAEG), and subsequently changed to the East Asian Economic 
Caucus (EAEC)—was first mooted in 1990 by the then Prime Minister 
of Malaysia, Mahathir Mohamad. Beyond a few informal exploratory 
meetings, the EAEG or EAEC did not materialize, in part due to APEC’s 
growth momentum, but also because the confrontational manner in 
which Prime Minister Mahathir at times pushed the idea did not help 
his cause.

Coordination among ASEAN countries and the PRC, Japan, and 
the Republic of Korea for the ASEM process paved the way for an 
embryonic regionalism at the East Asia–wide level. In the wake of the 
1997/98 Asian financial crisis, the need for closer financial cooperation, 
regional solidarity, and a stronger regional voice in the international 
arena was increasingly felt. ASEAN took the initiative by inviting the 
heads of state/government of the three Northeast Asian countries to 
its 1997 summit. The ASEAN+3 process was formalized in 1999 with 
an agenda initially focused on financial cooperation. In this area, the 
two main initiatives that have emerged from the ASEAN+3 process are 
the Chiang Mai Initiative (CMI) and the Asian Bond Markets Initiative 
(ABMI), discussed in Chapter 2 (Arner 2009, Gochoco-Bautista 2009).

The CMI, a bilateral swap arrangement among Asian currencies 
involving the region’s monetary authorities, was established in 2000 
to deal with liquidity shortfalls and short-term balance of payments 
difficulties. The transformation of bilateral swap arrangements 
into a single contractual, multilateral agreement, through the CMI 
Multilateralization (CMIM) process, has raised the prominence 
of ASEAN+3, with important implications in terms of the greater 
institutionalization of East Asia’s IRIs. At their May 2009 summit in Bali, 
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Indonesia, ASEAN+3 finance ministers reached agreement on all the 
main elements of the CMIM governance—as Chapter 2 details. The 
relative contribution shares and voting power of each member were 
decided and the size of its reserve pool was increased from $80 billion 
to $120 billion (with the “Plus Three” countries contributing 80% and 
ASEAN countries the remaining 20%). The CMIM officially came into 
effect on 24 March 2010 and in early May ASEAN+3 finance ministers 
decided to create the CMIM regional surveillance agency, the ASEAN+3 
Macroeconomic Research Office (AMRO), which is expected to 
become operative from May 2011 (see below and Chapter 2).

The ABMI, which began in 2002, was designed to promote 
the development of local currency–denominated bond markets, 
strengthen Asia’s financial market infrastructure, and increase access 
to regional bond markets by Asian investors. In particular, ABMI seeks 
to develop more efficient, diversified, and liquid capital markets in the 
region so as to better meet its investment needs and boost economic 
development (see Chapter 2).69

The ASEAN+3 process has also facilitated regional cooperation 
in trade and investment. For example, at the ASEAN+3 summit in 
2001, the PRC and ASEAN formally announced that they would start 
talks on a free trade agreement. The Republic of Korea used the 
same summit to propose a free trade area spanning East Asia, while 
the PRC proposed the establishment of an East Asia Free Trade Area 
(EAFTA) involving all ASEAN+3 economies, as well as a trilateral 
FTA for Northeast Asia comprising PRC, Japan, and the Republic of 
Korea (Stubbs 2002). Progress towards an EAFTA has, however, been 
slow; at the 2009 ASEAN+3 summit, feasibility studies were still being 
considered (ASEAN 2009c). Consolidating the tangled noodle bowl of 
FTAs into a single East Asia–wide FTA would benefit the region but 
remains a challenge.

East Asia Summit (EAS). In December 2005, an enlarged “East 
Asian” process came into existence with the creation of the EAS, 
extending the membership of ASEAN+3 to include Australia, India, 
and New Zealand (hence why EAS is also known as ASEAN+6). The 
EAS is a deliberative, consensus-based and process-oriented IRI that 
remains weakly institutionalized. Like ASEAN+3 and ARF, it does not 
have its own secretariat, relying instead on ASEAN’s.

69 Meanwhile, however, many Asian developing economies—notably the PRC and India—have 
not yet fully deregulated their capital accounts, creating an obstacle to the development of 
regional financial markets.
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At its first summit it was agreed that the EAS would be a leaders-led 
dialogue process on strategic issues affecting the region. Its agenda has 
since expanded rapidly to include energy, trade, and climate change 
issues. More recently, there has been discussion about expanding the 
EAS to include the United States and the Russian Federation.

Key players in the region have been discussing the division of labor 
among institutions with overlapping memberships, such as ASEAN, 
ASEAN+3, and the EAS. It has been suggested that ASEAN take the 
lead in regional infrastructure development, ASEAN+3 in financial 
sector development and regional cooperation, and EAS in trade and 
investment cooperation through the proposed creation of a wide 
regional free trade zone, or the Comprehensive Economic Partnership 
in East Asia (CEPEA).

Functional Intraregional IRIs
Bay of Bengal Initiative for Multi-Sectoral Technical and Economic 
Cooperation (BIMSTEC). BIMSTEC was established in 1997 following a 
proposal by Thailand to help link the Southeast and South Asian regions. 
Its members include Bangladesh, Bhutan, India, Myanmar, Nepal, 
Sri Lanka, and Thailand. Pakistan, Afghanistan, and the Maldives are the 
SAARC countries which are not members of BIMSTEC. Thailand created 
an earlier group with three South Asian countries, called “Bangladesh, 
India, Sri Lanka, Thailand Economic Cooperation (BISTEC)” and 
BISTEC’s widening to BIMSTEC can be seen as the conjunction of 
Thailand’s “Look West” policy and India’s “Look East” policy. BIMSTEC 
has no secretariat and its activities are coordinated by Thailand’s foreign 
ministry, but preparations are being made for the establishment of a 
permanent secretariat. Its first summit was held in 2004.

BIMSTEC’s agenda is purely economic, ranging from trade and 
investment initiatives, projects for regional infrastructure development, 
and cooperation to deliver regional public goods. It has so far selected 
13 priority sectors for cooperation, each led by one of the member 
countries, on a voluntary basis. A key area for cooperation is the 
implementation of cross-border infrastructure in areas that represent 
important nodes for economic development and strengthening 
common initiatives to link South and Southeast Asian countries. 
Projects were recently started to improve transport infrastructure and 
logistics and facilitate the flow of cross-border trade among member 
countries. A BIMSTEC trade negotiations committee has also been 
established to pave the way for an eventual free trade area.
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Economic Cooperation Organization (ECO). Founded in 1985 
by Iran, Turkey, and Pakistan as a group of non-Arab Islamic countries, 
ECO was expanded in 1992 after the Soviet Union’s dissolution. It now 
also includes six Central Asian countries—Azerbaijan, Kazakhstan, 
the Kyrgyz Republic, Tajikistan, Turkmenistan, and Uzbekistan—plus 
Afghanistan. ECO’s highest policy and decision-making body is the 
Council of (Foreign) Ministers, which meets annually. Its organizational 
structure also includes a Council of Permanent Representatives, a 
Regional Planning Council, and a General Secretariat consisting of six 
directorates under the supervision of the Secretary General and deputy 
secretaries general. The General Secretariat (located in Tehran, Iran) 
is also mandated to supervise the nine regional institutes70 and three 
specialized agencies71 that ECO has committed to establish. The few 
that have been established to date are all located in the three founding 
members, outside Central Asia. ECO aims to establish a single market 
for goods and services through progressive trade liberalization among 
its members. However, little progress so far has been made. Pomfret 
(2009) argues that one fundamental obstacle to economic integration 
is the pronounced similarity of ECO economies, which all specialize in 
a small group of primary products.

Shanghai Cooperation Organisation (SCO). SCO was established 
in 2001 and consists of six member countries: the PRC, Kazakhstan, the 
Kyrgyz Republic, the Russian Federation, Tajikistan, and Uzbekistan. 
India, Iran, Mongolia, and Pakistan are observers. Its predecessor, the 
Shanghai Five (which did not include Uzbekistan), was created in 
1996 to restructure the bilateral relationships between the PRC and the 
Soviet Union after the latter was dissolved. SCO’s main functions are 
in the areas of security, energy, and economic cooperation, where the 
PRC acts as a hub for the group (Pomfret 2009). SCO’s secretariat is 
located in Beijing, PRC. Its main organs are the Heads of State Council 
Meeting, the SCO Forum, and the SCO Business Council.

The normative principles followed by the SCO Charter stress, as in 
the case of ASEAN, mutual trust, good neighborliness, and cooperation 
as a model of regional diplomacy and security. The principles of non-
interference, the resolution of problems through mutual consultation, 
and non-use of force are also similar to those followed by ASEAN. In 

70 A trade and development bank, a reinsurance company, a shipping company, an airline, a 
chamber of commerce and industry, a consultancy and engineering company, a supreme 
audit institution, a news agency, and a college of insurance.

71 A cultural institute, an education institute, and a science foundation.
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effect, the so-called “Shanghai way” is the SCO’s equivalent of the 
“ASEAN way” (Caballero-Anthony 2009). While the resolution of border 
disputes was the SCO’s main focus initially, the group has recently 
started to conduct joint military exercises. It has also developed 
a robust security agenda that promotes regional cooperation in 
addressing drug trafficking and organised crime.

Although SCO is not pursuing the creation of a preferential trade 
arrangement among its members, in 2004 it announced the adoption 
of some economic measures, principally financial assistance from the 
PRC to its Central Asian neighbors through bank loans and credits. 
More recently, SCO has actively promoted energy cooperation, with 
the PRC seeking to diversify its energy suppliers in response to the rise 
in the prices of oil and gas.

ASEAN+3 Macroeconomic Research Office (AMRO). The creation 
of AMRO was officially endorsed by ASEAN+3 finance ministers 
during their meeting in Tashkent, Uzbekistan, in May 2010. Singapore 
was chosen as the host country of this new institution, which is 
expected to become fully operational by May 2011 with an office 
of 8–10 professional staff. AMRO’s governance structure and main 
responsibilities were decided during the ASEAN+3 Finance Ministers’  
Meeting in Bali, Indonesia, in 2009.

AMRO’s overall mandate is to conduct macroeconomic research 
and financial surveillance for ASEAN+3 countries with the ultimate aim 
of reviewing and providing an objective assessment of the repayment 
conditions for borrowing from the multilateralized CMI. The declared 
principles underlying AMRO’s surveillance operations are meant to 
facilitate regulatory cooperation, standard harmonization, enhanced 
transparency, and multi-level governance (see Chapter 2 for more 
details).

Credit Guarantee and Investment Facility (CGIF). In April 2010, 
ADB, together with the ASEAN+3 countries, established the CGIF, a 
trust fund aimed at promoting financial stability and boosting long-
term investment in the region. The CGIF totals $700 million, of which 
$570 million comes from ASEAN+3 governments—$200 million from the 
PRC, $200 million from Japan, $100 million from the Republic of Korea, 
and $70 million from ASEAN countries—and $130 million from ADB.

The creation of this new facility is expected to help domestic 
firms tap local currency and regional debt markets. The CGIF will 
thus help to mobilize regional savings to finance regional investment 
and also promote the harmonization of standards and practice for 
bond issuance, helping to integrate regional financial markets (see 
Chapter 2 for more details).
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Executives’ Meeting of East Asia Pacific Central Banks (EMEAP). 
EMEAP was established 1991 among central banks and other monetary 
authorities in East Asia and the Pacific, with the primary objective 
of strengthening the cooperative relationship among its members. It 
has 11 members: the Reserve Bank of Australia, the People’s Bank of 
China, the Hong Kong Monetary Authority, Bank Indonesia, the Bank 
of Japan, the Bank of Korea, Bank Negara Malaysia, the Reserve Bank 
of New Zealand, Bangko Sentral ng Pilipinas, the Monetary Authority 
of Singapore, and the Bank of Thailand. EMEAP plays a significant role 
in central bank coordination and cooperation, working closely with 
regional IRIs, such as ASEAN, ASEAN+3, EAS, ADB, other regional 
institutions such as the European Central Bank, global financial 
institutions such as the Bank for International Settlements (BIS) 
and the Financial Stability Forum, and other international setters of 
financial standards.

EMEAP does not have a formal secretariat. Instead, the member 
hosting the next governors’ meeting is responsible for arrangements. 
The Bank of Japan acts as a coordinating agency. Currently EMEAP 
operates through (i) the governors’ meeting, held annually on a rotating 
host base, (ii) deputies’ meetings and meetings of the monetary and 
financial stability committee, and (iii) meetings of various working 
groups, including ones on financial market development, central 
banking operations, and banking supervision. These three working 
groups define the main areas of cooperation promoted by EMEAP 
(Arner 2009).

One of EMEAP’s most high-profile activities has been the 
promotion of the Asian Bond Fund (ABF) initiative, with the first stage 
launched in 2003, the second in 2004, and future directions currently 
under discussion. By investing in debt securities from Asian countries, 
the aim of ABF is to widen market demand, enable borrowing in Asia’s 
domestic currencies, and reduce, in turn, financial and exchange-rate 
risk by lowering the dependence on non-Asian financial markets. 
While the amounts invested by the ABF have remained limited, the 
initiative has promoted dialogue and created structures for regional 
financial cooperation.

4.5. Pan-Asian IRIs
The two pan-Asian IRIs included in this study’s stocktaking exercise, 
ESCAP and ADB, play an important role in facilitating and driving 
regionalism in Asia and the Pacific, as discussed in the subsection 
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on facilitating institutions in Section 4.1. They function as catalysts in 
areas where countries cannot efficiently perform their activities alone. 
They also promote the institutionalization of regional cooperation by 
providing knowledge products, ideas, and coordination, as well as by 
disseminating information and conducting research on various topics.

ESCAP and ADB have also contributed to the promotion of 
investment and trade in Asia and the Pacific in a variety of ways, 
including the creation of infrastructure networks and the introduction 
of programs for trade and investment facilitation. ESCAP provides 
courses for e-government and ICT training. ADB provides technical 
assistance along the same lines. Both institutions are well placed 
to perform such activities, which prepare the ground for economic 
integration, because of their wide membership, their high-quality staff, 
and the networks they have established.

United Nations Economic and Social Commission for Asia and 
the Pacific (ESCAP). Established in 1947 as the Economic Commission 
for Asia and the Far East to assist members of the region in postwar 
economic reconstruction, ESCAP moved its headquarters to Bangkok, 
Thailand, in January 1949. It is one of the five regional commissions 
created under the Economic and Social Council of the United Nations.72 
The main legislative organ of ESCAP is the commission, which meets 
annually at the ministerial level and reports to the UN Economic and 
Social Council.

ESCAP’s overall objective is to promote inclusive and sustainable 
economic and social development in the Asia and Pacific region, 
with priority accorded to the achievement of the Millennium 
Development Goals. Its major functions are to (i) promote economic 
and social development of its regional members through cooperation 
and integration, (ii) act as the primary UN economic and social 
development forum for the region, and (iii) formulate and promote 
development assistance activities and projects to meet the needs and 
priorities of the region, acting as the executing agency for relevant 
operational projects. The development of regional infrastructure as 
well as trade cooperation and facilitation are the two major areas of 
ESCAP’s contribution to economic integration in Asia and the Pacific. 
Given the wide scope and range of operations, ESCAP has also 
prompted the development of several offspring institutions that further 
facilitate economic integration in the region (Abe 2009).

72 The other four institutions are the Economic Commissions for Europe, Africa, Latin 
America and the Caribbean, plus the Economic and Social Commission for Western Asia.
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ESCAP provided an important early contribution to Asian economic 
integration in the area of regional infrastructure development, by 
identifying efficient and reliable international routes and networks, 
which implied either developing new infrastructure or upgrading 
existing national and international infrastructure. ESCAP started the 
Asian Highway73 in 1959, with the aim of promoting the development 
of international road transport throughout the region, and the 
integrated Asian Land Transport Infrastructure Development (ALTID) 
in 1992, to further strengthen intra- and inter-regional transport and 
communication linkages, including in particular the Asian Highway 
network. In the area of rail transport infrastructure, in the 1960s ESCAP 
initiated the Trans-Asian Railway (TAR) project, aiming to reduce 
transit times for goods and people between countries and regions 
across Asia.

In the area of trade cooperation and facilitation, the 1975 Asia-Pacific 
Trade Agreement (APTA), previously named the Bangkok Agreement, 
is an ESCAP initiative to create a preferential tariff arrangement and 
promote intraregional trade through trade liberalization. With regard to 
trade facilitation, ESCAP assists its member countries through capacity-
building programs that promote the simplification, harmonization, and 
standardization of trade procedures in order to reduce the cost and 
time of cross-border shipments.

ESCAP has also helped establish several other institutions for 
regional integration. The most prominent of such offspring institutions 
is ADB, which took shape from an ESCAP resolution in 1963. Other 
institutions ESCAP helped establish are the Mekong River Commission, 
the Asian and Pacific Centre for Agricultural Engineering and 
Machinery, the UN Asian and Pacific Training Centre for Information 
and Communication Technology for Development, the Asia and Pacific 
Center for Transfer of Technology, and the Statistical Institute for Asia 
and the Pacific.

Asian Development Bank (ADB). As Section 4.1 made clear, 
facilitating institutions play a decisive role by providing financial and 
technical resources as well as institutional support to functional 
institutions. ADB’s role is particularly important. Established in 1966, 
ADB is now mandated to contribute actively to regional economic 
cooperation in Asia and the Pacific. In 1994, the bank adopted a 
regional cooperation policy (RCP) which, for the first time, articulated 
ADB’s approach to promoting regional cooperation. Since then, ADB 

73 Asian Highway Handbook, ESCAP, 2003.
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has supported a growing list of regional and subregional cooperation 
programs: GMS in Southeast Asia, SASEC in South Asia, CAREC in 
Central Asia, the Subregional Economic Cooperation in South and 
Central Asia (SECSCA), and the Pacific Plan.

There are three phases to ADB’s support for regional cooperation. 
First, ADB is expected to raise awareness among its developing 
member countries (DMCs) on the importance of regional cooperation 
through information dissemination, with the overall aim of building 
mutual respect, confidence, and trust. Second, regional projects and 
programs that could yield quick and tangible results are to be identified. 
Third, ADB is to finance cross-border and national projects with a 
significant cross-border or regional dimension. As well as regional 
cooperation and integration, ADB’s Long-Term Strategic Framework 
(2008–2020) identified another four core areas of involvement for the 
ADB: infrastructure, environment, finance sector development, and 
education.

In 2006, ADB adopted a regional cooperation and integration (RCI) 
strategy with four pillars:

1. regional and subregional economic cooperation programs on 
cross-border infrastructure, physical connectivity, and related 
hardware/software;

2. trade and investment cooperation and integration, and 
regulatory coordination;

3. monetary and financial cooperation and integration, and 
macroeconomic and financial stability; and

4. cooperation on regional public goods (clean energy and 
environmental protection, communicable disease control and 
disaster relief, and good governance for transnational crime 
prevention).

These four pillars aim to help reduce poverty in DMCs through 
regional collective action that leads to greater physical connectivity, 
increased trade and investment, enhanced financial systems and 
macroeconomic and financial stability, and improved environmental, 
health, and social conditions.

Under the first pillar, ADB is to provide significant lending and non-
lending operations. To implement the lending programs, ADB provides 
financial assistance and technical expertise to develop the required 
infrastructure software, facilitate trade and investment, coordinate 
and harmonize sector regulations, procedures, and standards, and 
support a range of cross-border policy measures.

Under the second pillar, ADB’s role in trade and investment 
cooperation and integration, which is primarily of a non-lending 
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nature, includes support to regional and subregional forums (such 
as ASEAN, ASEAN+3, SAARC, CAREC, GMS, BIMSTEC, and BIMP-
EAGA) by playing a facilitating role in regional trade and investment 
policy dialogue; capacity and institutional development for DMCs on 
issues related to FTAs and trade facilitation; research and information 
dissemination, including support for establishing a database on FTAs 
in Asia and the Pacific; and building stronger partnerships with other 
stakeholders and institutions that support RCI in trade and investment 
in Asia and the Pacific as well as elsewhere (such as the WTO, World 
Bank, Inter-American Development Bank, Organisation for Economic 
Co-operation and Development [OECD], ESCAP, and Pacific Economic 
Cooperation Council).

Under the third pillar, ADB is intensifying its support for regional 
monetary and financial cooperation and integration. It facilitates 
open and dynamic consultation among all countries and stakeholders 
concerned in order to ensure a broad-based consensus and a greater 
sense of ownership in implementing and managing initiatives related 
to monetary and financial cooperation and integration. All this is 
done through non-lending knowledge products and includes support 
for the regional economic policy dialogue process, for both existing 
organizations (such as ASEAN, ASEAN+3, APEC, and ASEM) and 
prospective ones (under the auspices of regional forums such as 
SAARC and CAREC); capacity building and institutional strengthening 
of DMCs; analysis, research, and information dissemination; and 
partnership building with other stakeholders and/or institutions that 
support monetary and financial integration in Asia and the Pacific and 
elsewhere (International Monetary Fund [IMF], BIS, and the OECD).

For the fourth pillar, ADB’s role focuses on supporting regional and 
subregional policy dialogue and initiatives to protect the environment, 
control communicable diseases (such as avian influenza, HIV/AIDS, 
and SARS), manage the impact of natural disasters, promote clean 
energy and energy efficiency, improve governance, and prevent human 
and drug trafficking; conducting research on these cross-border issues; 
supporting capacity building and institutional strengthening of DMCs to 
respond to cross-border issues; and supporting regional partnership 
building through various regional forums and exchange programs.

Finally, the RCI’s implementation requires adequate resources. 
ADB established the Regional Cooperation and Integration Financing 
Partnership Facility (RCIFPF) in February 2007 to coordinate existing 
and new resources, and facilitate the provision of financial assistance 
for RCI activities on a joint or parallel basis with development partners. 
Resources from partners under this facility are provided through 
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Table 4.3. Resources for RCI under the RCIFPF Framework

Regional Cooperation and Integration Fund (RCIF)

The RCIF was established in 2007. It provides grants for technical assistance, including advisory, project preparatory, and regional 
help. As of December 2009, 58 projects had been submitted for funding with a total requested budget of $59.5 million. Thirty-seven 
projects were selected for funding with a total commitment of $37.5 million, or 94% of the RCIF’s total fund of $40 million.

Investment Climate Facilitation Fund (ICFF)

The Government of Japan and the Asian Development Bank (ADB) signed an arrangement in January 2008 to establish the ICFF as 
a trust fund under the RCIFPF. The total commitment at end-October 2009 was $22.9 million. It aims to promote investments in 
developing member countries (DMCs) and facilitate regional cooperation and integration through the construction of basic infrastruc-
ture, improvements in the investment climate, capacity building, and the promotion of good governance, among other things. The ICFF 
finances or cofinances on a grant basis: technical assistance to the public or private sector for the formulation of a legal and regula-
tory framework, preparation of projects, and advisory services; and grant components of investment projects that contribute directly to 
poverty reduction. In 2008, seven projects were approved totaling $4.3 million. Another seven projects were approved for funding in 
2009, with a total cost of $7.2 million. The total cost of projects approved was $11.5 million, 50% of total commitments.

Poverty Reduction and Regional Cooperation (PRC Fund)

The PRC Fund, the first such fund to be established by an ADB DMC, was established on 25 March 2005 by the People’s Republic 
of China. It aims to strengthen the capacity of developing member countries to reduce poverty through regional cooperation. The 
PRC Fund seeks to advance ADB’s regional cooperation initiatives to accelerate economic growth, spur private-sector development, 
promote peace and order, and provide regional public goods that address regional concerns such as communicable diseases and 
environmental degradation. The fund, totaling $20 million, was given in five equal installments from 2005–2009. As of January 2010, 
40 project proposals totaling $18.4 million were approved, equal to 93% of total commitments.

RCIFPF = Regional Cooperation and Integration Financing Partnership Facility.

Sources: ADB (2005; 2007; and www. adb.org/JRO/funds.asp).

pooled grants through the RCIF, trust funds for RCI, project-specific 
grants under framework agreements to be negotiated with financing 
partners, knowledge provision and exchange, and other forms of 
assistance. The various funds available under the RCIFPF framework 
are listed in Table 4.3.

4.6. Transregional Institutions
Asia’s three main transregional IRIs, all of them overarching, are APEC, 
which straddles Asia and both sides of the Pacific, the Asia-Europe 
Meeting, and the narrower Eurasian Economic Community.

Asia-Pacific Economic Cooperation (APEC). Established in 
1989, APEC is an intergovernmental forum for facilitating economic 
growth, cooperation, trade and investment in the Asia-Pacific region. It 
proceeds on a voluntary, nonbinding, and consensus-oriented basis.74 

74 The 21 member economies are Australia; Brunei Darussalam; Canada; Chile; the People’s 
Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; 
Mexico; New Zealand; Papua New Guinea; Peru; the Philippines; the Russian Federation; 
Singapore; Taipei,China; Thailand; the United States; and Viet Nam. Also see Ravenhill (2002a).
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APEC has an ambitious objective of creating a regional community. 
Community building has been pursued through a wide range of areas 
for cooperation (undertaken by different committees and working 
groups). APEC has an international secretariat, located in Singapore, 
which plays a coordinating role and provides technical and advisory 
support.

Before APEC’s launch, economic cooperation in the wider Asia-
Pacific region was promoted through nongovernmental initiatives. 
The first was the Pacific Basin Economic Council (PBEC), a forum 
for regional business leaders established in 1967 which has been 
in decline since APEC formed the APEC Business Advisory Council 
(ABAC). Another was the Pacific Trade and Development (PAFTAD) 
conference series (since 1968), a forum for policy-oriented academics 
in the region. PECC (initially the Pacific Economic Cooperation 
Conference, later the Pacific Economic Cooperation Council), a 
tripartite consultative body of people from business, government, and 
academic circles in the region, was formed in 1980. All established 
international secretariats, and both PBEC and PECC formed national 
chapters that helped create constituencies for regional economic 
cooperation. All three have played and continue to play overlapping 
supporting and facilitating roles.

Since its first Economic Leaders’ Meeting in Seattle, United 
States (US), in 1993, APEC’s main task has been trade and investment 
liberalization and facilitation. In Seattle, APEC leaders declared that 
they would achieve “free and open trade and investment in Asia 
and Pacific.” A year later, in Bogor, Indonesia, they set a deadline for 
achieving that goal of 2010 for APEC’s developed economies and 2020 
for developing ones (Bogor Goals). In 1995, leaders adopted the Osaka 
Action Agenda, a strategic roadmap for implementing the Bogor Goals. 
In Manila, Philippines, in 1996, leaders agreed that each member 
economy should henceforth submit an annual Individual Action Plan 
(IAP) detailing their actions to meet the Bogor Goals.

The 1997/98 financial crisis and its economic and political fallout 
dealt APEC a huge blow. Early voluntary sectoral liberalization, 
an attempt to open up ostensibly “easy” sectors, also failed. IAPs 
implemented since 1997 have achieved much less liberalization than 
expected. Although APEC economies have liberalized multilaterally 
by implementing on schedule their commitments under the Uruguay 
Round of the General Agreement on Tariffs and Trade (GATT), further 
unilateral liberalization has been limited in coverage and depth.  
With progress on liberalization slow, APEC has shifted its attention 
towards issues such as trade facilitation, capacity building, and  
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behind-the-border regulatory reforms. This agenda shift also 
reflects changes in the business environment, notably the increased 
globalization of trade and investment and the proliferation of 
preferential trade agreements in Asia-Pacific and elsewhere. The 2005 
Busan Roadmap for achieving the Bogor Goals also reflected this shift 
(Yamazawa 2009).

APEC responded in a timely manner to the recent global 
economic and financial crisis. On 15 November 2008 in Washington, 
United States, leaders of the Group of Twenty Finance Ministers and 
Central Bank Governors (G20) agreed to take urgent action to stabilize 
financial markets and to coordinate their macroeconomic policies 
to restore growth and stability—steps the 2008 APEC forum in Lima, 
Peru, strongly supported. The G20 looks likely to be an increasingly 
important forum for managing the world economy. Since nine of its 
members are also in APEC, they could help shape the G20 agenda if 
they coordinated their positions. APEC could also cooperate closely 
with the G20 in tackling other challenges such as environmental 
protection, disaster management, and preventing the spread of 
infectious diseases prevention. However, APEC’s agenda is overloaded 
and over the next decade leaders need to set it new priorities both in 
its traditional arena of trade and investment liberalization and more 
broadly. With the US due to host APEC leaders in 2011—and the US 
president’s evident support—APEC can succeed in doing so.

The year 2010 is the deadline for meeting its mid-term Bogor Goals. 
APEC’s developed economies still maintain trade barriers in sensitive 
sectors but have made fairly good progress on trade and investment 
facilitation (Yamazawa 2009). Its “five plus α” economies are likely to 
graduate from their Bogor Goals process and set a post-Bogor agenda 
to pursue deeper liberalization through a Trans-Pacific Partnership 
(TPP) or FTA for Asia Pacific (FTAAP).75 APEC has already adopted a 
“pathfinder” approach whereby economies that are ready to do so can 
proceed faster than others. Some other economies, including ASEAN 
members once they have completed their AEC agenda, are expected 
to join this “five plus α” group. If APEC moves towards a post-Bogor 
agenda of further liberalization and tackling new cooperation issues, it 
will help ASEAN+3 and EAS move forward too. While it is still unclear 
how ASEAN+3 and the EAS will manage their relationships with 
partners outside their region, APEC can certainly help with countries 
across the Pacific, notably the US. The US could also use APEC to 

75 The “five” are the developed economies of Australia, Canada, Japan, New Zealand, and the 
US, while the α denotes other economies such as Chile; Hong Kong, China; and Singapore 
that are equally qualified.
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ensure that American businesses are fairly treated by ASEAN+3 and 
the EAS without actually joining those organizations.

Finally, it is worth noting that despite APEC’s continued adherence 
to a voluntary, nonbinding system, it has embarked on a limited form 
of accountability: a peer review of the annual submission of members’ 
IAPs. Arguably, this process has created a system of peer pressure to 
nudge member countries toward taking the progressive steps necessary 
for accelerating growth. To be sure, sovereignty concerns remain, and 
the general preference for managing sensitive issues between member 
states at the global rather than regional level still holds.

Asia-Europe Meeting (ASEM). Inspired by APEC, East Asian 
countries have also developed overarching institutions that connect 
them to Europe and Latin America.76 The ASEM began in 1996 in 
Bangkok. The idea for an ASEM has been attributed to Goh Chok Tong, 
the former prime minister of Singapore, who had raised it during a visit 
to Europe in 1994. It won support from Germany and the EU, which 
led to the publication of Towards a New Asia Strategy that envisioned 
strengthening “the Union’s economic presence in Asia in order to 
maintain the Union’s leading role in the world economy.”77

An intergovernmental overarching institution, the ASEM process 
comprises participants from East Asia and the EU.78 The Chairman’s 
Statement from the first summit called for “a new comprehensive Asia-
Europe Partnership for Greater Growth”, one that would “strengthen 
dialogue on an equal basis… through the sharing of perceptions on 
a wide range of issues.”79 ASEM summits are held every two years, 
alternately in Asia and Europe. Heads of state and/or government 
attend, as do accompanying ministers, the head of the European 
Commission and other stakeholders. Complementing the ASEM 
summits are a series of ministerial and working-level meetings, as 
well as a number of activities arising from them. ASEM activities are 
grouped into three pillars: political, economic, and sociocultural.

ASEM leaders have identified the following as areas of shared 
concern and prospective collaboration: strengthening multilateralism 

76 The transregional institution linking East Asia and Latin America, the Forum for East Asia–
Latin America Cooperation (FEALAC), will not be discussed here. Both informal processes 
are similar in that they share a so-called “soft rules framework” (Yeo 2000; Milliot 2004).

77 European Commission (1994: 3).
78 They are: Austria, Belgium, Brunei Darussalam, Bulgaria, Cambodia, the People’s Republic 

of China, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, 
Hungary, India, Indonesia, Ireland, Italy, Japan, the Republic of Korea, Lao People’s 
Democratic Republic, Latvia, Lithuania, Luxembourg, Malaysia, Malta, Mongolia, Myanmar, 
the Netherlands, Pakistan, the Philippines, Poland, Portugal, Romania, Singapore, Slovakia, 
Slovenia, Spain, Sweden, Thailand, United Kingdom, Viet Nam, the ASEAN Secretariat, and 
the European Commission.

79 ASEM (1996: 1).
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and addressing global threats of common concern; globalization, 
competitiveness, and structural changes in the global economy; 
sustainable development with a focus on the UN’s Millennium 
Development Goals; climate change, the environment, and energy; 
and intercultural and interfaith dialogue. After the 1997/98 Asian 
financial crisis, an ASEM Trust Fund was established to finance  
small-scale projects for a limited period. Asia-Europe cooperation 
has not progressed very far, however, partly because the broad (and 
vague) areas enumerated above are accompanied by few (if any) 
specifics (Robles 2007). Even the ASEM Trust Fund is administered 
by an external institution, the IMF. Moreover, the ASEM process has 
indirectly been complicated by institutional enlargement in both 
ASEAN and the EU.

Although ASEM’s formation helped to bridge the perceived cultural 
and political differences between East Asia and Europe, the issue 
of Myanmar has been a sore point. The divide between developed 
and developing East Asia has also complicated cooperative efforts, 
as has the EU’s reluctance to engage in dialogue over reform of the 
international financial architecture. The EU’s decision to embark on 
FTA negotiations with ASEAN in October 2006 was an acknowledgment 
that the ASEM process had failed to deliver on its aims. Indeed, ASEM 
has achieved considerably less than APEC in terms of transregional 
trade. From the Europeans’ viewpoint, by negotiating for an FTA, they 
were merely playing “catch-up” in the wake of a spate of bilateral FTAs 
concluded between individual ASEAN members and Japan or the 
US.80 However, through two nonbinding ASEM frameworks, the Trade 
Facilitation Action Plan (TFAP) and the Investment Promotion Action 
Plan (IPAP), the EU has been able to urge transregional dialogue on 
trade facilitation and investment promotion, through which their Asian 
counterparts have been pressured to revise domestic laws and grant 
market access to European firms (Robles 2007).

Eurasian Economic Community (EurAsEc). EurAsEc—which was 
established in 2000 and includes the Russian Federation and Belarus, 
plus Kazakhstan, the Kyrgyz Republic, and Tajikistan in Central Asia, 
while Uzbekistan has suspended its membership since late 2008—aims 
to capitalize on continuing economic links among the former Soviet 
republics. It originates from an initiative in 1994 to form a customs 
union between the Russian Federation, Belarus, and Kazakhstan, 
which the Kyrgyz Republic and Tajikistan subsequently joined. The 
Central Asian Economic Community (CAEC) formed by Kazakhstan, 

80 On European motivations, see Geest (2004).
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the Kyrgyz Republic, and Uzbekistan in 1994, later renamed Central 
Asia Cooperation Organization (CACO), was in effect subsumed by 
EurAsEc in 2005. EurAsEc has arguably been driven largely by the 
Russian Federation’s desire, and that of some Central Asian countries, 
to keep other major powers out of that region. Its members also share 
problems that provide a strong basis for regional cooperation in areas 
such as trade, water, energy, and perhaps security (Pomfret 2009).

EurAsEc has an Interstate Council consisting of heads of state  
and/or government that meets regularly. It also has an Inter-
parliamentary Assembly, with a secretariat in St. Petersburg, Russian 
Federation, and a Court of Justice in Minsk, Belarus, an institutional 
feature absent in other Asian subregions. EurAsEc also has a number 
of working groups. In 2006, the Russian Federation and Kazakhstan 
established the Eurasian Development Bank, which is formally 
independent but works closely with EurAsEc and became an official 
observer in 2008. In 2009, the Russian Federation and Kazakhstan 
created a $10 billion fund to address the widening income gaps within 
EurAsEc. However, fundamental (political, geopolitical, and economic) 
problems have prevented this regional institution from making much 
progress in promoting regional economic integration (Pomfret 2009).

4.7. Security Institutions
Since the end of the Cold War, security-related institutions in Asia 
and the Pacific have grown. In a sense, most (if not all) overarching 
institutions in the region are security-oriented in that security concerns 
end up on their agendas at some time for a variety of reasons. APEC 
is a good example: in the wake of the 9/11 terror attacks, terrorism 
became the focus of the 2001 forum in Shanghai, PRC, notwithstanding 
its trade agenda. For our purposes, the security institutions of interest 
here are two transregional IRIs—the ASEAN Regional Forum (ARF) and 
the Six-Party Talks (SPT)—and a regional one: the Collective Security 
Treaty Organization (CSTO).

ASEAN Regional Forum (ARF). Comprising 27 members,81 the 
ARF has two stated objectives: fostering constructive dialogue and 
consultation on political and security issues of common interest and 
concern; and contributing to security cooperation in Asia and the 

81 ASEAN-10, Australia, Bangladesh, Canada, the People’s Republic of China, the EU, India, 
Japan, the Democratic People’s Republic of Korea, the Republic of Korea, Mongolia, 
New Zealand, Pakistan, Papua New Guinea, the Russian Federation, Sri Lanka, Timor-
Leste, and the United States. 
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Pacific. More fundamentally, the ARF is a mechanism for ASEAN to 
keep the US engaged in the region, while peacefully engaging a rising 
PRC, encouraging it to become a “responsible” power, and maintaining 
the centrality of ASEAN in the regional security architecture. Its origins 
lie in the ASEAN Post-ministerial Conferences (PMCs), which helped 
transform ASEAN’s relations with its dialogue partners into an informal 
multilateral arrangement.82 With the institutionalization of the PMC 
process into the ARF in 1994, Asia and the Pacific finally obtained a 
security institution that serves the entire region. In 1995, the ARF 
released its Concept Paper, which identified a three-stage approach to 
security cooperation: confidence building, preventive diplomacy, and 
conflict resolution.

Seen as little more than a talking shop, ARF has long remained 
in confidence-building mode, unable to pursue its more ambitious 
goals.83 It is hampered by political and institutional constraints, not 
least the size of its membership, the participation of the world’s major 
powers, and the structural oddity of having ASEAN, a subregional 
grouping of relatively weak states, acting as its fulcrum. Of late, the 
ARF has opted to reformulate its strategy towards practical regional 
cooperation through concrete programs in areas such as disaster-
relief management, maritime security, and counterterrorism (Severino 
2010). However, the ARF has achieved little so far, perhaps because 
of resource constraints. Rather, collaboration is between some 
ASEAN and some non-ASEAN members of the ARF, with a fair bit of 
activity centered on capacity building (Haacke 2009). A former ASEAN 
secretary-general has argued for the formation of a body to execute 
ARF's decisions on dealing with non-traditional security threats 
(Severino 2010).

Six Party Talks (SPT). Established in 2003, the Six-Party Talks 
(SPT)—which bring together the PRC, Japan, the Democratic 
People’s Republic of Korea, the Republic of Korea, the Russian 
Federation, and the US—is an ad hoc framework for negotiations 
on the proposed denuclearization of the DPRK. Launched in August 
2003 in a bid to end the DPRK’s nuclear program through multilateral 
negotiations among its six members, the SPT has two key roles. 
First, it addresses region-specific proliferation dynamics. Second, it 
seeks to enhance global governance by supporting the global non-

82 The role of non-state institutions in promoting security cooperation—in particular, 
nongovernmental, Track 2 policy communities comprising representatives from academia, 
think tanks, media, and the corporate sector (ASEAN-ISIS, CSCAP)—should also be 
acknowledged.

83 Emmers and Tan (2009); Katsumata (2006); Yuzawa (2006).
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proliferation regime through compliance with the norms and rules 
of the Nuclear Non-Proliferation Treaty (NPT) and the International 
Atomic Energy Agency (IAEA).

Some view the SPT as a potential building block for a future 
security institution for Northeast Asia (Smith 2010). In effect, the talks 
have become a multilateral mechanism for dealing with the DPRK, 
short of using force. The SPT also involves five significant regional 
powers actively engaging in preventive diplomatic activities, implicitly 
challenging the ARF as a security institution of significance. It has also 
led the US, the PRC, and Japan to negotiate and revise their policy 
positions in ways the ARF has not been able to accomplish. At present, 
secretariat functions for the SPT are undertaken by the PRC’s Ministry 
of Foreign Affairs.

Collective Security Treaty Organization (CSTO). In May 2002, 
the Collective Security Treaty of the Commonwealth of Independent 
States was renamed the Collective Security Treaty Organization 
(CSTO), with the stated intent of preserving territorial integrity and 
seeking closer cooperation with multilateral institutions such as the 
UN, the Organization for Security and Cooperation (OSCE), SCO, 
and the North Atlantic Treaty Organization (NATO). The CSTO brings 
together the Russian Federation, Armenia, Belarus, Kazakhstan, the 
Kyrgyz Republic, Tajikistan, and Uzbekistan (which joined in 2006). 
A common air-defense architecture and the coordination of foreign, 
security, and defense policies are also part of the CSTO framework. 
Counterterrorism has also been a priority. The Russian Federation 
has, through the CSTO, committed financial and technical resources 
and also supported the OSCE’s initiative to develop projects aimed 
at strengthening security along Tajikistan’s border with Afghanistan. 
Much as in the case of the EurAsEc, the Russian Federation more or 
less defines the organization’s agenda. Due to a lack of political will 
and resource constraints, most CSTO members have not contributed 
in a substantive way to the organization.

4.8. Conclusion
Asia and the Pacific is so vast that it defies easy generalization. Its 
complex regional architecture—a tangled web of IRIs with overlapping 
agendas and memberships—reflects its diverse geography, history, 
ideology, culture, and politics, as well as the influence of events and the 
external players. Tensions between functionally determined (interest 
and/or issue-based) arrangements and the quest for culturally defined 
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(values-based) configurations have added to the complexity (Yu 2003). 
Broadly speaking, though, the region’s institutions are characterized 
by an intergovernmental structure, consensus decision-making, non-
binding rules and commitments, low delegation, weak compliance, 
and robust sovereignty norms.

The evolution of Asia’s IRIs has been mainly ad hoc and reactive, 
with most having emerged in response to specific objectives and 
pressing needs.84 Institutional forms and designs have evolved along 
with changing patterns of sociocultural, economic, and political 
relationships and links. The ARF and ASEAN+3, for instance, have 
emerged from the growing ties between ASEAN and its external 
dialogue partners. The ASEAN Charter emerged from the collective 
willingness of ASEAN member states to “upgrade” their regional 
association in response to emerging economic and political challenges 
(Severino 2009). While Asia’s IRIs ought to be strengthened and the 
regional institutional architecture streamlined, ad hoc arrangements 
have not all been ineffectual. Cementing existing achievements is thus 
a crucial task.

The region’s economic, political, and security architecture is 
evolving, and regional leaders and policymakers have talked about—
and developed plans for—enhancing regional cooperation. Efforts 
such as the Pacific Islands’ Regional Institutional Framework imply 
a growing determination to limit agenda and/or role duplication and 
waste of resources. Regional leaders may need to identify which IRIs 
are the “defining” institutions that can best meet the specific demands 
of a particular challenge. EAS leaders’ affirmation at their 2009 summit 
on ASEAN+3’s role as the “main vehicle” for East Asia community 
building suggests that regional leaders may be making that effort.

84 All the chapters emphasize this point; for detailed analysis, see Chand (2009) and Severino 
(2009).
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Chapter 5

Asia in Context:  
Regional Comparisons

D
espite Asia’s robust economic integration and the 
proliferation of regional institutions and agreements over 
the past decade, misplaced comparisons with other 
regions have cast a shadow over institution building in 
Asia. Europe, in particular, is often held up as a model to 

follow (by those who lament Asian institutions’ limitations in creating 
and enforcing binding obligations), or to avoid (by those who view the 
informality and consensus building of Asian institutions as superior to 
the rule-driven and formal apparatus of European integration).

Yet such interregional sparring over institutional models is 
exaggerated. For one thing, Asia is changing: the Association of 
Southeast Asian Nations (ASEAN) has endorsed a more formal legal 
identity for its core institutions; and the former prime minister of Japan, 
Yukio Hatoyama, proposed an East Asian Community that explicitly 
references the European example of national reconciliation and 
cooperation. Also, Europe is not as different from Asia as it once seemed: 
it has become clear that European governments and electorates remain 
deeply attached to national sovereignty and institutional accountability.

Taking a longer view and a broader sample of regions, Asia no 
longer appears an outlier on all dimensions of regional institution 
building. As Chapter 4 showed, it is hardly bereft of regional 
institutions—and when compared to other developing regions, Asia’s 
institutions may differ more in their design than in their effectiveness. 
Moreover, a systematic, worldwide review of institutions for regional 
integration (IRIs) reveals no single model of regional development 
that Asia must emulate. Comparisons with other regions are therefore 
best used to explain Asia’s institutional trajectory to date and evaluate 



Asia in Context: Regional Comparisons 

163

feasible future options, rather than to assert an optimal model of 
regional development.

In this chapter, comparisons are organized by the clusters of 
variables, described in Chapter 3, that have influenced the dynamics 
and design of regional institutions in Asia and elsewhere: the underlying 
characteristics that may affect regional preferences for cooperation 
(Section 5.1); the dynamics of institution building (Section 5.2); 
institutional design and its effects (Section 5.3); and, finally, explanations 
for institutional effectiveness (Section 5.4). The chapter concludes 
by using the findings from comparative analysis to present plausible 
institutional futures for Asian regionalism (Section 5.5).

5.1. Regional Characteristics
Three main characteristics of a region shape its institution building: the 
degree of homogeneity of national policy preferences; the distribution 
of economic and military power; and its openness, notably to the 
influence of external actors. Asia (and other regions) must take these 
into account in seeking to design effective institutions.

Preferences for Economic Cooperation
The degree of homogeneity of national preferences for regional 
cooperation and institution building tends to depend on three further 
characteristics: the extent of regional economic integration, the degree 
of disparities in income levels, and the similarity of political regimes.

As documented in Chapter 2, Asia’s economies are almost as 
integrated as Europe’s and North America’s. In other regions, such 
increasing integration has led both governments and private actors, 
particularly businesses, to demand regional action to consolidate 
and deepen integration. Yet, compared to other regions, firms and 
other social actors in Asia have been relatively passive; governments 
have been the main drivers of regional institution building. Regional 
firms have seldom lobbied actively for—or even made use of—the 
preferential trade agreements that have proliferated over the past 
decade (Ravenhill 2009). Entities that represent business within 
regional institutions—such as the ASEAN Business Advisory Council, 
the Asia-Pacific Economic Cooperation (APEC) Business Advisory 
Council, and the Pacific Economic Cooperation Council—behave as 
formal consultative bodies rather than advocacy groups championing 
business interests.
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Nesadurai’s (2009) investigation of labor organizations and other 
civil society groups reveals a similar pattern: they are not decisive (or 
even prominent) players in the development of regional economic 
institutions in Asia. Groups affiliated with regional organizations—
such as the ASEAN Trade Union Council, the ASEAN People’s 
Assembly, and the Solidarity for Asian People’s Advocacy—have been 
more active, but have scarcely been a driving force for regional and 
subregional institutions. In contrast to several other regions, regional 
institution building in Asia has so far been a top–down process led 
by governments. Behind them, by and large, have been domestic 
political and economic coalitions that support integration into the 
international economy and efforts to enhance regional cooperation 
(Solingen 2009).

While Asia’s economic integration may suggest a convergence of 
national preferences for regional cooperation, other measures point 
toward a greater heterogeneity. Asia displays a wider divide between 
its richest and poorest members than Europe or the Americas. Asia’s 
political systems are also more diverse than those of most other regions, 
which tend to be either predominantly democratic (the Americas and 
Europe) or authoritarian (the Middle East and North Africa). Public 
spending levels also vary more across Asia than Europe (if not other 
regions), reflecting a split between countries with social-democratic 
preferences for a larger state sector and more market-oriented ones 
with smaller governments (Hix 2009).

Other measures of preference convergence produce a more mixed 
picture. Survey data suggest that individual Asian citizens’ values—
particularly attitudes toward wealth accumulation and protecting the 
environment—vary roughly as much as across the 27 members of 
the European Union (EU) (Hix 2009). Surprisingly, identification with 
the region was also similarly strong. Despite this evidence of popular 
preferences, “overall, the level of political, economic and ideological 
convergence is lower in East Asia than in Europe” (Hix 2009). All this 
evidence that preferences across Asia vary more points to the value of 
subregional institutions or functional ones within the region that would 
group economies with similar preferences.

Distribution of Economic and Military Power
The skewed distribution of the size of Asia’s populations and 
economies, a reasonable first approximation of national power, is 
unlike that of Europe and other regions. As described in Chapter 3, 
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however, the effects of power distribution on the building of regional 
institutions are contested. Regions with relatively lower (Europe) and 
higher (North America) degrees of military and economic asymmetry 
have constructed successful institutions for integration (albeit much 
more developed in Europe’s case than in North America). Both the 
dynamic of power relations (the speed of shifts in economic and 
military power) and the persistence of regional rivalries among 
dominant powers may be more significant than a simple measure of 
power distribution.

Strategic competition has certainly shaped the evolution of 
regional institutions in Asia. Ravenhill (2009) finds that the recent surge 
in preferential trading arrangements involving Asian economies—like 
the wider and longer-running effort to build subregional and pan-
regional economic cooperation frameworks—has been “driven by 
politics rather than economics.” Notably, “In East Asia, the political 
domino effect has been shaped by rivalry between PRC and Japan 
for regional leadership.” This political domino effect, like the 
economically driven version described by Baldwin (2009), may have 
liberalizing consequences. But contested leadership and rivalry may 
also set limits on both liberalization and regional cooperation, since 
deeper economic integration may require sturdier institutions with 
greater delegated authority, a development which requires a degree of 
consensus among the major participating powers.

Open Regionalism and the Influence of  
Outside Actors
History illustrates the effects—both positive and negative—that outside 
intervention may have on regional collaboration and institutional 
outcomes. Perhaps the most significant example is the support lent 
by the United States (US) to the building of the European Economic 
Community (EEC) during the Cold War. Especially in the decade after 
1945, when Europe was dependent on the US economically as well 
as for its security, the US clearly endorsed common European policies 
and new regional institutions. For political and military reasons, the US 
preferred an integrated Europe with coherent policies.

While outside powers generally no longer exert as much as 
influence as the Cold War superpowers did, some regions are more 
susceptible to external influence than others. In Africa, external 
agencies and governments have provided key support for nascent 
regional institutions, but have also pressed agendas that were not 
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shared by regional governments and sponsored competing subregional 
organizations.85 In Latin America, the US has promoted democracy 
erratically, but has had relatively little influence on regional economic 
institutions.

Asia remains dependent on the US and the EU for export markets, 
although that dependence is likely to decline over time. Four Asian states 
also have military alliances with the US; several others have informal 
defense relationships with it. Outside parties will therefore have a deep 
interest in the choices made in building regional institutions—and 
substantial leverage to influence them. Of course, misplaced efforts to 
use that leverage could also spur defensive regionalism in Asia.

Comparative evidence indicates that these underlying regional 
characteristics—preference heterogeneity, power asymmetries, and 
openness to outside influence—may not produce uniformly strong or 
predictable effects on regional collaboration. Their influence is unlikely to 
diminish in the near term, however. In order to be effective, then, regional 
institutions must be designed to offset any negative effects. Smaller 
regional groupings can combine countries with convergent preferences 
(at least at the outset); diplomatic efforts can be made to dampen 
regional rivalries; and transparency in negotiating and implementing 
regional agreements may alleviate the concerns of outside powers 
capable of undermining regional projects. Box 5.1 looks in greater depth 
at differences between Europe in the 1950s and Asia now, and how these 
have shaped regional integration and institution building.

5.2. Dynamics of Institution Building
Each major region has experienced a different dynamic of regional 
development. The evolving links between security conditions and 
economic integration have affected the success of regional institutions. 
Feedback effects from economic integration have strengthened the 
demand for regional institutions in some cases and led to alternative 
institutional responses in others. The importance of the regional option 
itself, compared to global and subregional institutions, has varied over 
time both within and between regions. Contingencies, including the 
emergence of regional political entrepreneurs and exogenous shocks 
from military threats and economic crises, have had demonstrable 
(but unpredictable) effects on the building of regional institutions.

85 See Khadiagala (2009) on the role of outside actors in the Economic Community of Central 
African States and competition between the West African Economic and Monetary Union, 
sponsored by France, and the Economic Community of West African States, led by Nigeria.
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The world was a very different place in 1950. 
Both the economic and the geopolitical 
differences are crucial in assessing 

why European regional integration took the 
supranational form that it did.

In 1950, the world was emerging from four 
appalling decades which had seen two world wars 
and the Great Depression. All three catastrophes 
led to widespread restrictions on trade, which 
became locked in (Findlay and O’Rourke 2007). As 
a result, the postwar world economy was highly 
fragmented and characterized by unconvertible 
currencies, high tariffs, and widespread quotas. 
While 23 states signed the General Agreement 
on Tariffs and Trade (GATT) in 1947, with the 
purpose of encouraging “reciprocal and mutually 
advantageous arrangements directed to the 
substantial reduction of tariffs and other barriers 
to trade,” by the 1950s the GATT process had 
stalled, in part as a result of the free-rider problems 
associated with the most-favored-nation clause 
(Irwin 1995). The “dollar shortage” problem also 
meant that moves to make European currencies 
convertible required a regional approach, 
embodied in the European Payments Union. 
Regional trade agreements were therefore a 
desirable option for export-oriented economies, 
such as the Netherlands, which wanted to see 
trade (notably in agriculture) liberalized more 
rapidly than could be achieved at the global level 
(where it was not on the agenda). In 1952, the 
Netherlands proposed that the European Defence 
and Political Communities then under discussion 
should form a customs union.

The proposal found an echo in other 
countries, since postwar European economic 
growth was based on high investment, which 

required export markets to be sustainable. But 
the proposed common market could not be 
based on trade in industrial products alone, 
since agriculture was very important to countries 
such as the Netherlands and France. Including 
agriculture, however, meant replicating at the 
European level the extensive intervention in the 
sector which all European governments were 
then pursuing. Forming a customs union also 
implied for governments in France and elsewhere 
a need to ensure a level playing field by developing 
European social policies, since any “race to the 
bottom” from intra-European competition would 
have been incompatible with the “grand bargain” 
between capital and labor which then underpinned 
European growth strategies. German industrialists 
might have preferred a wider industrial free 
trade area, which did not involve costly common 
European agricultural or social policies. However, 
the European Economic Community (EEC) was a 
plausible second-best solution, given the lack of 
a global alternative. (Even more important in the 
German context, however, was the opportunity 
afforded by the EEC for re-establishing the Federal 
Republic of Germany as a normal country.)

In contrast, the world economy today is highly 
globalized. Since Asian export sectors already have 
access to global markets, they do not have the 
same interest in regional trade agreements. As in 
postwar Europe, Asian growth strategies have been 
based on exports, but Asian tigers have always 
been able to export to Western markets, which 
have been relatively open. They have not needed 
to carve out a large regional market via regional 
integration to promote export-oriented investment. 
In addition, countries such as the People’s 
Republic of China do not have European-style  

continued on next page

Box 5.1. Differences between Europe in the 1950s and Asia Today
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welfare states, and the question of how to reconcile 
these welfare states with increasing trade is hardly 
going to prompt a search for pan-Asian social 
policies. Nor will it be necessary, one supposes, 
to develop an Asian common agricultural policy 
in order to deepen regional trade integration. This 
has already occurred more or less spontaneously 
in the industrial sphere, with the development of 
“Factory Asia” exporting into a largely liberalized 
global economy.

It is perhaps not surprising, then, that finance 
rather than trade has been the focus of Asian 
regional initiatives in recent years. Projects such 
as the Chiang Mai Initiative (CMI) may prove very 
beneficial. But even if it evolves into an Asian 
Monetary Fund, it will not require the supranational 
political institutions of the EU, any more than 
the International Monetary Fund does. Trade 
liberalization required such institutions in Europe 
because it was based on interrelated bargains 
on sensitive subjects such as agricultural policy, 
which would have broken down without these 
institutions. Even more fundamentally, issues such 
as agricultural, social, or regional policy could not be 
delegated to independent bodies, since these are 
highly political issues and thus required European 
political decision-making structures. The same is 
not true of bilateral, or multilateral, currency swap 
arrangements.

Geopolitics is also important. The United 
States (US) strongly encouraged postwar 
European integration: even though regional trade 
arrangements in Europe imposed a direct economic 
cost on the US, it was willing to pay that price in 
order to advance European political integration. 
European free trade areas that did not involve 
supranational political elements offered economic 
costs with no corresponding political benefits; the 
US was therefore hostile to organizations such as 
the European Free Trade Association (EFTA) while 
remaining strongly supportive of the EEC. Active 
US support for the supranational approach to 
European integration was of crucial importance. In 
contrast, US opposition to Japan’s Asian Monetary 
Fund proposal in 1997 led to the withdrawal of 
that proposal (even though something very similar 
emerged 12 years later, with the multilateralization 
of the CMI).

The Cold War is the key to understanding 
why the US was so keen to promote political 
integration in Western Europe after 1945. 
Germany was essential to the Cold War effort, but 
could not be allowed to re-arm, or redevelop its 
heavy industries, without being firmly anchored 
in a European political framework. It is far from 
clear that the US would have similar interests  
in the context of 21st century Asia were political 
integration ever to become a realistic possibility.

Box 5.1 continued

Economics and Security: Integration, 
Reinforcement, and Separation
The different ways in which regions have linked economic integration 
and security provision have had an impact on regional institutions. 
Where carefully integrated, peacebuilding and economic integration 
have reinforced each other in some regions; in others, political and 
military conflict has disrupted regional institutions and slowed the 
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growth of cross-border economic exchange. For example, unresolved 
territorial disputes have depressed trade in Latin America (Simmons 
2006).

Although Europe lacks a single, multipurpose, pan-regional 
organization, it still integrates security and economic issues 
successfully. Initial security conditions in Europe favored regional 
institutions with substantial delegated authority. However, an early 
effort to integrate defense policies and national militaries, the 
European Defence Community (EDC), failed, and the region’s key 
security provider became the North Atlantic Treaty Organization, 
a highly institutionalized alliance. In the contemporary EU, foreign 
policy and defense issues are part of the institutional agenda. Since 
the failure of the EDC, however, forging a collective foreign and 
security policy beyond the realm of commercial policy has lagged 
behind the development of other common policies (Hix 2005, 2009). 
Recent institutional changes, particularly the appointment of a high 
representative of the EU for foreign affairs and security policy and the 
planned European External Action Service, aim to bolster the EU’s 
common foreign and security policy. Regional security is also covered 
by a wider network of regional institutions, such as the Council of 
Europe and the Organization for Security and Co-operation in Europe, 
which complement and coordinate with the EU (Kelley 2009).

In the Americas, peacebuilding and economic integration have 
advanced in parallel in a mutually reinforcing relationship. The most 
successful regional institutions, particularly the Mercado Común 
del Sur (Mercosur) and the North American Free Trade Agreement 
(NAFTA), were preceded by the resolution of longstanding security 
issues among the key parties (Dominguez 2009). At the same time, 
regional institutions have maintained a clear separation between rules 
and forums governing conflict within and between states and those 
dealing with regional economic integration. Consider the division 
of responsibilities between the Organization of American States 
(OAS) and Mercosur. The OAS has had a longstanding role in dispute 
mediation and settlement. It later became the principal exponent 
and enforcer of democratic constitutionalism; its new role included 
regional intervention in the domestic affairs of its members. It played no 
role, however, in regional or subregional agreements to liberalize trade 
and investment. Until Mercosur limited membership to democracies 
through a treaty amendment in 1997, economic integration treaties did 
not include any clauses reflecting on the domestic political ordering or 
foreign policy behavior of their members (Dominguez 2007). Security 
and economic issues were dealt with by separate regional institutions.
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In certain subregions of Latin America, such as Central America, 
as well as in the Middle East and Africa, a third pattern linked 
economics and security. In these areas, conflict has undermined 
or slowed regional integration and institution building. In Central 
America, regional insecurity and conflict reduced intraregional trade in 
the 1980s, while militarized disputes prevented a deepening of existing 
regional institutions. Sustained peace was not required, however, to 
liberalize and expand trade in this and other cases, such as the Andean 
Group (Dominguez 2009). Box 5.2 looks at lessons from the Americas.

In Africa, where regional economic integration is lower, conflict 
has been costlier. Although the African Union (AU) has begun to play a 
role similar to that of the OAS in peacekeeping and conflict resolution, 
conflict has often undermined subregional institutions. The Economic 
Community of Central African States (ECCAS) lapsed into inactivity 
during the 1990s because of internal conflict in its member states; 

The major regional economic integration 
schemes in the Americas since 1960 have all 
liberalized trade. Indeed, this was the main 

goal of the North American Free Trade Agreement 
(NAFTA). But while Latin America’s experience 
suggests that a focus on trade liberalization 
bolsters the chances of success, more complex 
and ambitious economic integration schemes 
have fared poorly.

Attempts by the Andean Community, the 
Central American Common Market (CACM), and the 
Mercado Común del Sur (Mercosur) to form common 
markets have all failed. While trade liberalization 
may succeed—mainly thanks to automatic rules 
that have low transaction costs and provide near-
term gains, buttressed by firms that respond quickly 
to profitable new opportunities, generating rewards  
for themselves, politicians, and their countries—
more far-reaching integration is more challenging 
and costly and thus less likely to succeed.

Politics, profits, and peace are key factors in 
explaining the success (or failure) of regional 
economic institutions in the Americas. Strong 
presidential leadership was key to the founding of 
Mercosur and NAFTA, and the reactivation of the 
CACM in the 1990s. In contrast, presidents played 
little role in the ill-starred Latin American Free 
Trade Association (LAFTA). Profits can provide a 
decisive incentive. Firms seized the opportunities 
created by unilateral trade liberalization, 
increasing intraregional trade even before regional 
agreements were established. Businesses found 
fewer opportunities in LAFTA. Peace was also a 
prerequisite for success. It was critical to NAFTA’s 
negotiation and implementation against difficult 
odds, and also helped Mercosur survive crises and 
misguided decisions. In contrast, the threat of war 
hampered the Andean Community in the 1990s 
and 2000s, just as the threat—and reality—of war 
undermined the CACM in 1969 and since the 1980s.

Box 5.2. Lessons from the Americas
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despite recent efforts to revive it, its regional agenda of economic 
integration and conflict resolution remains largely unfulfilled 
(Khadiagala 2009). Disagreements over the status of Western Sahara 
have paralyzed the Arab Maghreb Union: no meeting among heads of 
state has taken place since 1994. In the early 1990s, the multilateral 
Middle East peace process sought to link economic integration with 
negotiations on core security issues, such as refugees and arms 
control, bridging the Arab–Israeli divide, but regional opponents have 
since undermined the process (Barnett and Solingen 2007).

In integrating Asia, economics and security relations run on 
separate tracks, neither hindering nor reinforcing one another. Political 
conflict and militarized disputes are seldom allowed to inhibit mutual 
economic interests in expanding trade and investment. Regional 
governments avoid sanctions and other economic measures that seek 
to change a target state’s policies. Regional economic institutions 
reflect this separation, with few links between institutions that deal 
with economic issues and those, such as the ASEAN Regional Forum 
(ARF), that address security concerns. Particularly in Northeast Asia, 
this separation has permitted the growth of trade, investment, and 
economic cooperation even in the presence of persistent territorial 
and political disputes.

Despite these benefits of a two-track approach to economics and 
security, the Asian pattern has not promoted the political reconciliation 
or military confidence building that either preceded or accompanied 
regional initiatives in Europe and Latin America. In Southeast Asia, 
ASEAN may represent a partial exception to the prevailing Asian 
pattern: it involves a code of state conduct (ASEAN’s Treaty of Amity 
and Cooperation) and norms of cooperative behavior that have 
preceded the building of institutions of regional economic cooperation 
(the ASEAN Free Trade Area—AFTA).

Experience elsewhere suggests that Asia might benefit from 
modifying its prevailing two-track approach to economics and security. 
The careful separation of economic cooperation from the troubled 
realm of political and military conflict has served the region well 
during its decades of enterprise-driven economic integration. Moving 
to a more ambitious agenda of deeper integration may require a closer 
linkage between economics and security, on either the networked and 
integrated European model or the Latin American pattern of sequential 
or parallel movement toward economic integration and conflict 
resolution. An Asia-wide peak institution could provide the forum for 
such linkage, or networked ties among existing security and economic 
institutions could be engineered to achieve similar results. Moreover, 
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experience in both Europe (the EU) and the Americas (NAFTA and 
Mercosur) strongly suggests that deeper economic integration requires 
political reconciliation and a reduction in military tensions among the 
principal participants.

Feedback Effects and the Demand for Regional 
Institutions
Feedback effects have boosted the development of regional 
institutions in Europe. Successive waves of regional liberalization have 
bolstered the strength of export interests as well as their demands 
for further liberalization, while regional institutions themselves have 
also adopted strategies to reinforce their own role. Economic and 
institutional feedback effects created political support for widening 
the liberalization agenda in the EEC and tipped European governments 
against the European Free Trade Association (EFTA). The greater 
economic weight of the EEC exerted a magnetic pull for trading 
interests outside the community. The same mechanisms, which 
were dependent on a benign international trade environment, have 
operated outside Europe. In other regions, however, the outcomes 
did not uniformly strengthen regional institutions. Latin American 
regional institutions were often born after an initial unilateral round 
of liberalization by national governments. In certain cases, such as 
the Central America Free Trade Agreement and Mercosur, unilateral 
liberalization served as a costly signal of intent for trading partners as 
well as reflecting exporters’ growing political power.

In Asia, the feedback between trade expansion and regional 
institution building has been even more tenuous. Unlike the EEC, 
a regional core with a comprehensive and discriminatory trade 
arrangement to attract prospective members has not emerged. 
Exporters’ demands for further liberalization could be satisfied 
largely through global trade negotiations rather than regional free 
trade agreements (FTAs), while liberalization that promoted regional 
economic integration did not always support more effective regional 
institutions. The trade liberalization in many developing economies 
that began in the 1980s and then accelerated owed relatively little to 
regional economic institutions. Outside Europe, an agenda of deep 
integration has not been seriously attempted. The question for Asia 
(and other regions) is whether the feedback mechanisms that increase 
demands for further trade liberalization will eventually produce calls 
for a common market, which was incorporated as a long-term goal for 
Europe in the Treaty of Rome, the EEC’s founding act signed in 1957. 
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A common market, with accompanying political demands for a level 
playing field across a wide range of domestic policies, could in turn 
require greater regional institutionalization.

In the domain of regional monetary and financial cooperation, the 
European model—whereby as trade integration increases, domestic 
interest groups demand exchange rate cooperation and such demands 
intensify after capital controls are lifted—applies only weakly to other 
regions. Macroeconomic instability in Mercosur following the Brazilian 
and Argentine exchange rate crises (1999–2002) induced a decline 
in intra-Mercosur trade but no progress toward economic policy 
coordination or exchange rate collaboration. In Asia, governments 
satisfied domestic coalitions that favored stable exchange rates by 
pegging to the dollar or a basket of currencies, another consequence 
of the region’s openness.

Monetary and financial cooperation in Asia and the Middle East 
has followed a different dynamic. In both East Asia (the Chiang Mai 
Initiative [CMI]) and the Gulf Cooperation Council (GCC), monetary 
and financial cooperation moved toward institutionalization and 
deeper cooperation faster than one might expect given the respective 
regions’ trade integration and degree of capital account liberalization. 
In Asia, the shock of the 1997/98 financial crisis and discontent with 
global institutions’ response to it moved ASEAN Plus Three (ASEAN+3) 
countries toward arrangements that would offer mutual support during 
financial crises. Although the GCC, an island of relative liberalization in 
the Middle East, has made only slow progress in trade integration (despite 
the negotiation of a common market in 2008), its plans for monetary 
cooperation are ambitious, aiming for monetary union by 2010. If 
implemented successfully, the GCC monetary union would be second in 
economic importance only to Europe’s Economic and Monetary Union 
(Solingen 2009).86 Despite the economic openness of GCC members, 
its moves toward monetary union do not appear driven by feedback 
from trade liberalization. Instead, the GCC and other monetary unions 
in the developing world point to possible spillovers from monetary and 
financial cooperation to other areas of economic cooperation.

If the operation of feedback mechanisms and specific institutional 
sequencing has been more uncertain outside Europe, what Baldwin 
(2009) labels institutional feedback—a prominent driver of European 
integration—was largely absent in other regions. At key moments, 
European economic integration was promoted by the actions of existing 

86 Four members of the GCC—Bahrain, Kuwait, Qatar, and Saudi Arabia—signed its monetary 
union agreement in December 2009. Oman and the United Arab Emirates decided not to join.
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regional institutions with substantial delegated authority and a mandate 
to promote economic integration. Asia has not built institutions, akin 
to the European Court of Justice or the European Commission, with 
enough delegated authority to influence further integrative steps. 
Likewise, regional institutions in the Americas have been unable to 
initiate a feedback mechanism that would promote the strengthening 
of regional institutions and deepening of economic cooperation.

Despite Mercosur’s relatively elaborate institutions, trade expansion 
produced little concomitant pressure to increase the scope of the 
customs union by including such areas as trade in services, competition 
policy, or coordination of social policy (Dominguez 2009). NAFTA was 
designed without significant regional institutions, and the growth of 
North American trade did not change its institutional architecture. 
Modest steps, such as the multilateralization of swap lines among the 
US, Canada, and Mexico, were driven by concern over Mexican financial 
crises, not by NAFTA institutions. Europe’s initial conditions, which 
awarded it a panoply of influential regional institutions, also gave those 
institutions unique possibilities for deepening economic integration.

Comparative analysis of feedback mechanisms that promote the 
building and strengthening of regional institutions confirms diverse 
regional patterns. Europe’s progression from trade liberalization and 
a common market to financial liberalization and monetary union 
may not be the only viable sequence; the feedback mechanisms 
that have driven regional integration in Europe may produce similar 
results elsewhere.87 Other regions were often able to find substitutes 
for strengthened regional institutions that satisfied demands from 
trade-dependent economic constituencies—unilateral liberalization, 
participation in global trade rounds, exchange rate pegs. A central 
unanswered question is whether these processes of substitution and 
politically driven institution building must give way to more substantial 
regional institutions when governments move from trade liberalization 
to an agenda of deeper integration in which a wide array of domestic 
policies become objects of negotiation.

Global, Regional, and Subregional Institutions: 
A Division of Labor?
Compared to those in other regions, Asian governments have been 
“globalists.” Asian economies, as documented in Chapter 2, have been 
uniquely successful in connecting to global markets and production 

87 See, for example, Wyplosz (2006) for a dissent from the necessity of trade integration rather 
than monetary cooperation as a prerequisite for deeper economic integration. 
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networks. With few exceptions, they have sought membership in 
the key global economic institutions and made use of the dispute 
settlement mechanisms provided by those institutions, particularly  
the World Trade Organization (WTO). Other regions are more reliant 
on regional institutions (Europe); more wary of global institutions 
(Latin America’s unhappy history with the International Monetary  
Fund [IMF]); or remain suspicious of membership in any regional 
or global institutions with substantial authority (the Middle East’s 
reluctance to embrace either the WTO or effective regional institutions).

Asia has distanced itself from global economic institutions over 
the past decade, however. Disenchantment with global financial 
institutions during the 1997/98 financial crisis gave impetus to the CMI; 
the stalemate of the WTO’s Doha Round may also lend support for 
deepening regional trade institutions. Even so, given the openness of 
the Asian regional economy, the global option will remain attractive, 
particularly for the largest economies (Japan, the People’s Republic 
of China, India). These global affiliations and attractions indicate that 
regional institutions in Asia should attempt to complement, rather than 
duplicate, the functions of global ones.

Given its investment in the global trade regime, Asia has a 
greater interest than most other regions in ensuring that regional 
rules and institutions are consistent with global ones. One means of 
ensuring such consistency lies in the General Agreement on Tariffs 
and Trade (GATT) Article XXIV and the General Agreement on Trade 
in Services Article V, which permit regional trade agreements under 
certain conditions, even though they violate the core GATT/WTO 
principle of nondiscrimination (most-favored-nation treatment for 
members). The WTO’s weak oversight of these agreements (through 
the Committee on Regional Trade Agreements) and their proliferation 
over the past two decades led to their inclusion in the current Doha 
Round of trade negotiations.

With global trade negotiations stalled, the challenge of interpreting 
and enforcing the global rules that govern regional free trade areas 
remains. The task of ensuring their consistency with global rules may 
fall in part to regional institutions. Given the importance to Asia of a 
robust global trade regime, existing and emerging Asian regional 
institutions could lead the way. A region-wide institution could 
assume this role, ensuring complementarity without precluding Asian 
economic agreements that wish to implement a “WTO-plus” agenda.

The issue of complementarity with a central global institution, 
the IMF, also arises with regional monetary and financial cooperation. 
Regional and plurilateral financial facilities have been a longstanding 
feature of international monetary and financial relations, beginning 
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with the European Payments Union (if not before). However, global 
rules to govern regional arrangements for financial support have not 
been established (Henning 2006).

Since such facilities have been relatively rare and concentrated 
among advanced economies, coordination with the IMF in financial 
crisis management has not been difficult. Nevertheless, ground rules 
for coordination between regional financial facilities, such as the 
Chiang Mai Initiative Multilateralisation (CMIM) or an eventual Asian 
Monetary Fund, would ensure that regional financial cooperation 
reinforces rather than undermines global institutions, adding to the 
benefits for members. In particular, a weakly institutionalized financial 
support facility should designate a clear line of communication and 
negotiation with the IMF, establish adequate surveillance capacity 
before severing the IMF “link” to the use of regional funds, and, most 
difficult politically, consult with the IMF on the content of conditionality 
and the coordination of disbursements (Henning 2006, 2009a). The 
understandings negotiated between the CMIM and the IMF could also 
be generalized to similar regional arrangements, filling a void in the 
global rules governing these institutions.

Global institutions have provided one source of both useful 
complementarity and potential competition with regional institutions. 
Subregional organizations may also compete with one another and with 
wider regional arrangements, producing uncertain effects on regional 
economic integration. With the exception of Asia, other regions have 
a region-wide, often political, institution (or institutions) in addition to 
subregional institutions with primarily economic functions.

Asia’s subregional institutional landscape is also unusual. Northeast 
Asia, its largest economic region, lacks any significant economic 
institutions; ASEAN, representing a smaller subregional economy, has 
played a leading role in designing region-wide initiatives (ASEAN+3, 
ARF). In addition, bilateral and plurilateral trade agreements have 
proliferated in Asia over the past decade, unconstrained by region-
wide agreement on their contents. This pattern of subregional strength 
and region-wide weakness in institutionalization underscores the 
possibility of competition between subregional groups and future 
region-wide institutions.

Evidence from other regions about the effects of subregional 
organizations on regional economic institutions is inconclusive. In 
Europe, the dynamic of trade discrimination combined with the 
EEC’s economic weight to induce most members of EFTA to defect, a 
domino effect that ultimately reduced EFTA to four small economies 
and confirmed the EEC/EU model of regional integration (O’Rourke 
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2009; Baldwin 2009). The EU became a regional institution with both 
a political role in advancing democracy and enhancing security and a 
central economic role in European integration.

Region-wide institutions elsewhere are primarily political; 
subregional organizations have taken the lead in economic 
integration. The Organization of African Unity (OAU) played an 
important postcolonial role in confirming existing African borders 
(Herbst 2007; Khadiagala 2009). Its successor, the African Union, 
and the OAS in the Americas have mediated disputes among their 
members and participated in peacekeeping missions (Dominguez 
2007, 2009). The League of Arab States (LAS) had an expansive 
ideological (pan-Arab), political, and economic mandate, but was 
less effective than its region-wide peers (Barnett and Solingen 2007; 
Solingen 2009).

Because of this implicit division of labor between subregional 
economic institutions and region-wide political and security 
organizations, little overt friction resulted between them. When 
broader regional economic initiatives were undertaken, subregional 
competition did not seem a prominent obstacle to their successful 
negotiation and implementation. The US-backed region-wide Free 
Trade Area of the Americas (FTAA) was defeated not by competition 
from subregional organizations, but by the US decision to favor 
bilateral and plurilateral FTAs, which undermined the credibility of its 
support, and by opposition from regional governments, notably Brazil 
and Argentina (Dominguez 2009).

The Greater Arab Free Trade Area sponsored by the Arab League 
has enjoyed some success in reducing tariff barriers among its 
members; the limited nature of its economic agenda appears to owe 
little to the fragmented subregional landscape of economic integration 
in the Middle East (Broude 2009). Subregional competition has hindered 
economic integration in Africa, but it is competition among subregional 
organizations with overlapping mandates and membership that has 
presented the greatest obstacle (Khadiagala 2009).

Region-wide institutions have diverse mandates, although nearly 
all concentrate on political or security agendas, leaving economic 
integration to subregional groups. The major exception, the EU, began 
as a subregional organization that outcompeted its principal rival by 
attracting the overwhelming majority of members in Europe. No other 
subregional economic grouping has won region-wide status in this 
way. As Asia contemplates its own region-wide institutions, whether 
the East Asian Summit or a new group, it is not encumbered by a 
postcolonial organization with a fixed agenda.
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A new region-wide institution in Asia could take on some of the 
political and foreign policy aims of peers like the AU or OAS, such as 
defending constitutional government, mediation, and peacekeeping. 
It might also oversee subregional economic projects, ensuring their 
consistency (with each other as well as with global rules and norms) 
and transparency. Such a region-wide institution would not undertake 
its own program to promote economic integration—a task best left 
to smaller groups of “cooperators” organized along subregional or 
functional lines. In effect, the new region-wide organization could 
ensure an appropriate division of labor among global, regional, and 
subregional institutions in promoting economic integration. Box 5.3 
looks at regionalism in Africa.

Regional cooperation has played an 
important role in Africa’s postcolonial 
history. Since the 1960s this has entailed 

a search for ways to overcome political 
fragmentation, promote development, and 
increase Africa’s global competitiveness. But 
this has not been easy, given Africa’s cultural, 
economic, and geographic diversity. As a result, 
Africa has sought to build continent-wide 
institutions for security and political cooperation, 
alongside a panoply of subregional experiments in 
economic integration.

Africa’s continent-wide institutions have 
focused on promoting political unity, security, and a 
unified global voice, through first the Organization 
of African Unity (OAU) and then the African Union 
(AU), inspired by the ideals of pan-Africanism, self-
determination, and African dignity. The OAU did 
little to promote collective security, however, and 
it was disbanded in 2002. Through the AU, African 
countries have sought more robust measures 
to promote security, including intervention in 

domestic conflicts and planning for peacekeeping 
operations.

African efforts at subregional institution 
building are based on geographical contiguities 
and cultural proximities. They have involved the 
creation of free trade agreements, customs unions, 
common markets, and potential avenues for 
political federations. Diverse institutions such as the 
Arab Maghreb Union, the East African Community, 
the Common Market for Eastern and Southern 
African States, the Economic Community of  
West African States, the Economic Community of 
Central African States, and the Southern African 
Development Community, among others, have 
been at the forefront of subregional integration. 
Most of these institutions increasingly focus on 
expanding trade, attracting foreign investment, 
and boosting infrastructure development. There 
have been external and internal pressures to 
rationalize subregional institutions with overlapping 
memberships. Some have made efforts to merge 
and collaborate along more functional lines.

Box 5.3. Regionalism in Africa
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Contingencies: Economic Crises and Shocks
Regional initiatives are shaped by their initial environment and 
punctuated by exogenous shocks as they develop. Initial conditions in 
Europe after 1945 predisposed some European governments toward a 
particular model of regional integration—one that pooled sovereignty 
and delegated substantial authority to regional institutions, rather than 
relying on FTAs with less elaborate institutions (Baldwin 2009; O’Rourke 
2009). Insecurity, an unforgiving international economic environment, 
and Europe’s preference for more interventionist government policies 
tilted the pattern of European institutions in a supranational direction 
(at least within the EEC/EU).

Two threats to European security lingered after its two catastrophic 
“civil wars” in the first half of the 20th century. The possibility of a third 
European war was a pressing concern for the founders of European 
institutions. Embedding West Germany in European institutions was 
seen as guaranteeing a more secure future. Political reconciliation 
between the two arch-rivals, France and Germany, was easier within 
institutions with greater authority, which constrained the power of 
an economically resurgent West Germany as well as providing an 
avenue for its readmission to normal statehood. Franco–German 
understanding served as the foundation for successive European 
regional initiatives. Backed by the US, European institutions allowed 
European governments to confront their Cold War insecurities: 
economic integration and common institutions were both a symbol 
and an instrument of a European counterweight to Soviet power.

Europe also confronted a bleak international economic 
environment in the post-1945 years. The world economy was riddled 
with state-imposed controls on trade, financial flows, and migration. 
If liberalization were to occur through global negotiations, its progress 
would likely be slow: a prediction confirmed by the US failure to ratify 
the thereby stillborn International Trade Organization and the sluggish 
pace of GATT negotiations in the 1950s. Most of the initial work on 
trade and current account liberalization had to occur at the regional 
level, reinforced by nascent European economic institutions.

A third important factor was Western Europeans’ preference—for 
a variety of reasons, including Europe’s status as the first industrialized 
region—for more interventionist states, and in particular for relatively 
high levels of social protection in areas such as agriculture and labor 
relations. Europe’s mixed-economy model demanded more elaborate 
regional institutions to secure these domestic bargains and ensure 
that they would not be undermined by regional economic integration 
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(O’Rourke 2009). From the start, European institutions were designed 
not solely to further economic liberalization; they also served as a 
safeguard for domestic policies and programs that buffered European 
societies and interest groups against economic volatility.

Although Europe’s combination of initial conditions appears 
unique, economic crisis has also served to stimulate regional institution 
building elsewhere. Latin America’s “lost decade” in the 1980s was the 
seedbed for both new and redesigned regional integration initiatives. 
The 1997/98 financial crisis spurred Asia to reconsider its relationship 
to global institutions and the performance of its regional institutions 
during the crisis.

Insecurity and international economic shocks may promote 
regional institutions through at least two mechanisms. If global 
institutions and the world economy appear unresponsive or unlikely to 
support sustained economic growth, regional institutions may emerge 
as an appealing alternative for governments intent on economic 
liberalization. External threats may also provide a necessary short-term 
political justification—such as peace—for both regional economic 
integration and vesting substantial authority in regional institutions 
(Wyplosz 2006).

Contemporary Asia and other regions of the developing world share 
few of these initial conditions for a leap to regional institutions with 
substantial supranational authority. Regional and global environments 
are unlikely to promote a rapid turn toward institutions as elaborate as 
those of the EEC/EU. Despite the persistence of militarized interstate 
disputes in Asia, its levels of insecurity have not approached those 
of post-1945 Europe for decades. Occasional shocks, including 
ones as wrenching as the 1997/98 crisis, have not upended Asia’s 
successful economic integration, which is rooted in enterprising firms, 
unilateral liberalization by national governments, and an international 
economy open to Asian exports after successive rounds of global 
trade negotiations. Asian regional institutions have not, as a result, 
been needed to oversee and enforce the initial stages of economic 
opening. As Asian societies industrialize, however, domestic demands 
for environmental, consumer, and labor-market regulation may create 
new mandates for regional institutions to maintain a level playing field 
for international competition. In this respect, Asia’s status as a newly 
industrialized region could foster the same institutional response that 
Europe, the first industrialized region, displayed in the initial stages of 
its regional integration.
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5.3. Designing Effective Institutions
Regional comparisons confirm the importance of institutional design: 
institutions themselves can promote further integration and additional 
institution building. In rare cases, such as Europe, regional institutions 
are designed to provide institutional feedback that spurs their further 
development (Baldwin 2009). In a much more modest way, Asia has 
relied on ad hoc entities, such as eminent persons’ groups or the East 
Asia Vision Group, to offer alternative institutional futures.

Feedback from existing institutions is not always positive: once in 
place, institutions may impede new institutional initiatives or constrain 
their design. Little authority was delegated to regional institutions 
at NAFTA’s foundation, and they have not been strengthened since. 
Slight evidence of positive institutional feedback can been discerned 
in Latin America (Mercosur, Central American Common Market 
[CACM]). The mere presence of regional institutions may not produce a  
self-sustaining deepening of institutionalized collaboration. Institutions 
must be designed to further integration and its dynamics, which may 
in turn promote demand for additional institutionalization.

Regional institutions’ potential scope is set, at least initially, by a 
region’s characteristics and the dynamics of regional integration. Given 
those initial conditions, however, institutions’ design determines their 
effectiveness. Decision rules may allow more or less decisiveness in 
meeting regional demands. Commitment mechanisms incorporated 
in regional institutions can create a “ratchet effect” that consolidates 
existing integration gains as well as encourages a deepening of 
integration in politically contentious policy areas. Membership rules 
affect prospects for admitting additional national governments or entire 
subregions. Variations in institutional design across regions highlight 
both the ways in which member governments have attempted to fulfill 
cooperative mandates and the consequences of those choices for 
institutional effectiveness.

Decision Rules: Conservatism and Consensus
The EU has enacted voting rules that incorporate weighted voting 
and supermajorities (qualified majority voting) in an effort to 
streamline decision-making by an expanded membership. Asian 
governments, like those in most regions other than Europe, have opted 
for conservative voting rules, typically consensus decision-making. 
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If regional institutions try to tackle the agenda of deeper integration 
in tandem with the creation of large-membership organizations—in 
other words, if they try to deepen and widen simultaneously—the 
introduction of more efficient decision-making formulas may become 
more likely (and indeed necessary).

Even now, consensus decision rules are not always followed. In 
ASEAN, for example, notwithstanding public declarations embracing 
the consensus norm, the consensus rule is set aside behind the 
scenes when enough member governments care strongly enough 
about the issue under consideration. The launch by ASEAN+3 finance 
ministers of the CMIM, which involves weighted-majority decision-
making, indicates a willingness to consider more efficient rules 
for an organization that must act decisively during financial crises. 

As regional integration proceeds from trade 
to more complex and contentious behind-
the-border policies, it becomes tougher to 

prevent progress from being held captive or slowed 
by individual country interests and objections. 
Countries that strongly favor further regional 
integration will therefore want to contemplate 
alternatives to consensus-based decision-making 
procedures. For example, the European Union 
(EU) decided to use a system of “qualified-majority 
voting” as part of the program to complete its single 
market by 1992, and the success of this voting 
system prompted member governments to extend 
it to a wide range of policy issues.

In general, a country is likely to consider 
several factors when deciding whether to support 
a move to majority voting. On which issues is the 
country likely to be on the losing or the winning 
side—and how important are they relative to the 
issues on which it might lose? Also, on average, 
how important are the collective benefits for the 
institution for regional integration (IRI) of being 
able to make faster and more efficient collective 
decisions? In the Asian context, three questions 

can be raised. First, what exactly would be the 
structure of the new decision-making rules 
constituting an alternative to consensus? Second, 
what specific range of policies would be covered? 
Third, for what countries and issues might such a 
move be most attractive?

An obvious alternative to consensus is some 
form of qualified-majority voting system, where 
each country is given a specific number of votes 
(usually corresponding to the relative size of its 
population) and a supermajority threshold must 
be reached for a decision to pass. Requiring less 
than full unanimity for the adoption of a measure 
prevents individual countries from blocking 
progress. While large countries are typically given 
more votes than small countries—as in the Chiang 
Mai Initiative Multilateralisation (CMIM)—it is not 
uncommon for smaller countries to have a larger 
share of votes than their population shares so as to 
protect them from the tyranny of large countries.

The precise qualified-majority threshold that  
would need to be met in a particular policy area 
could be varied according to the sensitivity of 
the issues involved. For example, in the CMIM 

Box 5.4. Voting Rules for Regional Institutions
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Even more complex voting rules can be devised in order to achieve 
adequate representation for both larger and smaller economies in a 
wider regional institution that includes India. Hix (2009) has designed 
a hypothetical voting arrangement that would both empower and 
constrain the largest economies in the region and provide adequate 
voice for medium-sized and smaller economies in regional decision-
making. Such designs—one or two steps from consensus decision-
making—can be combined with applying different rules by issue area 
or type of decision (for instance, reverting to consensus decision-
making when a new grant of authority is made to regional institutions) 
in order to construct a hybrid model that protects the interests of 
member governments from both larger and smaller states. Box 5.4 
looks in greater depth at voting rules for regional institutions.

the threshold for a decision to pass is 50% of the 
weighted votes of the countries involved. In the 
EU, the threshold during the period of completing 
the single market was just over 70% of the 
weighted votes of member states, whereas on 
some technical implementation issues only a 50% 
vote (a “simple majority”) of EU governments is 
required. On any policy issue a higher threshold 
means that a broader coalition is required for a 
decision to pass, which might be a reason to use 
one in more sensitive policy areas.

There are several other alternatives to a 
simple- or qualified-majority system. For example, 
following the entry into force of the Treaty of 
Lisbon, the EU will move to a “double-majority” 
system, where a policy can only be passed if it is 
supported by 55% of the countries (15 out of the 
current 27 EU member states), which must also 
represent at least 65% of the total population of 
the EU. However, sensitive issues will continue 
to be decided on the basis of unanimity: broadly 
speaking these include tax, social, and foreign 
policy and treaty revision. Where unanimous 
agreement is required, the EU operates a system of 

“positive unanimity,” whereby an abstention does 
not count as a negative vote. This often allows 
one or more countries to abstain and still allow a 
decision to go ahead rather than vote against and 
be responsible for blocking it.

Existing members of overarching subregional 
IRIs such as the Association of Southeast Asian 
Nations (ASEAN) or functional IRIs such as the 
CMIM could follow suit. They could draft and sign 
a protocol or treaty specifying the policy actions 
that would be decided by qualified-majority (or 
double-majority) voting and making clear that 
actions not specified would be decided on the 
basis of unanimity. It will no doubt be argued 
that individual countries will be reluctant to 
surrender their veto power. But where the majority 
strongly values effective action and it is not clear 
ex ante who will be in the minority, there may 
be a willingness to go along. Revealingly, CMIM 
members have reportedly agreed to move to 
making disbursement decisions on the basis of 
qualified-majority voting (where votes may be 
related to the contribution shares agreed at their 
spring 2009 meeting in Bali).
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Commitment through Political Engagement, 
Legalization, and Enfranchisement
As regional institutions seek to entrench past gains from liberalization and 
venture into politically sensitive issues of deeper integration, effective 
commitment mechanisms will become essential. Asian regional 
institutions display a unique combination of these mechanisms (or their 
absence): high-level summits have played a central role in most regional 
institutions; legalization has been relatively low in all of its aspects; and 
private, nonstate actors have not been enfranchised to any significant 
degree. This combination has failed to produce a self-sustaining 
dynamic for further institutionalization, alone or in combination with 
other dynamics based on growing trade and investment flows.

Political Engagement
Around the world, high-level political engagement has been essential 
for the successful launch of regional institutions. The Americas 
highlight the benefits—and costs—of such involvement. Support from 
top political leaders was critical to the foundation of both Mercosur  
and NAFTA; early initiatives in Latin America that relied on technocratic 
expertise alone, such as the Latin American Free Trade Association, 
failed (Dominguez 2009). Where high-level political involvement was 
not constrained by effective regional institutions, however, it posed 
risks for further regional institutionalization. Mercosur developed an 
informal system of “inter-presidentialism” that was not governed by 
institutional rules. National presidents played a persistent and central 
role in decision-making and dispute settlement. This system provided 
“ample space for political whim, unilateral action and non-observance 
of agreed-upon policy commitments” (Phillips, cited in Dominguez 
2009). In other words, inter-presidentialism provided a large, politically 
determined escape clause from Mercosur commitments at critical 
moments.

The EU pattern of political involvement is strikingly different from 
that of the Americas. Political leadership has been essential to the 
launch of most initiatives that deepened economic integration and 
enhanced the authority of European institutions. During the 1980s 
and 1990s, bargains struck and commitments made among national 
leaders sealed the Single European Act and Economic and Monetary 
Union. The European Council, whose members are heads of national 
governments, plays a “central political leadership role” in the EU, but 
rather than actually deciding issues forwarded to the council, the top 



Asia in Context: Regional Comparisons 

185

national leaders confirm “the highest level of political commitment” 
for resolutions reached elsewhere in the EU apparatus (Hix 2005).

Ultimately, EU government leaders have exercised authority over EU 
institutions through complex formulas for delegating authority to those 
institutions, not by circumventing them or setting them aside on an ad 
hoc basis (the Mercosur model). As delegation to European institutions 
has increased, the negative effects of high-level political intervention 
have diminished. Charles de Gaulle’s “empty chair” policy in the 1960s 
was far more disruptive than Margaret Thatcher’s Euro-skepticism 
two decades later (in part because France is a core member of the 
EEC/EU, while the United Kingdom joined later and has remained less 
committed to European integration). In contrast to Latin America and 
other regions, European institutions are intergovernmental, engaging 
substantial segments of national bureaucracies in the processes of 
integration. National parliaments have also helped reinforce regional 
commitments (Martin 2000).

The experience of Europe and other regions suggests that 
summitry is not enough to create effective regional institutions; 
continuing political intervention in the absence of sturdy institutions 
may undermine integration. High-level political commitments are an 
essential foundation for regional institution building; the engagement 
of other national political institutions—such as legislatures and 
bureaucracies—reinforces those commitments by making them fully 
intergovernmental.

Legalization: Obligation, Precision, and Delegation
On the three standard measures of legalization—precise and 
binding obligations, and the delegation of authority to third parties 
(including regional institutions)—EU institutions are uniformly and 
highly legalized; regional institutions in the Americas (at least the 
successful ones) are legalized on two or more of these dimensions; 
and regional institutions in Asia, Africa, and the Middle East, with 
the exception of AFTA, are not highly legalized. Asia has displayed a 
unique attachment to intergovernmental cooperation and an aversion 
to delegating authority to regional institutions. Even Latin America’s 
“parchment institutions”—elaborate on paper, but often ineffective—
are rare in Asia.

In the Americas and other regions, regional institutions often lack 
effective delegated authority. Latin America has several subregional 
agreements that have produced elaborate institutional structures, 
among them the CACM, Mercosur, and the Andean Community. 
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Too often, however, parties to those agreements have failed to ratify and 
implement the institutional arrangements (Dominguez 2009). Even when 
implemented, regional institutions can be ignored. For example, while 
some regional courts have substantial delegated authority, they have 
rarely been used in disputes between member states in Latin America 
or elsewhere (Voeten 2009). Mercosur’s dispute settlement institutions 
have seldom been deployed; instead, as in Asia, member states have 
typically taken trade disputes with their regional partners to the WTO.

The Americas also demonstrate the ways in which one or more 
dimensions of legalization can substitute for others. Rather than 
elaborate regional institutions with supranational authority, the other 
dimensions of legalization—the precision of commitments and their 
legally binding character—have been more important to the success 
of regional economic integration in the Americas.

Precise and binding obligations in regional economic agreements 
have been effective in the Americas—and their “ratchet effect” 
has been particularly significant: they have locked in liberalization 
commitments and prevented backsliding by national governments. 
Despite an absence of delegation to regional institutions, NAFTA’s 
commitments have, by and large, been met by member states (Abbott 
2001). Likewise, Mercosur’s Treaty of Asunción succeeded because of a 
key innovation: a tariff phase-out program based on carefully designed 
and detailed liberalization schedules that were “easily calculable and 
transparent” (Dominguez 2009). If initial negotiations for a regional 
agreement achieve relatively complete contracts and limit escape 
clauses, it is more likely to produce substantial liberalization. A close 
parallel occurred in the early years of the EEC: the Dutch government 
insisted on “locking in” the trade liberalization timetable, achieving 
precision in both the obligations undertaken and their implementation 
(O’Rourke 2009).

The world is littered with elaborate regional institutions that 
possess authority on paper but not in practice. In many cases, either 
member governments have not activated that authority or national 
politicians have overridden it at critical moments. Outside Europe, 
legalization has mainly had an impact through the precise and binding 
nature of commitments to regional partners, rather than through 
regional institutions with substantial delegated authority.

Enfranchising Nongovernmental Actors
Regional institutions have adopted a variety of rules governing 
enfranchisement—that is, defining the actors that can participate in 
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them. EU institutions are unusual in offering multiple channels for 
citizens and corporations to influence regional institutions directly, with 
elections to the European Parliament as well as access to the European 
Court of Justice (ECJ) and the European Court of Human Rights. The 
power of private actors has been magnified by the direct effect and 
supremacy of European law and the willingness of national courts to 
refer cases to the ECJ for interpretation. Even though opponents of 
integration can also use the judicial system and the ECJ, European law 
became a valuable asset for the “compliance constituencies” within 
national political debates (Kahler 2001a; Dai 2007). In a more limited 
fashion, NAFTA and the Andean Community also provide for nonstate 
actors to access regional dispute settlement mechanisms and courts. 
In Asia and the Middle East, a uniformly intergovernmental model 
of regionalism allows no direct enfranchisement of nonstate actors. 
Commitment mechanisms in these regional institutions are based 
wholly on governments, without direct support from constituencies 
within member societies.

Membership Rules
Of the two models of membership, clubs and convoys, Asia is 
unusual in adopting only convoy membership practices—inclusive 
institutions open to a large membership with few hurdles before 
entry—in contrast to the club model represented by the EU, in which 
demanding and intrusive changes in member states’ policies are 
required before accession. European institutions’ success in furthering 
economic integration was in part due to their initial membership of 
large economies (notably France and Germany) at the core of Europe. 
These influential early members wished to move regional cooperation 
forward (Wyplosz 2006). The domino effect and the openness of its 
membership to those that accepted existing EEC policies were critical 
to the EEC’s success in its competition with EFTA. The benefits of 
membership, even on these demanding terms, clearly outweighed the 
political costs of accession. As integration proceeded and membership 
requirements accumulated, however, Europe has been forced to 
accept some à la carte integration with the Schengen Agreement 
on the free movement of people and the adoption of the common 
regional currency, the euro.

In other regions, restrictive membership criteria apply, although 
none is as demanding as the EU’s acquis communautaire (the body 
of existing EU rules that prospective members must accept). In Latin 
America, for example, the membership criterion of democracy was 
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seldom enforced during the early years of the OAS. With the adoption 
of the Santiago Commitment to Democracy in 1991, however, this 
criterion hardened, and it began to affect collective action during the 
1990s. In addition, the democracy standard diffused to subregional 
organizations and initiatives, such as Mercosur (1997) and the 
proposed FTAA. In this case, a longstanding membership norm 
became operational and effective as political circumstances changed.

As the Latin American example indicates, when an organization 
(or region) has adopted inclusive membership practices (the convoy 
model), shifting to more restrictive membership rules (the club 
model) is difficult but not impossible. Doing so enables members 
that are “cooperators” on particular issues to move forward, even 
when preference outliers are reluctant to participate. The creation of 
different membership categories can ease this transition. Mechanisms 
that allow a shift in membership models include creating selective 
membership incentives (through, or in addition to, the benefits of 
integration) that are only available to “cooperators;” allowing for multi-
speed membership; creating a “variable geometry” within a single 
organization; and designing layers of multiple and complementary 
institutions (Kelley 2009; Pevehouse 2009). These membership changes 
create additional instruments that can be deployed by members (or a 
group of members) to shift others’ behavior and move the regional 
institution and its policies in a pro-integration direction.

As Asia contemplates a new regional architecture, the scale of 
the region, its heterogeneity, and the complexity of its economic ties 
suggest that skillfully designed membership rules will be essential 
if regional institutions are to be effective. Achieving the right mix of 
“cooperators,” organized in club-like arrangements, and wider, more 
inclusive convoys for those less integrated or less committed to policy 
change will be a major challenge in the next phase of designing a 
regional architecture.

5.4. Institutional Effectiveness
Gauging the effectiveness of such a diverse array of regional institutions 
is a daunting task, and one with tentative results at best. As outlined in 
Chapter 3, measuring such effects requires confidence in evaluating 
a counterfactual: the trajectory of national policies in the absence of 
regional institutions. The task is complicated further by the unevenness 
of institutional effects: success in some domains will not be matched 
in others. For example, Europe’s liberalization of trade in services has 
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lagged, despite the creation of a single market; and the effectiveness of 
its regional policies and the global effects of its Common Agricultural 
Policy remain controversial (Wyplosz 2006).

Given the relatively small sample of regional institutions devoted to 
promoting economic integration (at least according to their mandates), 
any estimate of their effectiveness will be imperfect. Associating 
particular institutional features with effectiveness will be even more 
tentative. Many regions display wide gaps between the signing and the 
ratification of regional agreements, as well as significant shortfalls in 
implementation after ratification (Dominguez 2007).

Regional institutions typically follow rather than produce the initial 
wave of economic liberalization and trade expansion. In other words, 
an initial move of unilateral (or reciprocal) liberalization produces 
opportunities that private actors can exploit, as well as demands for 
consolidating and extending those gains. As the Asian experience 
demonstrates, this model of trade expansion can persist for some time 
without the creation of robust regional institutions.

After their creation, the experience of Europe and the Americas 
suggests that effective regional institutions can have two significant 
effects. First, they can lock in gains from both earlier liberalization and 
negotiated commitments, and prevent backsliding when economic 
or political conditions worsen: the ratchet effect. In the course of 
European institution building, successive rounds of pooling sovereignty 
and delegating authority to regional institutions increased the 
credibility of national commitments to future integration (Moravcsik 
1998). Mercosur’s relatively weak institutions helped prevent an 
overturning of liberalized trade among its members, even during 
successive economic crises in the late 1990s and 2000s. NAFTA helped 
to consolidate economic liberalization in Mexico during and after the 
peso crisis of 1994/95. Regional institutions in the Americas have been 
less effective, however, when they have attempted to promote an 
economic agenda beyond trade liberalization (Dominguez 2009).

Regional institutions have also shifted national policies toward 
ones that promote regional integration. NAFTA imposed important 
adjustments on Mexico’s legal and administrative systems and 
contributed to its democratization. European institutions, particularly 
the EU’s membership conditionality, speeded the transformation and 
consolidation of domestic political and economic institutions in Eastern 
Europe after 1989 (Kelley 2004, 2009). In assessing the influence of 
regional institutions on corruption, Pevehouse (2009) reiterates the 
importance of membership incentives, noting that a combination of 
transferring best practices and offering selective incentives through a 
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club model of membership is likely to be most effective in changing 
national policies.

For contemporary Asia, perhaps the most important link between 
institutional design and effectiveness concerns the agenda of deeper 
integration—dealing with barriers to exchange that lie behind national 
borders and are often deeply embedded in domestic politics and 
policy. In all regions apart from Europe, unilateral national decisions to 
reduce trade barriers or commitments undertaken at GATT/WTO have 
been more important than regional institutions in expanding regional 
trade volumes. If regions wish to move beyond the elimination of 
barriers to exchange at the border, however, are more substantial 
regional institutions with effective delegated authority required?

From the very limited array of regional institutions that have 
pursued an effective deeper integration agenda, several paths to 
effectiveness are apparent. European analysts agree that deeper 
integration required greater delegation to supranational institutions, 
even though the EU’s particular institutional model may not be optimal 
for other regions (Baldwin 2009; Hix 2009; Wyplosz 2006). Without 
the EEC’s institutions, Europe might well have remained a large and 
successful free trade area, despite its founders’ commitment to “ever 
closer union.” Box 5.5 explains in greater detail how Europe balances 
delegation with national sovereignty.

NAFTA, with its small but heterogeneous membership, is more 
similar to regional arrangements in Asia and other developing 
regions. Its more extensive integration agenda did include some 
delegation to third-party adjudicators, but its alternative to EU-style 
supranationalism was reliance on the precision and binding character 
of the NAFTA agreement. Australia and New Zealand have also 
pursued an ambitious agenda of deeper economic integration since 
1983 through their agreements on Closer Economic Relations.88 They 
have done so without building substantial bilateral institutions to 
govern their deepening interdependence. Rather than being a model 
for other economic partners, exceptional circumstances appear to 
explain the absence of institutionalization: bilateral trade was not a 
dominant share of either partner’s external commerce, reducing their 

88 Closer Economic Relations (CER) replaced an existing free trade agreement between 
Australia and New Zealand. In its first phase, CER aimed to achieve free trade in goods 
and services. After a 1988 review, when that agenda was substantially complete, the two 
partners embarked on a deeper integration agenda, which included harmonization of 
business law and regulatory practices, customs procedures, government purchasing, and 
technical barriers to trade. 
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European Union (EU) governments have 
delegated specific powers to the European 
Commission (EC) and the European Court 

of Justice (ECJ) to promote the integration of EU 
markets. The EC has been granted the power 
to propose EU legislation, and both it and the 
ECJ are charged with enforcing EU treaties and 
secondary acts. This delegation of powers in the 
mid-1980s helped Europe create a single market 
by the end of 1992. Delegating agenda-setting 
to the EC enabled EU states to overcome policy 
gridlock; delegating legal enforcement to the EC 
(which takes cases to the ECJ) enabled member 
states to commit to implementing economic 
integration deals. At the same time, EU institutions 
have been carefully designed to limit any threats 
to national sovereignty that might result from this 
delegation.

First and foremost, the initial decision to 
delegate requires the unanimous consent of 
heads of state and government. Giving the EU a 
new policy competence or changing decision-
making in a policy area from unanimity among 
member governments to majority voting requires 
an amendment of the EU treaty, which in turn 
requires unanimous agreement among EU heads 
of state and government and national ratification 
by parliamentary vote, referendum, or both. This 
is a very high threshold for delegating any new 
powers to the EC.

Second, the rules governing the selection of 
the EC ensure that the preferences of the executive 
are close to those of member governments. The 
EC president is chosen by consensus among EU 
heads of state and government, and must receive 
the majority support of the European Parliament. 
This ensures that the EC president shares 
governments’ vision for the EU and commands 
broad national and political support. In addition, 
each EU state appoints a commissioner, so that 
the preferences of each member government 
are represented inside the EC. In effect, the EC is 
both an intergovernmental body (in terms of its 
representation structure) and a supranational one 
(in terms of its role and powers).

Third, high decision-making thresholds and 
multiple checks and balances on the adoption 
of the EC’s legislative proposals ensure that all 
EU policy outcomes are highly consensual. Under 
the main legislative procedure for regulating 
the single market (known as the “co-decision 
procedure”), the EC’s legislative proposals need 
to muster a simple majority inside the EC, a 
qualified majority among government ministers 
in the Council of Europe (although in practice 
decisions tend to be highly consensual), and a 
simple majority in the European Parliament. Thus 
EC proposals cannot be adopted without the 
support of a broad coalition of both governments 
and political parties.

Box 5.5. how Europe Balances Delegation with National Sovereignty

mutual vulnerability; they share a high degree of political transparency 
and have similar domestic institutions; and national preferences were 
clearly aligned in favor of liberalization (Kahler 1995).

Two additional findings qualify the relationship between 
institutional design and the effectiveness of institutions at promoting 
economic integration.
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First, institutional complexity in itself does not promote national 
policy change or regional economic integration. The “massive 
institutional superstructure” of the LAS seems to have had little effect 
on regional relations or economic integration in the Middle East 
(Solingen 2009). The redesign of the Andean Community in the 1990s 
had “little incremental impact on trade integration and accomplished 
little else in other economic or political respects” (Dominguez 2009).

Second, niche institutions with specific functions have often been 
more effective than region-wide institutional panoplies. For example, 
the Andean Court played a significant role in the development of 
intellectual property law (Voeten 2009). Two institutions that provided 
risk pooling for different purposes—the Andean Development 
Corporation (CAF) and Latin American Reserves Fund (FLAR)—were 
useful adjuncts to other more important conduits of external finance in 
the Latin American region (Dominguez 2009).

5.5. Feasible Institutions for Asia
A survey of IRIs indicates that Asia is less of an outlier than is often thought. 
Although other regions have developed more elaborate institutions, their 
influence in spurring the growth of intraregional trade and investment 
has, with few exceptions, been modest. The first question for Asia 
is whether its model of successful regional economic integration, 
based largely on unilateral liberalization and WTO commitments, has 
been exhausted—and therefore whether new regional initiatives and 
institutions are needed. This report answers in the affirmative.

Regional comparisons offer at least partial answers to an equally 
important question: if Asia needs new regional institutions, what 
design will be most effective in deepening economic integration 
and building a more durable cooperative framework? This raises a 
prior question: is further institutionalization feasible? Skeptics often 
argue that Asia is highly unlikely to build new and more substantial 
regional institutions because of its heightened attachment to national 
sovereignty. As the current array demonstrates, Asian governments are 
wary that strengthened regional institutions would intrude into their 
domestic political space and policy autonomy. However, the claim that 
sovereignty costs are an insurmountable barrier to regional institution 
building in Asia is incorrect, for three reasons.

First, Asia is not unique in prizing national sovereignty: governments 
in all regions display both a strong concern for their sovereignty and a 
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reluctance to grant authority to regional institutions. Although Europe 
has gone further than other regions in using pooled sovereignty and 
delegated authority as a commitment device, European institutions 
are constrained by national governments through an intricate design 
that combines institutions of representation and those with delegated 
authority (Hix 2009). In other regions, postcolonial sensitivities about 
sovereignty have hampered regional institutions from their inception. In 
Latin America, the OAS founding principles included the protection of 
national sovereignty and maintenance of existing (previously colonial) 
borders (Dominguez 2007). Relatively weak regimes in Africa and the 
Middle East used the OAU and LAS for the same purpose (Herbst 2007; 
Barnett and Solingen 2007).

Second, nearly every generalization regarding Asia, sovereignty, 
and international institutions is refuted by Asian participation in global 
institutions: Japan’s support for a strengthened dispute settlement 
mechanism at the WTO; the People’s Republic of China’s negotiation 
of a WTO protocol of accession that imposed stringent requirements 
to change domestic regulations and laws; and the willingness of 
ASEAN member states to turn to the International Court of Justice 
for the resolution of territorial disputes (while ignoring ASEAN’s own 
dispute settlement mechanism). Asia’s participation record in global 
institutions scarcely suggests that Asian governments are unwilling to 
compromise their sovereignty to achieve wider objectives.

Third, for smaller (and even larger) open economies that are 
integrated into regional and global economies, sovereignty—defined 
as effective control over national policies—has already declined 
sharply. Smaller European economies (and even some larger ones) 
have calculated that having a voice in regional institutions will 
often restore sovereignty rather than impair it. Many smaller Asian 
states may also make this calculation—trading diminished national 
policy autonomy for stronger regional institutions over which their 
governments exercise at least some control.

Even so, concerns over sovereignty cannot be set aside in 
designing regional institutions for Asia; they will necessarily shape any 
feasible institutions. The record of institutional design in other regions 
offers the following guides for institutional innovation in Asia.

• So long as a relatively open international environment and 
heterogeneous national preferences persist, a European-style 
leap to regional institutions with substantial delegated authority 
is unlikely: change will be incremental. (A protectionist backlash 
in the US and Europe might prompt a defensive regionalism in 
Asia, however.)
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• Two conditions that moved Europe beyond free trade 
agreements may support the strengthening of regional 
institutions in Asia. The first is the advance of industrialization, 
which created demand in Europe for regional action to protect 
domestic policy interventions, notably social protection. The 
second is the demand to reduce behind-the-border barriers to 
economic exchange in order to create a single market.

• The process of creating new institutions should be transparent, 
given the openness of Asia’s regional economy and its 
importance to the global economy.

• Scale, divergent preferences, and dependence on the global 
economy lend support to a two-tiered or multilayered approach 
to regional architecture. A pan-Asian or region-wide institution 
could link nonmember states to institutional development, 
while subregional or functional clusters of “cooperators” with 
more closely aligned preferences over policy and institutions 
could move forward more quickly. A dominant regional 
organization, such as the EU, is unlikely to emerge given Asia’s 
regional characteristics and the global environment.

• A large-membership regional institution that combines 
economic, foreign policy, and security agendas would also 
permit programs of political reconciliation and possibly military 
confidence building that have been instrumental in furthering 
regional economic cooperation elsewhere.

• The significance of both global and subregional rules and 
institutions for the Asian regional economy points to another 
role for a peak Asian regional organization: monitoring the 
compatibility of subregional and bilateral arrangements with 
regional and global commitments.

• Regional comparisons and Asia’s engagement with 
global institutions suggest that sovereignty costs are not 
insurmountable. Concerns over relinquishing policy autonomy 
can be met through the design of delegation mechanisms and 
adequate representation for national governments.

• Regional economic institutions have played a useful role 
in consolidating gains from liberalization and preventing 
backsliding by national governments. This suggests a possible 
role for institutions in codifying the unilateral gains that have 
produced “Factory Asia” (Baldwin 2009).

• Groups of cooperating governments that wish to pursue 
deeper economic integration have several institutional 
alternatives: increasing the degree of precision and obligation 
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in cooperative agreements; delegating more authority to 
regional or subregional institutions; or using initial membership 
conditions to signal cooperative commitments. Successfully 
networked institutions could in turn coordinate their agendas 
and actions, producing a layered architecture directed toward 
deeper integration, with different subregional or issue groups 
moving at different speeds.

• Setting unique institutional boundaries to Asia (whether 
ASEAN+3, ASEAN+6, APEC, or some other grouping) is 
neither desirable nor feasible. The boundaries of any particular 
cooperative project, embodied in an institution or institutions, 
will be set by membership criteria that should be clearly 
stipulated to reflect member governments’ commitments. 
Membership rules should allow both deeper cooperation 
among smaller groups of regional governments and the 
widening of that cooperation to those that wish, over time, to 
enjoy the benefits of intensified economic exchange.

• Elaborate regional institutions that are not implemented or used 
by member states are unlikely to deepen regional economic 
cooperation or integration.

Integrating Asia’s remarkable economic success is likely to 
demand a new institutional architecture to consolidate its gains and 
support both a new agenda of deeper integration and the inclusion 
of new economic partners. That architecture need not imitate any 
other regional model, although Asia can learn from the experience of 
other regions. Given its scale and diversity, Asia’s regional institutions 
are likely to remain a complicated network that incorporates 
subregional groups of cooperating governments and a region-wide 
peak organization. Suggestions for a feasible and effective regional 
architecture are presented in Chapter 6.
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Chapter 6

Policy Options

T
he case for greater regional cooperation in Asia is broad, 
deep, and compelling (ADB 2008b). Yet marshaling 
collective efforts across this vast, diverse region is a 
challenge. As market-led regional economic integration 
deepens, greater policy cooperation is needed in trade, 

finance, and macroeconomic management, as well as on social, 
environmental, and infrastructure issues. Domestic regulatory 
and institutional reforms—such as pro-competitive deregulation, 
improvements in financial standards, enhancement of governance, 
and stronger social safety nets—are essential for accomplishing these 
objectives. More effective national institutions and closer cooperation 
among governments in the region would complement each other. 

Asia’s growing importance in the global economy also demands 
more ambitious and coherent regional cooperation. To play a 
greater role in addressing global economic issues, the region must 
increasingly act together—not only out of self-interest but also to 
help maintain global economic prosperity. Asia has a huge stake in 
bolstering global economic stability and promoting open international 
markets. By pooling its strengths, it can have more influence on global 
economic institutions, such as the World Trade Organization (WTO) 
and the International Monetary Fund (IMF), to Asia’s benefit and that 
of the world. 

While Asia’s interdependence is growing and economic 
cooperation is intensifying, the region’s great diversity and complex 
politics argue for flexibility and pragmatism in the scope, speed, 
sequencing, and style of economic cooperation. The architecture of 
regional cooperation in Asia is multitrack and multispeed, follows a 
bottom–up approach, and has so far developed relatively light and lean 
regional institutions. While this flexibility is often seen as a weakness—
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not least because European regionalism is often, mistakenly, taken as 
the benchmark—it is in fact both a necessary and a desirable feature 
of the Asian model. Asia is not Europe, as emphasized in Chapter 5. 
Asia’s distinctive approach to cooperation typically allows any group of 
countries, economies, subregions, or territories to join the integration 
process and share in its benefits, regardless of its level of development. 
And as partnerships strengthen, they can lead to deeper and wider 
collaboration. 

Asia’s open, gradual, and flexible regionalism ensures that its 
economic integration remains market-friendly and responsive to the 
region’s diverse economic, political, social, and cultural realities. As 
detailed in Chapter 2, some economies are much more open and 
economically advanced than others. Some have a long tradition of 
political stability, others have only just emerged from conflict. Some 
are more committed to regional cooperation, others have political 
regimes that strictly limit cross-border contact. 

Subregional institutions could continue to make the most of the 
region’s established bottom–up approach, which supports subregional 
cooperation efforts as building blocks for an eventual broader and 
more unified regional architecture. The Association of Southeast Asian 
Nations (ASEAN) has already adopted this approach in its plan to 
create an ASEAN Economic Community (AEC) through the “ASEAN-X 
principle,” which allows two or more countries to pursue negotiations 
and agree to liberalize trade in services in any sector or subsectors, 
with other countries joining in when they are ready.

The region’s flexibility and pragmatism has many advantages. It 
avoids costly and restrictive bureaucracy. It respects countries’ differing 
needs and sensitivities. And it allows the region to remain open to 
newcomers and to the rest of the world. Regional cooperation is not 
an end in itself—and in many cases a flexible, pragmatic approach can 
deliver better results than a rigid, one-size-fits-all framework.

But following a model based only on flexibility and pragmatism 
has limitations. Governments may be reluctant to make commitments 
to regional institutions that do not generate early tangible outcomes. 
They are likely to resort to bilateral negotiations if they feel that broader 
regional cooperation is difficult—even if the benefits from regional 
initiatives are potentially greater. As a result, important regional 
objectives are less likely to be realized than in the presence of stronger 
cooperation mechanisms. More effective and efficient institutions for 
regional integration (IRIs) are increasingly needed to manage Asia’s 
expanding challenges and opportunities.
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6.1. Asia’s Long-Term Vision 
The long-term vision for regional economic integration in Asia and the 
Pacific was set out in the Emerging Asian Regionalism study of the Asian 
Development Bank (ADB) as “a strong, prosperous, outward-looking 
economic community, regionally integrated yet connected with global 
markets, and with responsibility and influence to match its economic 
importance” (ADB 2008b). The study described how an Asian economic 
community would involve a single regional market, connected by 
integrated infrastructure networks, where trade, investment, and 
people could move freely, along with closer economic, monetary, and 
financial cooperation and perhaps even, ultimately, a single currency. 

The creation of such an economic community requires Asia to 
evolve toward a new regional architecture made up of stronger IRIs 
with greater powers delegated from their member countries and 
closer links with each other. While an Asian economic community 
cannot—and should not—be achieved overnight, it is a long-term 
goal which can inspire and guide leaders and policy-makers as they 
craft responses to the region’s short- and medium-term needs and 
challenges.

The Emerging Asian Regionalism study (ADB 2008b) set out the 
rationale for strengthening regional cooperation toward the creation of 
an Asian economic community in the long run as follows:
 • managing spillovers among economies resulting from closer 

macroeconomic relations, greater capital and labor flows, and 
environmental degradation; 

 • liberalizing trade and investment flows beyond levels achievable 
through global and bilateral negotiations; 

 • developing regional infrastructure to strengthen transport and 
energy connectivity within and across Asia’s subregions;

 • finding common solutions to cross-border challenges, such as 
implementing mechanisms to head off epidemics, mobilizing 
resources to address financial crises, and introducing 
regulations to enable countries to integrate financial, goods, 
and services markets; 

 • exercising greater Asian influence in global economic forums 
to help sustain open and competitive global markets; and

 • adding value to national policy-making by sharing experiences 
and best practices as well as exerting peer pressure among 
regional members—including highlighting priorities that may be 
opposed by domestic special interests, introducing measures 
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to enhance competition and regulatory oversight, adopting 
policies to reduce poverty and inequality, and controlling 
environmental externalities.

As Chapter 2 explained, Asia’s economic cooperation and 
integration has emerged over the past few decades through the 
creation of production networks, initiatives to ensure financial 
stability and the deepening and widening of financial markets, the 
development of regional infrastructure, and the provision of regional 
public goods. Following these developments, the agenda for collective 
action in Table 6.1 sets out priorities and policy solutions that are steps 
toward the creation of an Asian economic community. 

With such a vision in mind, accomplishing an Asian economic 
community would imply:
 • an integrated market free of restrictions on flows of goods and 

services; 
 • deeper and more liquid financial markets open to cross-border 

financial flows, with high standards of oversight and strong 
protection for national and foreign investors; 

 • effective frameworks for coordinating macroeconomic and 
exchange-rate policies, taking into account global challenges 
and differing national circumstances; 

 • regional forums and dialogues to address vital social issues, 
such as poverty, exclusion, income insecurity, migration, aging, 
health, and environmental threats; and

 • a consistent voice to project regional concerns in global policy 
forums and enhance responsible global governance. 

Making the vision of a region-wide economic community a reality 
will require countries in Asia and the Pacific to strengthen their IRIs, 
making them more effective institutions, adequately staffed, and 
able to provide first-rate analytical and logistical support. Stronger 
institutions are needed to complement the market-driven integration 
that Asia has experienced so far. As set out in Chapter 1, they are key 
to cementing past gains (notably the development of regional supply 
chains and production networks, and  expansion of intraregional 
cooperation), further deepening the integration process (notably 
by moving from commodity market integration to financial market 
integration and macroeconomic policy coordination), and broadening 
regional integration (building links between South Asia and East Asia 
as well as with other subregions, and incorporating economies that 
have so far been excluded from the process, notably some of Asia’s 
relatively low-income economies).
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Table 6.1. Enhancing Asian Regionalism: An Agenda for Collective Action

Themes

Building an Asian Economic Community: The Way Forward

Priorities Policy Solutions

Integrating 
production

• Enhance investment in, and the productivity 
of, regional economies 

• Strengthen comparative advantage derived 
from regional production chains 

• Promote technological upgrading and 
development of a knowledge economy

• Pursue trade and investment cooperation as 
widely and deeply as possible

• Develop guidelines for best practices in regional 
trade agreements

• Enhance regional infrastructure and connectivity 
via transport and energy links

• Support the global trading system

Integrating 
financial markets

• Increase resilience against financial crises
• Develop larger, deeper regional financial 

markets
• Improve returns for investors and reduce 

capital costs to firms by strengthening the 
regional intermediation of savings

• Improve financial market surveillance 
• Promote the harmonization of standards and 

mutual recognition of regulations
• Strengthen local-currency bond markets and their 

infrastructure
• Liberalize capital accounts and cross-border 

financial services in a prudent manner

Managing 
macroeconomic 
interdependence

• Ensure macroeconomic stability 
• Smooth global economic adjustments, 

including reallocation of the region’s external 
savings to regional demand

• Facilitate rebalancing of the sources of 
economic growth from exports to domestic 
demand 

• Avoid excessive exchange-rate divergences 
across the region

• Increase investment and growth in slower-
growing economies

• Enhance the macroeconomic monitoring capacity 
of regional institutions

• Make macroeconomic consultation and 
surveillance more effective 

• Build on efforts to strengthen regional financial 
initiatives to avoid the recurrence of financial 
crisis and respond to their challenges

• Cooperate in exchange-rate and macroeconomic 
policy management 

Making growth 
inclusive and 
sustainable

• Address climate change and other major 
environmental issues 

• Provide opportunities for developing peripheral 
areas 

• Reduce poverty and income disparities 
• Fight epidemics and mitigate the impact of 

natural disasters
• Improve social safety nets and provide 

support for the aged

• Provide regional public goods by creating forums 
and dialogues to increase awareness and protect 
the environment

• Connect the poor to the thriving regional 
economic centers by developing regional 
infrastructure

• Facilitate and manage labor migration
• Establish regional dialogues to prevent and 

manage epidemics and natural disasters 
• Establish regional forums to promote the 

introduction of cost-effective social protection 
systems 

Source: Adapted from ADB 2008b.
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The strengthening of Asia’s regional architecture must recognize 
the distinctive aspects of Asia’s integration process. Preceding chapters, 
notably the inventory of IRIs in Chapter 4 and the comparisons in 
Chapter 5, point to the following observations as guidelines for 
institution building.
 (i) Asia’s approach to regional integration is pragmatic and flexible, 

resulting in a multitrack and multispeed process. It has adapted 
its cooperative structures to the varied priorities of Asia’s diverse 
economies and subgroups thereof. Regional cooperation and 
integration in Asia have tended to follow a bottom–up approach 
that supports subregional cooperation efforts as building blocks 
for an eventual broader and more unified regional architecture.

 (ii) Asia possesses a dense web of IRIs: our stocktaking exercise 
lists 40—overarching, functional, and facilitating; covering part 
or all of its five subregions, Asia and the Pacific as a whole, or 
linking Asia with other regions of the world.

 (iii) Any attempt to create an institutional architecture capable of 
meeting the challenges of Asian integration must start from 
those existing IRIs that are firmly established. As the survey of 
Asian opinion leaders for this study shows, there is in general 
more support for strengthening the region’s existing IRIs than 
for creating new ones, especially at the subregional level. 

 (iv) Most of Asia’s IRIs are intergovernmental in structure, take 
decisions by consensus, and involve the delegation of only 
limited powers to independent secretariats and other extra-
governmental bodies. There is, however, evidence that 
governments are willing to embrace different institutional 
arrangements when they realize that the advantages of doing so 
are great. Some IRIs, such as ASEAN, have expressed interest in 
building stronger secretariats to which member governments 
may be prepared to delegate more effective authority to handle 
some aspects of common regional policies; others are moving 
toward making decisions through qualified majority voting as 
well as by consensus, as in the case of the Chiang Mai Initiative 
Multilateralisation (CMIM). 

 (v) Asia’s distinctive institutional architecture reflects its political, 
economic, and social characteristics. It is thus less likely to 
adopt a European-style approach with strong supranational 
institutions. The pronounced diversity of Asia’s economies and 
societies represents a major challenge for institution building. 
Moreover, Asian countries that were created only a few decades 
ago following a period of colonization understandably tend to 
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give regional issues a much lower priority than building national 
identity and domestic institutions.

 (vi) Regional and global integration are not alternatives. Asia’s 
economies are continuing to integrate globally as well as 
regionally. Asia’s regional architecture should remain compatible 
with global integration and a strengthening of global governance. 
Unfortunately, Asian countries’ obligations to regional and 
global institutions are not always implemented and interpreted 
uniformly across the region. Asia’s exceptional economic and 
political diversity makes for enormous variation in governments’ 
capacity to bring national practice in line with those obligations. 

 (vii) While Asian integration has been heavily driven by economic 
logic, there is also a broad preference in the region for 
deepening political and security cooperation and elaborating its 
corresponding institutional architecture. A large-membership 
regional institution that combines economic, foreign policy, 
and security agendas would also permit programs of political 
reconciliation and possibly military confidence building that 
have been instrumental in furthering regional economic 
cooperation elsewhere.

6.2. Principles for Reform
To reform Asia’s IRIs the region’s policy-makers will have to tackle 
important issues related to national sovereignty and the extent of power 
delegated to regional IRIs, the role played by secretariats (where they 
exist), membership and compliance rules, decision-making principles, 
stakeholders’ participation, and the institutional linkages among Asia’s 
IRIs and between regional and global institutions. These issues are 
discussed in the recommendations for reform that follow. But before 
discussing specific recommendations it is important to emphasize 
two general principles that can guide efforts and shape strategies for 
strengthening Asia’s IRIs: openness and transparency. 

Openness. Asia’s idea of “open regionalism,” which does not 
discriminate against non-members (Garnaut 1996), suggests that Asia’s 
IRIs ought to make the most of global institutions and conventions. 
These provide a basis for liberalizing and harmonizing arrangements—
both at and behind the border—where there is no strong presumption 
that regional ones should differ from those in the rest of the world. 
This is an effective way of ensuring that measures to cement Asian 
integration also foster the region’s links with the global economy. 



Policy Options

205

At the same time, there needs to be a more efficient division of labor 
between global and regional institutions in areas where Asia has 
specific needs and circumstances.

These points can be illustrated with reference to the 1980 United 
Nations (UN) Convention on Contracts for the International Sale of 
Goods (CISG), which specifies the principles of sales law that should 
be incorporated into national law and provide the basis for court or 
arbitration decisions in the event of disputes. It applies to any contract 
between two parties whose governments have ratified the convention, 
unless it expressly states otherwise. The resulting legal uniformity 
simplifies cross-border business and reduces uncertainty about the 
enforcement of contracts, while governments do not have to start from 
scratch in defining a basis on which to harmonize contract law. So 
far, however, the only Asian countries that have ratified the CISG are 
the People’s Republic of China (PRC), the Republic of Korea, Japan, 
Singapore, Australia, and a handful of Central Asian nations. If more 
Asian governments did so, this would encourage trade and economic 
integration both within the region and with the rest of the world. 

What is true of the CISG also applies to a variety of other global 
conventions. The International Institute for the Unification of Private 
Law has drawn up 12 conventions designed to standardize legal 
practice on everything from financial leasing and international 
factoring to travel contracts and internationally intermediated 
securities.89 However, only a few Asian countries have signed any of 
these conventions. The UN Commission on International Trade Law 
has endorsed conventions on letters of credit (documentary credits), 
contracts for the international carriage of goods by sea, cross-border 
insolvency, and other commercial matters.90 Again, only a small 
number of Asian countries have signed. The Hague Conference on 
Private International Law has promulgated conventions on contracts, 
torts (such as product liability and traffic accidents), and securities 
held with intermediaries, as well as on trusts and the recognition of 
companies, none of which has yet been adopted by Asian countries.91

89 www.unidroit.org/English/conventions/c-main.htm
90 www.uncitral.org/uncitral/en/uncitral_texts.html
91 www.hcch.net/index_en.php?act=text.display&tid=10#commerceH. Asian countries can 

adopt such conventions unilaterally. There are compelling arguments for why this is in their 
interest. The question therefore is why more have not yet done so. It could be that, given 
even limited costs of changing legal provisions, there is a coordination problem. Individual 
Asian countries may be reluctant to move before other Asian countries with which they 
do extensive business. Or it could be that costs of bringing domestic law and practice into 
conformity are nontrivial for countries with relatively limited institutional capacity. Both 
explanations point to a role for regional facilitating bodies, such as ADB or the UN Economic 
and Social Commission for Asia and the Pacific (ESCAP), in providing technical assistance 
and for country groupings such as ASEAN or ASEAN+3 in coordinating the response.
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In many key areas, however, such as macroeconomic stability, 
development finance, trade liberalization, and financial stability, Asian 
institutions can complement the activities of their global counterparts, 
as summarized in Table 6.2.

In the area of macroeconomic stability, the IMF’s Article IV has led 
to procedures on which Asia’s own nascent surveillance activities can 
usefully draw. ASEAN+3 (the PRC, Japan, and the Republic of Korea) 
countries recognized the IMF’s experience in structuring emergency 
financial assistance and conditionality when developing the CMIM. 
Under its provisions, countries are required to enter into a program 
with the IMF in order to draw more than 20% of their CMIM quota. 

In future, regional organizations—alongside the IMF—could act 
as “first responders” in the case of regional threats. This could avert 
the criticism that the IMF reacts too slowly because it represents the 
interests of countries outside the region, and it could better internalize 
spillovers among closely linked economies. The IMF’s European 
programs implemented in 2008–2010 to address the financial crises 
in Iceland, Hungary, Latvia, Greece, and other countries represent 
early examples of this kind of innovation. The negotiations with the 
crisis countries included major European stakeholders, notably the 
European Union (EU) and the European Central Bank (and Nordic 

Table 6.2. Complementarities between Global and Asian Institutions

Function Global Institutions Asian Institutions

Macroeconomic 
stability

International Monetary Fund
Global and national surveillance, crisis lending, 
systemic stability 

Asian Monetary Fund (to evolve from CMIM)
Regional surveillance, crisis lending, stability

Development 
finance

World Bank
Global public goods: poverty, environment, 
food, and energy

Asian Development Bank
Regional development priorities, regional 
infrastructure lending

Trade liberalization World Trade Organization
Global disciplines, dispute resolution, Article 
XXIV

Asia-Wide Free Trade Agreement
(to be forged by consolidating existing FTAs)
Deeper and wider regional trade agreement

Financial system 
stability

Financial Stability Board
Standards of global financial markets, colleges 
of regulators

Asian Financial Stability Dialogue
(to be created)
Asian financial markets’ regulatory initiatives

Notes: CMIM = Chiang Mai Initiative Multilateralisation, FTA = free trade agreement.

Source: Adapted from Kawai, Petri, and Sisli-Ciamarra (2010).
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governments in the case of Latvia). These stakeholders contributed 
roughly as much funding as the IMF. The newly created European 
Financial Stability Facility designed to cope with the sovereign debt 
crisis in Greece and potentially other euro-zone member countries had 
an even larger regional component: euro-zone countries contributed 
€600 billion, while the IMF contributed €150 billion. Replicating 
this pattern in other regions would represent a major innovation 
in flexibility. In Asia, the CMIM provides an especially opportune 
foundation for such complementary responsibilities. This could also 
allow the emergence of a new model of Asian collaboration with the 
IMF, drawing on Europe’s example.92

In the area of development finance, the World Bank provides 
technical assistance and finance for development projects not just 
on a self-standing basis but also in cooperation with Asia’s IRIs. For 
example, senior managers from the World Bank and ADB meet 
annually to review their country programs and develop joint initiatives. 
They also issue joint reports to staff. Reducing poverty and income 
disparities and boosting investment and growth in the region’s 
slower-growing economies are explicit goals of the Asian economic 
community. Where their agendas overlap, ensuring the coherence of 
the efforts of Asia’s IRIs and global institutions is an essential element 
of shaping a new regional institutional architecture.

Ideally, global multilateral financial institutions should focus 
on global objectives and externalities, such as the Millennium 
Development Goals, climate change, food and energy security, and 
epidemics. They could also provide infrastructure for development 
finance, including the collection and dissemination of knowledge 
and research findings. Regional development banks could focus on 
regional issues and externalities, such as infrastructure connectivity 
and regional environmental protection. They could also support 
projects funded and managed by the countries most interested in 
them. A good example is the creation of the Credit Guarantee and 
Investment Facility (CGIF) as ADB’s trust fund to promote local-
currency bond markets in ASEAN+3 countries (see Chapters 2 and 4). 
Similar initiatives could support cooperation and integration among 
a selected number of members, although this would imply departing 
from current practice requiring a majority of members of (global and 
regional) development banks to approve their activities.

In the area of trade liberalization, trade policies could be 
harmonized across Asia in a manner that strengthens the region’s 

92 Section 6.5 discusses how an Asian Monetary Fund could evolve from the CMIM.
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integration with the rest of the world by bringing national law and 
practice into conformity with WTO protocols—which cover trade 
in goods and services, as well as intellectual property rights—a 
strategy that has worked well previously. The Information Technology 
Agreement negotiated after the first WTO ministerial has been 
a successful basis for harmonizing policy toward information 
technology and elaborating regional electronics supply chains. The 
Annex on Basic Telecommunications Services has facilitated the 
harmonization and integration of telecommunications infrastructure 
in the region. Several Asian economies have also signed up to the 
WTO’s Government Procurement Agreement, thereby harmonizing 
their procurement practices with those of their external trade 
partners.

Unfortunately, the WTO’s Doha Round negotiations have stalled, 
while regional agreements continue to proliferate. There is no link 
between these tracks, which should ideally coalesce into larger, even 
global, agreements. The WTO would have much to offer in crafting and 
administering regional trade arrangements, ranging from analytical 
services to dispute resolution. A link between regional and global 
processes could address the challenge of making regional free trade 
agreements (FTAs) more multilateral-friendly, for example by using 
standard approaches to address vexing issues, such as rules of origin. In 
Asia, wide-ranging discussions are under way concerning the formation 
of a region-wide FTA, possibly by connecting complex, overlapping 
FTAs into one simplified agreement, as articulated in Section 6.5. With 
Asian FTAs unified, it would also be easier for regional economies to 
negotiate transregional FTAs with North America (through Asia-Pacific 
Economic Cooperation—APEC) and Europe (through the Asia-Europe 
Meeting—ASEM), providing in turn a path to global trade integration 
(Kawai and Wignaraja 2010).

In the area of financial stability, the finance sector assessment 
programs that the IMF conducts jointly with the World Bank are a 
useful input into the process of strengthening and integrating national 
financial markets. The Basel Committee on Banking Supervision 
and the Financial Stability Board (FSB), both of which have Asian 
representation, are the basis for global efforts to set capital adequacy 
standards for banks, supervise nonbank financial institutions including 
hedge funds and private equity funds, formulate policies toward 
offshore financial centers, and generally strengthen the supervision and 
regulation of financial markets. More recently, they have promulgated 
standards and defined best practice for a range of financial stability 
issues highlighted by the 2007/08 crisis, such as liquidity and 
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provisioning practices. By bringing national regulation and practice 
into compliance with Basel Committee and FSB standards, supervision 
and regulation within Asia could be harmonized so as to promote the 
integration of regional financial markets while strengthening their links 
to global ones.

The recent global financial crisis has highlighted the need for 
an international framework to monitor, regulate, and supervise 
cross-border transactions, including the activities of systemically 
important financial firms and products. The FSB has been tasked 
with establishing such a framework and coordinating the authorities 
charged with implementing it. It is also charged, in collaboration 
with the IMF, with providing early warning of macroeconomic and 
financial risks and proposing actions to remedy them. The same issues 
are being addressed in Europe by the new European Systemic Risk 
Board, which is mandated to oversee macroprudential regulation 
and supervision, and by a European system of financial supervisors 
for banking, insurance, and securities markets. A structure similar 
to the European one should be developed in Asia. An important first 
step would be to create an Asian Financial Stability Dialogue (AFSD), 
as discussed in Section 6.5, to promote financial stability, assist in 
long-term financial market development, and establish standards for 
governance and transparency in the region. Such an institution could 
play a valuable role by translating FSB initiatives into a regional context 
and then helping to implement them.

Transparency. The perception survey of opinion leaders in the 
region conducted for this study (Appendix 1) suggests that governing 
principles and decision-making structures urgently need to be 
improved so as to strengthen overarching subregional institutions 
such as ASEAN, the South Asian Association for Regional Cooperation 
(SAARC), and the Pacific Islands Forum (PIF).93 

Transparency is one obvious mechanism for enhancing the 
accountability of Asia’s IRIs and strengthening their governance. While 
some IRIs have become more transparent, they generally remain the 
only source of information on their actions, without a proper feedback 
mechanism, making it hard for stakeholders to distinguish aspirations 

93 Consider, for instance, this quote from Ong Keng Yong, former ASEAN secretary-general, 
at the ASEAN-European Commission Regional Symposium in November 2005: “Without 
giving a voice to the many partners involved in ASEAN’s agenda and priorities and without a 
systematic and open accounting of the resources and policies needed, ASEAN would not be 
able to achieve the desired outcome of its plans and programs. The rule of law and effective 
regulations are essential to realizing the objectives of the AEC and other goals of ASEAN 
community building. There is an acceptance of such attributes of good governance.”
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from achievements. Establishing compliance boards—independent 
entities composed of business and academic members to assess 
progress in achieving the institutions’ mandates and effectively 
implementing their operations—would help. Global institutions 
have already moved in this direction. The IMF has established the 
Independent Evaluation Office, staffed in part by outside experts, which 
makes its reports available to the public.94 The WTO has created the 
Textiles Monitoring Body to monitor implementation of its Agreement 
on Textiles and Clothing.

More generally, it would be desirable to encourage greater 
participation in Asia’s IRIs by civil society members who support the 
goals of regional integration. If national governments, for whatever 
reason, chose to slow regional economic integration or renege on 
their regional commitments, suitably empowered private actors 
which would benefit from further integration might then be able to use 
regional institutions to revitalize the process, interpret agreed rules, 
and prevent further backsliding, as the EU example shows (Chapter 3). 
Asia’s IRIs, from this point of view, remain too isolated from the 
societies they serve. 

This can be corrected by institutional reform. In Europe, complaints 
that regional integration suffered from a “democratic deficit” led to 
provision in the EU’s 2009 Lisbon Treaty for a new form of public 
participation in shaping policy, the European Citizens’ Initiative, which 
enables EU citizens to petition the European Commission (EC) to bring 
forward an initiative of interest to them in an area of EU competence. 
Signatures must be obtained from at least 1 million citizens from a 
significant number of member states. 

Less ambitiously, Asia’s IRIs could convene outreach seminars 
so that a broad range of voices are heard before reaching policy 
decisions. In Europe, for example, EU Trade Commissioner Karel 
De Gucht has brought together representatives from, among others, 
nongovernmental organizations, business and industry associations, 
consumer groups, trade unions, employers’ organizations, faith-based 
groups, and research institutes to provide input into an EC proposal for 
regional trade policy reform. Box 6.1 elaborates on how to involve civil 
society in Asian IRIs.

As well as suggesting that Asian regionalism should be open 
and more transparent, this report offers three sets of specific 
recommendations for shaping a new institutional architecture in 

94 ADB also has an Independent Evaluation Department that conducts an assessment of its 
policies, strategies, programs, and projects, including their design, implementation, and 
results (www.adb.org/Evaluation/about/default.asp)



Policy Options

211

Most intergovernmental institutions for 
regional integration (IRIs) in Asia—
with the notable exception of the Asian 

Development Bank (ADB)—involve very limited 
participation from grassroots civil society, although 
they do accord advisory roles to elite civil society 
organizations (CSOs) such as regional networks 
of academics and other researchers as well as 
business people. However, as Asia’s regional 
architecture evolves to support the development 
of an Asian Economic Community, grassroots 
CSOs will need to become more involved. They 
can help make IRIs’ agendas and operations 
more responsive to society’s needs and ensure 
they follow proper principles of transparency, 
governance, and accountability.

Asia is now home to a vibrant regional civil 
society. A diverse range of grassroots CSOs 
operate across borders, often through networks. 
They seek to respond to cross-border collective 
action problems and make CSOs’ voices heard 
by policy-makers (Nesadurai 2009). CSOs offer 
alternative governance models that tend to 
take more account of neglected issues such as 
the environment or marginalized groups such 
as workers, migrant laborers, and indigenous 
communities. They may also supply better 
information and knowledge on issues such as 
HIV/AIDS, environmental conservation, gender, 
and disaster relief, allowing them to work in 
close partnership with governments and regional 
institutions. 

Through their information and knowledge-
based advocacy CSOs can improve the quality of 
regional governance. Institutional effectiveness 
is enhanced if CSO activity helps institutions 
review their goals, introduce new agenda items, 
consider new ways of addressing problems, 

and thus improve their governance. A plurality 
of information and perspectives increases the 
likelihood of finding more comprehensive—
and ultimately more politically and socially 
sustainable—solutions, even if it takes longer to 
reach an informed decision. By engaging with 
grassroots CSOs, as they do with the regional 
business and scholarly networks, Asia’s IRIs can 
pool a range of competencies and collaborate on 
addressing shared problems. 

Accountability to all key stakeholders likely 
to be affected by an institution’s activities and 
processes is also becoming crucial to legitimizing 
its governance arrangements. To draw more on 
CSOs’ contributions, IRIs could provide a regional 
“public sphere” in which institutional elites and 
a variety of civil society voices could interact and 
engage in public discussion. This could stimulate 
communication among all stakeholders and 
widen the debate, both of which could lead to 
desirable substantive change. 

Regional institutions could also develop more 
formalized, regular mechanisms through which 
CSOs could submit research reports, position 
papers, and comments on items on the regional 
institutional agenda, for active consideration 
during official deliberations on policy matters. 
Creating a civil society office within regional 
institutions, as exists at ADB, could help integrate 
CSOs and their inputs into institutional processes, 
and engage with all stakeholders. Regional 
institutions could also introduce transparency 
measures, mechanisms for internal or independent 
evaluation, and procedures for receiving external 
complaints and providing institutional responses. 
ADB’s Accountability Mechanism provides one 
possible template, the World Bank’s Inspection 
Panel another.

Box 6.1. Involving Civil Society
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Asia and the Pacific conducive to the creation of an Asian economic 
community. 
 • Strengthen and rationalize overarching IRIs. 
 • Develop institutions to exploit compelling functional 

opportunities. 
 • Establish new pan-Asian institutions and empower existing 

ones.
These three recommendations are developed in the following 

sections.

6.3. Strengthening Overarching 
Institutions 
Overarching IRIs play a key role in the Asian integration process. Both 
subregional and intraregional institutions need to be strengthened, 
while intraregional ones also need to be rationalized. Four of Asia and 
the Pacific’s five subregions have an overarching institution that needs 
to become more effective: ASEAN in Southeast Asia, SAARC in South 
Asia, PIF in the Pacific, and the Trilateral Summit (TS) in Northeast 
Asia.95 (As discussed in Chapter 4, Central Asia does not yet have an 
overarching IRI.96) They need to create more effective, autonomous 
secretariats, equipped with stronger agenda-setting and surveillance 
powers, adequate financial and human resources, and clear legal 
mandates; establish clearer and more objective membership rules; 
develop enhanced decision-making rules; and build stronger links 
both with each other and with national agencies in order to promote 
closer integration among Asia’s subregions. At the intraregional level, 
ASEAN+3 and the East Asia Summit (EAS) both need to establish a 
secretariat. 

Stronger secretariats. There have been a number of proposals for 
creating stronger, more independent secretariats that could help IRIs 
set their increasingly complex agendas, issue forthright assessments 
of national policy untainted by political considerations, better support 

95 Although the TS is newer and less comprehensive than the others, it has recently emerged 
as an important IRI and has great potential to strengthen economic cooperation and 
 integration among its members, with considerable influence on the wider East Asian region.

96 The Economic Cooperation Organization, Eurasian Economic Community (EurAsEC), and 
Central Asia Regional Economic Cooperation (CAREC) are not classified as overarching 
 subregional IRIs for Central Asia either because they include countries outside the  subregion, 
or because, in the case of CAREC, it is not governed by a summit of political leaders. 
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efforts to encourage policy coordination within the region, and monitor 
countries’ compliance with their integration obligations.

More ambitiously, stronger secretariats could publish scorecards 
of countries’ compliance with their integration obligations. To provide 
further insulation from politics, such scoring could be outsourced 
to an independent third party. Ratings would cover both policy 
inputs (such as whether relevant legal and regulatory changes had 
been undertaken or budgetary procedures had been reformed in 
the recommended manner) and policy outputs (such as whether 
national market prices had converged with prices elsewhere in the 
grouping or budget and current account balances had been reduced 
to recommended levels).97

ASEAN has recently made progress in this direction. Its secretariat, 
which is tasked with monitoring and assessing the implementation 
of the AEC Blueprint, has developed a scorecard and conducted 
its first assessment in May 2009. However, the secretariat was not 
authorized to reveal the final scores to the public and some ASEAN 
members questioned the usefulness of the secretariat’s approach, 
arguing that it was little more than a checklist of individual members’ 
actions and provided no guidance as to how they should prioritize 
what still needs to be done. Some ASEAN members then asked 
the newly established Economic Research Institute for ASEAN 
and East Asia, an intergovernmental policy think-tank, to develop a 
more analytical approach to monitoring and assessment. A steering 
committee composed of the chair of the ASEAN High Level Task Force, 
a representative of ASEAN’s secretariat, and the chair of a network 
of various East Asian research institutes was formed to guide the 
process.98 These are potentially significant steps toward more effective 
surveillance within ASEAN.

Financial resources. Effective secretariats will need adequate 
financial resources. Two key issues—the size of the secretariat’s budget 

97 The procedure might be undertaken annually. A study on ASEAN by McKinsey & 
Company (2004) offers suggestions along these lines. That said, the limitations of existing 
mechanisms for multilateral surveillance provide grounds for caution. IMF surveillance, 
especially of large countries that do not borrow from the IMF, is not particularly effective. 
Given that there has been a reluctance to make the IMF’s surveillance more independent 
of its members, it might also be difficult to move toward vigorous independent surveillance 
at the regional level. Even so, there is a clear ongoing attempt to strengthen multilateral 
surveillance: witness, for example, G20 governments’ commitment at their September 
2009 Pittsburgh summit to empower the IMF to organize peer reviews of big-country 
policies. There is reason to think that sentiment in Asia will gravitate in the same direction.

98 Some countries initially insisted that all ASEAN members be represented on the steering 
committee, which suggests that they are still uncomfortable with delegating this task to an 
independent body.
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and how it is funded—are linked. In the case of ASEAN, the principle 
of “equal contribution” tightly constrains the secretariat’s finances and 
makes it dependent on external funding, since its budget is limited 
to what the smallest ASEAN economy (the Lao People’s Democratic 
Republic) can afford. Asia’s IRIs—especially overarching, subregional 
ones—would be more effective if member countries’ budget 
contributions were proportional to their gross domestic product, as is 
the case in the EU. While bigger contributors might then demand a larger 
voting share, decision-making mechanisms can be designed such that 
small countries retain an important say. Another option is for individual 
member countries to fund various secretariat activities directly, as is the 
case with SAARC centers funded by their different host countries.

Human resources. Effective secretariats also require a strong 
analytical and administrative capacity. In particular, they need to be 
able to attract world-class professionals by offering a competitive 
salary and benefits scheme and to develop a regional agenda from 
the perspective of the IRI rather than that of its member countries. 
This implies creating proper career positions in the secretariat that 
go beyond, for example, the typical three-year secondments to the 
secretariats of ASEAN, SAARC, and other Asian IRIs.

Regional opinion leaders support further movement in this 
direction. For example, two-thirds of survey respondents think that 
increasing the financial and human resources of ASEAN’s secretariat 
is a high priority, as Figure 6.1 shows; and 57% think ASEAN urgently 
needs to create a truly regional bureaucracy with permanent staff 
positions. A majority (58%) think delegating more powers from national 
institutions to ASEAN is a priority 

In the case of SAARC, 58% of respondents think increasing the 
financial and human resources of its secretariat is a priority; the figure 
is 46% in the case of PIF (Figure 6.2). Respondents think the top priority 
for these two IRIs should be improving their governance and decision-
making structures.

Legal mandate. IRIs’ secretariats also require a clear legal 
mandate that defines their roles and responsibilities and those of 
the secretary-general and other key titleholders, so that everyone 
knows what they can (and cannot) do; the stocktaking exercise 
in Chapter 4 suggests that Asia’s IRIs tend to have either a limited 
and narrow mandate or none at all. For example, the secretaries-
general of overarching subregional IRIs ought to have the power 
to represent their institutions in regional and global forums, as the 
EC president does. While ASEAN’s secretary-general and chair 
were invited to attend recent G20 meetings, they could not speak 
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on behalf of their members, which clearly had less influence as a 
result. As discussed in Chapter 5, Asia can learn from other regions’ 
experience in balancing the delegation of powers to IRIs with 
national sovereignty. 

Membership and compliance rules. As well as stronger 
secretariats with a clear legal mandate, Asia’s IRIs need clearly defined 
membership and compliance rules. Whereas the EU requires new 
members to have a market economy, be fully democratic, and absorb 
the body of European law into the national legal system, ASEAN’s 
gradual enlargement from 5 members to 10 was not based on any 
stated objective criteria. Political considerations were paramount, as 
they doubtless will be in determining Timor-Leste’s possible accession. 

Figure 6.1. Priorities for Institutional Reform in ASEAN

ASEAN = Association of Southeast Asian Nations, GDP = gross domestic product.

Note: Values are based on total responses (1,000) to ADB’s 2010 perception survey of opinion leaders in Asia and the Pacific. The question was: 
Assess the most urgent initiatives that are required to strengthen the capability of selected institutions in Asia and the Pacific.

Source: ADB (2010).
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Several countries have also applied to join the EAS, but it is not clear 
how their applications will be judged. 

Compliance rules ought to ensure predictability by giving members 
incentives to abide by them. Asia’s IRIs ought to introduce sanctions 
for not complying with their rules, including the threat of expulsion or 
suspension. Currently they mostly rely on peer pressure; sanctions are 
rare, creating uncertainty and weakening institutions’ cohesiveness. 
While ASEAN has introduced a dispute settlement mechanism, 
countries have so far not used it: they prefer to resolve disputes through 
global institutions, notably the WTO, as Chapter 4 explains. 

Decision-making. Asia’s IRIs need to supplement their consensus-
based decision-making rules with the possibility of taking some 

Figure 6.2. Priorities for Institutional Reform in SAARC and PIF

PIF = Pacific Islands Forum, SAARC = South Asian Association for Regional Cooperation.

Note: Values are based on total responses (1,000) to ADB’s 2010 perception survey of opinion leaders in Asia and the Pacific. The question was: 
Assess the most urgent initiatives that are required to strengthen the capability of selected institutions in Asia and the Pacific.

Source: ADB (2010).
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decisions by qualified or simple majority voting. As the comparative 
analysis in Chapter 5 highlights, Asia is not alone in prizing national 
sovereignty—and an attachment to autonomy has not prevented 
governments in other integrating regions (or, indeed, in Asia itself) 
from pooling their sovereignty to achieve important goals and moving 
beyond consensus decision-making when they need to act quickly 
and decisively. One example of this is the ASEAN Charter, which was 
described in detail in Box 4.2. 

In the case of ASEAN+3, developing appropriate decision-making 
rules is a crucial part of managing the relationships between ASEAN 
and the “Plus Three” countries. While growing spillovers among their 
economies argues for closer cooperation with ASEAN+3, one constraint 
on taking up more issues is ASEAN countries’ worry that decision-
making will be disproportionately dominated by the larger “Plus Three” 
members.99 ASEAN members may also be uncertain about whether 
the large countries are prepared to pursue deep integration. For their 
part, the large countries would presumably resist letting smaller ASEAN 
nations drive the process. They would thus be likely to resist majority 
voting rules along the lines of “one country, one vote” that might allow 
coalitions of small countries to dictate decisions. A system of weighted 
voting, where voting shares are related to country size but small 
countries are disproportionately represented, could strike a balance. 

The CMIM, where a voting rule along these lines has been 
adopted, suggests that this approach is feasible. Since providing 
emergency financial assistance speedily in a crisis is vital, the CMIM 
can disburse loans quickly and take other operational decisions by 
qualified majority vote, while the consensus approach is still used 
for deciding on other issues of a fundamentally strategic nature.100 
Other conceivable approaches include supermajority thresholds for 
decision-making requiring, for example, two-thirds of participating 
countries to agree in order for a proposal to carry, or double majority 
voting—where a decision must be supported by a specified majority 
of countries and countries whose populations constitute a specified 
majority of the population of the region. 

Institutional linkages. IRIs’ effectiveness also depends on both 
their internal linkages with relevant national agencies and stakeholders, 

99 This can be thought of as analogous to the process by which discussion of more issues 
has migrated from the G7 to the G20 as spillovers between the G7 countries and emerging 
economies have grown more pronounced.

100 Operational decisions require a qualified majority of two-thirds of the executive governing 
body, which comprises deputy finance ministers and deputy central bank governors of the 
13 ASEAN+3 countries plus the Hong Kong Monetary Authority.
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and their external ones with other IRIs and global institutions. 
Unsurprisingly, Asia’s IRIs are shaped by the various ministries, central 
banks and other agencies that establish and fund them—typically 
foreign ministries in the case of subregional overarching IRIs and 
the relevant ministries in the case of functional IRIs. Often (but not 
always), though, their success depends on the involvement of the 
prime minister’s or president’s office—and 71% of respondents to 
the survey of Asia’s opinion leaders conducted for this study believe 
the prime minister’s or president’s office should be involved in major 
regional cooperation initiatives. At the same time, 70% of respondents 
suggested creating specific offices in the line ministries involved with 
Asia’s IRIs in order to monitor the progress of cooperation initiatives 
properly (see Figure 6.3).

Figure 6.3. Suggestions for Strengthening Institutional Linkages

IRI = institution for regional integration.

Note: Values are based on total responses (1,000) to ADB’s 2010 perception survey of opinion leaders in Asia and the Pacific. The question was: 
Rate the importance of the following initiatives which will eventually establish or create institutional linkages to support regional cooperation.

Source: ADB (2010).
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External linkages are also important. One useful reform would 
be to establish a dialogue among overarching subregional institutions 
such as ASEAN, SAARC, and PIF. Figure 6.3 shows that 68% of 
respondents believe that overarching subregional IRIs should offer 
each other observer status and 67% believe that the activities of Asia’s 
major IRIs should be better coordinated. Functional and overarching 
IRIs in each subregion should also coordinate their activities. For 
example, institutions such as the Brunei Darussalam-Indonesia-
Malaysia-Philippines East ASEAN Growth Area (BIMP-EAGA) and 
Indonesia-Malaysia-Thailand Growth Triangle (IMT-GT) may increase 
their effectiveness by strengthening their ties with ASEAN’s secretariat.

In addition to ASEAN, major powers such as India and the PRC 
could also assume a pivotal role in linking Asia’s IRIs from East, 
South, and Central Asia through new intergovernmental mechanisms. 
New approaches might also be needed to draw certain countries or 
provinces in critical geographical nodes into regional cooperation and 
provide opportunities for peripheral areas to connect with the centers 
of regional economic growth. 

As discussed in Section 6.2, Asia’s IRIs also ought to strengthen 
their ties with global institutions, to capture synergies, stress their 
complementary roles, and represent Asia’s interests in global forums 
more effectively. Several Asian IRIs participate, for example, in G20 
activities. The Executives’ Meeting of East Asia Pacific Central Banks 
(EMEAP) and the Asian Bond Markets Initiative (ABMI) contribute on 
technical issues related to financial market regulation, and the secretary-
general and chair of ASEAN are invited to participate in meetings. While 
six countries from Asia and the Pacific are G20 members—Australia, 
the PRC, India, Indonesia, Japan, and the Republic of Korea—close 
coordination among, for example, EAS or SAARC members to identify 
issues to propose for discussion at G20 meetings would allow non-G20 
Asian countries to have their priorities reflected in global discussions.

Greater focus. As well as being strengthened, overarching 
intraregional IRIs such as ASEAN+3 and the EAS need to be 
rationalized. Their responsibilities should be clarified, identifying each 
institution with a core competency and ensuring that these do not 
overlap unnecessarily. This is in line with the results of the ADB survey, 
which suggest that the activities of ASEAN+3 and the EAS ought to be 
more focused (Figure 6.4). The survey also suggests that they should 
strengthen their linkages with national agencies in their member 
countries, create their own secretariats, and widen their membership.

ASEAN+3, which was established in response to the 1997/98 
Asian financial crisis, has had a very clear focus on regional financial 
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cooperation. In recent years, however, it has also moved to cover trade 
and investment, rural development, and poverty eradication, as well as 
the provision of regional public goods in areas such as natural disaster 
management and environmental protection (ASEAN+3 Cooperation 
Work Plan 2007–2017). The EAS is more political in nature and, given 
its overlap in membership with ASEAN+3, it is struggling to identify a 
specific focus, although it is doing a lot of work on trade and investment. 

In line with recent trends, a natural division of labor would be for 
ASEAN to focus on regional infrastructure development, through the 
creation of an ASEAN infrastructure investment fund, ASEAN+3 on 
financial cooperation, through initiatives such as the CMIM, and the 
EAS on trade and investment cooperation, with recent discussions on 
forming a regional free trade zone.

Figure 6.4. Priorities for Institutional Reform in ASEAN+3 and the EAS

ASEAN+3 = Association of Southeast Asian Nations + People’s Republic of China, Japan, and Republic of Korea; EAS = East Asia Summit.

Note: Values are based on total responses (1,000) to ADB’s 2010 perception survey of opinion leaders in Asia and the Pacific. The question was: 
Assess the most urgent initiatives that are required to strengthen the capability of selected institutions in Asia and the Pacific.

Source: ADB (2010).
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6.4. Developing Functional Institutions 
Groups of countries sometimes have particularly attractive 
opportunities for cooperation that can only be reaped by investing in 
IRIs. In some cases this will entail subregions learning from and/or  
replicating achievements and experiences elsewhere. This is an 
important reason why functional IRIs that promote the development of 
certain Asian subregions, such as the Central Asian Regional Economic 
Cooperation (CAREC), the Greater Mekong Subregion (GMS), and the 
South Asian Subregional Economic Cooperation (SASEC) programs, 
would benefit from strengthening their ties. Functional institutions 
that operate in similar areas would also benefit from closer ties and 
coordination. For example, since both EMEAP and ABMI seek to 
promote the development of Asia’s bond markets, they could share 
technical information or grant each other observer status. In other 
cases it will involve building institutions to foster cooperation in entirely 
new functions and areas.

Countries that cooperate need not be immediate neighbors. For 
example, EMEAP’s Asian Bond Fund initiative, which seeks to promote 
local-currency bond markets, brings together a geographically 
disparate subset of East Asian and Pacific economies whose central 
banks are committed to this aim. Often, though, there are opportunities 
for cooperation among neighboring countries. For instance, 
linking national highway and rail systems or developing integrated 
transnational transport systems promotes market integration.101

Ideally one might work toward an integrated pan-Asian system 
of railways, roads, and navigable rivers. But coordinating ambitious 
projects at the regional level is difficult. The returns, meanwhile, 
are likely to be greatest for links between specific, often contiguous, 
provincial and local economies. This is a rationale for why a subset 
of governments, typically in a particular subregion, might establish 
specialized institutions for advancing these projects.

One example is the Cross-Border Transport Agreement of the GMS. 
This is a legal instrument, which entered into force at the end of 2003 
and provides for the negotiation of common road and bridge design 
standards, road signs, and signals; ensures the exchange of commercial 
traffic rights; and establishes requirements that road vehicles must meet 
in order to be eligible for cross-border traffic. It provides for simplified 
visa application processes for people involved in cross-border transport 

101 Two reviews and analyses of the role of infrastructure in facilitating intraregional trade are 
Francois, Manchin, and Pelkmans-Balaoing (2009) and ADB/ADBI (2009). 
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operations and single-stop/single-window customs inspection. Such a 
compelling functional opportunity for cooperation could be usefully 
replicated in other subregions, such as South Asia.

Subregions may also be able to learn from others’ experiences. 
For example, a transport-sector strategy for the GMS was developed 
in 2005 with technical assistance from ADB and adopted by national 
governments the following year. This has enabled the countries of the 
subregion to coordinate the development of north–south and east–west  
road transport corridors and improve inland water navigation and port 
systems. These coordinated investments have fostered subregional 
integration and encouraged faster upgrading of national infrastructure, 
since the benefits of such investment are greater in the presence of 
complementary investments in adjoining countries. In August 2010, 
with the support of ADB and other development partners, GMS countries 
endorsed a comprehensive plan to improve regional infrastructure 
in order to bolster economic growth. The program covers transport, 
energy, trade facilitation, telecommunications, human resources 
development, environment and natural resources management, 
tourism, and agriculture.

Another helpful step is the GMS Economic Corridor Initiative 
(Wu 2010). Establishing an economic corridor—a transborder space, 
typically straddling a central transport artery, with the infrastructure, 
logistics, and policy support needed for integrated production—can 
help create an efficient production platform and act as a magnet 
for foreign investment. Countries straddling the artery cooperate in 
harmonizing infrastructure and urban development, streamlining 
border formalities, and otherwise facilitating exchange and integrated 
activity within the corridor. In the GMS context, this can be thought 
of as developing the ancillary transport and “soft” infrastructure 
needed to complement the north–south and east–west road transport 
networks on which the Cross-Border Transport Agreement has so far 
concentrated. While still in its early stages, progress is under way. 
Drawing on experience in the GMS, similar agreements governing 
both the “hardware” and “software” of transport infrastructure among 
neighboring countries could be usefully pursued in other parts of Asia. 

Other promising areas for future cooperation include health, 
disaster management, and student exchanges. The emerging infectious 
diseases program of ASEAN+3, for example, aims to enhance 
regional preparedness and capacity through integrated approaches 
to prevention, surveillance, and timely responses to new threats such 
as SARS, avian influenza, and a potential pandemic. Similar programs 
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exist under the aegis of the EAS. The innovative ASEAN Agreement 
on Disaster Management and Emergency Response, which came into 
force at the end of 2009, requires signatories to identify disaster risk 
areas, establish early warning systems, draw up standard operating 
procedures for providing disaster relief, and cooperate on technology 
and scientific research. A program detailing these activities for  
2010–2015 is under development with the UN International Strategy 
for Disaster Reduction and Asian Disaster Preparedness Centre. Also, 
since the early 1990s Australia, Japan, and some ASEAN countries have 
participated in University Mobility in Asia and the Pacific, which works 
to facilitate student exchanges. ASEAN and ASEM also organize youth, 
arts, and cultural exchanges.

Financial cooperation is a particularly important area. East Asia 
is leading the way through ASEAN+3 and EMEAP, and other parts of 
Asia could learn from its experience. In May 2010, ASEAN+3 members 
agreed to establish the ASEAN+3 Macroeconomic Research Office 
(AMRO) to conduct regional financial surveillance. The next step 
would be to endow AMRO with appropriate financial and human 
resources and authorize it to prepare comprehensive analyses, 
assessments, and discussion papers to support the operation of 
the CMIM and ASEAN+3’s Economic Review and Policy Dialogue 
(ERPD). By organizing frank peer reviews of members’ policies, 
AMRO would strengthen the CMIM, since more effective surveillance 
would encourage governments to undertake necessary policy reforms 
and hence increase their partners’ willingness to lend. Moreover, as 
Asia’s growing economic interdependence increases the importance 
of maintaining regional exchange-rate stability, a basket of Asian 
currencies (an Asian currency unit) could be used as an objective 
metric, as Box 6.2 explains.

Another important ASEAN+3 initiative is the ABMI. Together with 
individual national reforms, this has contributed to the growth of local-
currency-denominated bond markets in emerging East Asia. Under the 
ABMI, member countries have announced the creation of the CGIF, 
setting up a group of experts from public and private sector institutions 
to consider establishing a regional intermediary to enhance cross-
border settlement infrastructure as well as measures to harmonize 
cross-border regulations and strengthen domestic credit rating 
mechanisms. The CGIF (see Chapter 2 for details) is an important 
outcome of the ABMI that is the result of policy dialogue, coordination, 
and collaboration between ASEAN+3 and ADB over the past five years 
on financial cooperation and integration issues.
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The creation of this new facility will allow more investment-
grade domestic companies to access local-currency and regional 
debt markets. As local companies tap local debt markets for either 
long-term funding or refinancing needs, it will help them to curtail 
both foreign exchange and maturity mismatches. With guarantees 
for corporate bonds, the CGIF will help to mobilize savings to finance 
investment in domestic markets and across the ASEAN+3 region, and 
also promote the harmonization of standards and practices for bond 
issuance. This will help to integrate regional financial markets further. 
Providing credit protection to investors should also help unlock the 
region’s vast savings for badly needed investment in infrastructure and 
other key areas. 

Another important proposal is to establish an ASEAN+3 Bond 
Market Forum as a common platform to help standardize market 
practices and harmonize regulations relating to cross-border 
transactions in the region. ASEAN+3 has also actively supported the 

As Asia’s economies become more 
interdependent, maintaining a modicum 
of exchange-rate stability will become 

increasingly important. This will be challenging in 
an environment in which recovery from the global 
economic and financial crisis of 2008/09 and the 
prospect of tighter monetary policy generate large 
capital inflows into the region. In the absence 
of controls to stem such capital inflows, greater 
exchange-rate flexibility vis-a-vis the United States 
(US) dollar, euro, and other major international 
currencies is needed to maintain macroeconomic 
and financial stability. A common regional strategy 
would then entail maintaining relatively stable 
exchange rates within the region and a collective 
appreciation of Asian currencies against the US 
dollar, euro, and other non-Asian currencies. This 
would require exchange-rate policy coordination 
(Kawai 2009). 

Given the size and importance to the region of 
the Japanese and People’s Republic of China (PRC) 

economies, such coordination could potentially be 
anchored around either the Japanese yen or the 
Chinese yuan. The attraction of the yen is that it 
is fully convertible, while the Japanese economy, 
although growing slowly and recently overtaken by 
the PRC’s, remains very important to the region. In 
the case of the yuan, while its international role will 
inevitably grow as the PRC’s economy continues 
to expand rapidly, it may take a long time for it to 
become a fully convertible international currency 
that could serve as Asia’s sole anchor currency. 
There is therefore a case for creating a basket 
of appropriately weighted regional currencies. 
In recent years, various authors have proposed 
introducing such a regional currency basket in Asia 
(Kawai and Takagi 2005; Adams and Chow 2007; 
Ogawa and Shimizu 2007; Girardin and Steinherr 
2008). 

One idea is to create an Asian currency 
unit (ACU) as a basket of the currencies of the 
13 ASEAN+3 countries. An ACU index could aid 

Box 6.2. The Potential Role of an Asian Currency Unit 



Policy Options

225

economic surveillance: the collective movements 
of Asian exchange rates against the US dollar and 
euro could be measured and their divergence 
from the ACU analyzed. To achieve some degree 
of exchange-rate stability in the region, Asian 
authorities could discuss and take corrective 
action based on economic fundamentals as well 
as the ACU divergence indicators.

An ACU index could also be used to denominate 
regional financial assets, such as bank deposits 
and loans, government and corporate bonds, 
and foreign exchange reserve holdings. It would 
be particularly useful if the Asian Bond Markets 
Initiative developed bonds denominated in the ACU, 
as this would require the introduction of regulatory 
standards, taxes, and other reforms at the national 
level, as well as the regional settlement of cross-
border bond transactions. The creation of national 
environments conducive to the private use of an 
ACU index could also permit the parallel currency 
approach advocated by Eichengreen (2006). Once 

there had been substantial convergence of political, 
economic, institutional, and social conditions 
across the region, more formal exchange-rate 
coordination mechanisms could also be developed 
around the ACU.

One difficult issue is setting the weight of 
each currency in the basket. Experts broadly 
agree that the weights should reflect factors such 
as countries’ gross domestic product, trade, and 
financial transactions. The ACU weights of the yen 
and yuan would therefore be larger than those of 
other ASEAN+3 currencies. But there is no single 
correct answer, and the political implications of 
making perceived assessments of relative power 
in the region complicate matters further. However, 
the Chiang Mai Initiative Multilateralisation (CMIM) 
agreement in May 2009 offers a potential solution to 
the impasse. The contribution shares for the CMIM 
reserve pool (see Chapter 2) could be used to 
determine the weights of each ASEAN+3 country 
in a common currency basket (Kawai 2009). 

capacity development of domestic credit rating agencies, helping 
them adopt international best practices and enhance the credibility of 
their ratings.102 These are important, since global rating agencies often 
provide limited and inadequate ratings for domestic companies, owing 
to a lack of local knowledge and in some cases perhaps insufficient 
data. Unfortunately, although the Association of Credit Rating Agencies 
in Asia has provided technical support to local rating agencies, 
domestic ratings are often not based on comparable methodologies, 
criteria, benchmarks, and overall rating processes. The creation of 
a regional credit rating agency would help to address some of these 
anomalies and lead to better risk assessments. 

102 As part of this initiative, ADB in 2008 brought out a Handbook on International Best  Practices 
in Credit Rating (ADB 2008c). The role of global rating agencies has come under fresh 
scrutiny after the recent global crisis, especially after their failure to highlight the credit risk 
of structured products.
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6.5. Establishing New and Stronger 
Pan-Asian Institutions 
While a range of issues requiring cooperation can be dealt with 
effectively at the subregional or intraregional level, wider issues are 
better addressed at the level of Asia and the Pacific as a whole. This will 
require building new pan-Asian institutions while strengthening the two 
existing ones, ADB and the UN Economic and Social Commission for 
Asia and the Pacific (ESCAP), which play important roles as facilitating 
IRIs. Ultimately, new pan-Asian institutions could be gathered under an 
umbrella organization, such as a Council of Asian Economic Cooperation 
(CAEC) that would act as a coordinating body governed at the highest 
political level. In particular, new pan-regional institutions could include: 
 • a Pan-Asian Infrastructure Forum (PAIF) to address the 

increasing needs of regional infrastructure development; 
 • an Asia-Wide Free Trade Area (Asia-FTA) to facilitate trade and 

investment integration by consolidating existing bilateral and 
plurilateral FTAs; 

 • an Asian Monetary Fund (AMF) to conduct regional 
macroeconomic surveillance and provide financial assistance 
in case of crises;

 • an Asian Financial Stability Dialogue to address regional 
financial stability and regulatory issues, while promoting the 
development of Asia’s financial markets; 

 • an Asian Legal Advisory Council (ALAC) to improve the 
predictability of legal obligations by ensuring that international 
agreements are implemented and interpreted uniformly across 
the region; and 

 • several regional public goods forums (RPGFs) to promote 
regional cooperation in dealing with issues such as natural 
calamities, climate change, and health concerns. 

Pan-Asian Infrastructure Forum. The approach to regional 
infrastructure cooperation in Asia has been flexible, pragmatic, and 
market-driven. While existing pan-Asian initiatives such as the Asian 
Land Transport Infrastructure Development—which comprises the 
Asian Highway, the Trans-Asian Railway, and the facilitation of land 
transport projects through intermodal transport terminals—have made 
some progress, much more needs to be done (Chapter 2). 

In view of Asia’s diverse needs and circumstances, and varying 
political commitment to closer integration, overlapping subregional 
programs proceeding at different speeds and on different tracks have 
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offered the best way forward. Cooperation in small groups, from 
the bottom up, has also proven more manageable and thus likely 
to progress faster than top–down programs and projects, especially 
when group members have common objectives and reasonably good 
relations. But while national programs and cooperation for subregional 
infrastructure development will continue to be the building blocks 
in the creation of pan-Asian infrastructure networks, the need to 
rebalance Asia’s economy toward increasing domestic demand to 
satisfy local needs requires prioritizing improvements in connectivity 
within the region (Chapter 2). There is a growing case, therefore, for 
complementing the region’s traditional approach to this problem with 
a more market-creating and demand-inducing approach.

The Infrastructure for a Seamless Asia study (ADB/ADBI 2009) 
recommended that a PAIF be established to help coordinate and 
integrate existing subregional infrastructure initiatives. Such an 
institution would bring together the region’s key stakeholders and help 
build consensus and prioritize and coordinate regional infrastructure 
plans. In particular, a PAIF could help develop harmonized regulatory 
and legal standards based on international best practices, while 
contributing to the development of a common framework for handling 
and mitigating negative social and environmental impacts. Following 
the recommendations of the Infrastructure for a Seamless Asia study, 
a PAIF would need to work closely with an advisory group of experts 
to develop a pan-regional vision of Asia’s infrastructure needs and 
identify and appraise prospective projects.103 

The report also proposed the establishment of an Asian 
Infrastructure Fund (AIF) to help mobilize international funds and 
prepare and finance bankable regional infrastructure projects. The AIF’s 
capital could come from a variety of sources, including governments, 
multilateral development banks, bilateral agencies, sovereign wealth 
funds, and Islamic financial institutions. The AIF should have a legal 
identity in order to help finance projects through its own resources, as 
well as by issuing bonds and cofinancing with other entities, including 
private investors.

To encourage private sector participation and cross-border 
investment flows, Asia could formulate a comprehensive investment 
agreement, as ASEAN has, to extend national treatment to foreign 
investors. The AIF would help finance projects identified and 

103 To varying degrees, the EC performs this role in the EU, as does the Initiative for the 
Integration of Regional Infrastructure in South America in that region. In the GMS, CAREC, 
and SASEC programs, ADB experts have provided analogous assistance.
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prioritized by the PAIF. It would therefore need a facility to expedite 
and help finance the preparation of projects, as well as one to provide 
grants and concessional financing to encourage countries to prioritize 
regional projects in their national development programs. It may also 
need to provide guarantees against major risks (ADB/ADBI 2009).

Asia-Wide Free Trade Area. Bilateral and plurilateral FTAs have 
played an important role in deepening trade links in the region. But 
they divert trade as well as creating it, resulting in a “noodle bowl” of 
overlapping FTAs that creates complications for Asian trade as well as 
facilitating it (Chapter 2).104 A solution to this problem is to consolidate 
existing bilateral and plurilateral FTAs into a comprehensive Asia-Wide 
Free Trade Area (Asia-FTA) that would also liberalize investment. 
Europe’s experience suggests that region-wide free trade and 
investment can stimulate efficiency and growth.105 

An Asia-FTA would eliminate domestic policy distortions to 
intra-Asian trade and investment, enhance the region’s business 
environment, and could even help unblock the WTO’s Doha Round, 
as many of the concessions on agricultural and industrial goods and 
services might already be incorporated into the agreement (Kawai 
and Wignaraja forthcoming). It would also boost intraregional trade 
and investment through the formation of a larger regional market, the 
realization of economies of scale, and the facilitation of technology 
transfers. Ultimately—by fostering regional demand—it would favor 
a rebalancing of Asia’s economic growth and offer insurance against 
rising protectionist sentiments. 

One practical way forward would be to take the best features from 
existing regional FTAs and design a “boilerplate” regional agreement 
that is both comprehensive in scope and consistent with WTO rules. 
A “WTO-plus” Asia-FTA—going beyond Uruguay Round commitments 
and current offers in the WTO’s Doha Round—would provide the 
biggest benefits to individual Asian countries and the region as a whole. 
Given existing proposals, detailed in Chapter 2, to create an FTA among 
ASEAN+3 countries (the East Asia Free Trade Agreement—EAFTA), the 
EAS (the Comprehensive Economic Partnership in East Asia—CEPEA), 
and APEC members (the Free Trade Area of the Asia-Pacific—FTAAP), 
an optimal solution would be to adopt a sequential, bottom–up  
approach from EAFTA to CEPEA and eventually to FTAAP, as well as a 
partnership with Europe (Kawai and Wignaraja 2008). 

104 On the “noodle bowl” effect see also Baldwin (2009).
105 In the EU, a region-wide free trade area culminated in a customs union regulated by the 

EC, with higher competence than national institutions (Chapter 5).
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However, since it may be near impossible for member countries 
to phase out existing agreements, an Asia-FTA could in practice turn 
out to be a series of linked agreements with variable membership 
and issue coverage. It would then be desirable to move quickly to 
establish a customs union—to extend the Asia-FTA by negotiating a 
common external tariff. This would obviate the need for complex and 
burdensome regulation of rules of origin. 

As Asia creates a region-wide FTA and a customs union, it is 
tempting to imagine that this development might be accompanied by 
a monetary union. Box 6.3 explains why recent experience, not least 
in Europe itself, counsels caution.

Asian Monetary Fund. As the 1997/98 Asian financial crisis and its 
aftermath have shown, Asia needs its own monetary fund to conduct 
effective regional macroeconomic surveillance, provide prompt 
liquidity support to countries that experience financial crises, and 
formulate and monitor proper policy conditionality in order to ensure 
repayment and the restoration of macroeconomic and financial 
stability. Such an AMF could emerge by delinking the CMIM’s lending 
from IMF programs once AMRO is properly staffed. With the requisite 
analytical expertise and policy experience and proper governance 
structures, AMRO could become a strong, professional AMF secretariat 
that is capable of supporting the CMIM independently of the IMF and of 
national political pressures. 

If the CMIM is to be transformed into an AMF, the quality of 
economic surveillance, currently conducted as part of ERPD under the 
ASEAN+3 Finance Ministers’ Process, needs to improve so that lending 
conditionality can be formulated independently of IMF programs. This, 
in turn, requires the establishment of a joint forum for finance ministers 
and central bank governors to intensify their policy dialogue (along the 
lines of the Asian Financial Stability Dialogue discussed below) and 
move beyond information sharing to more rigorous peer review and 
peer pressure, and eventually due diligence.

When AMRO becomes operational in May 2011, the rules for 
activating CMIM lending should become clear. These should include 
the possibility of precautionary lending without conditionality (along 
the lines of the flexible credit line and precautionary credit line recently 
introduced by the IMF for preventing financial crises in countries with 
very strong fundamentals) and eschewing policy conditionality in the 
event of external financial turbulence or panic.106 To move toward 

106 Such assistance would have provided great relief, for example, to the Republic of Korea 
during the financial turbulence it experienced in the fall of 2008.
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While a common currency reduces 
transaction costs within a region, it 
also creates risks of imbalances and 

instability. Europe’s experience suggests that a 
well-functioning monetary union requires trans-
national oversight of national fiscal policies, which 
are widely regarded as an important sovereign 
prerogative, not least in Asia. One important lesson 
for Asian policy-makers from the recent eurozone 
crisis is that creating a common currency requires 
a parallel commitment to develop institutions of 
fiscal federalism—to provide temporary transfers 
to countries experiencing economic difficulties 
not of their own making. It 
requires a willingness to fund 
and operate an emergency 
 financing mechanism and to 
accept transnational oversight 
of national banking systems, 
problems with which can 
pose a threat to confidence in 
a monetary union. 

All this, in turn, implies 
a commitment to political 
solidarity, if not political 
integration itself. While the 
birth of the euro in 1999 
and its increasing role as an 
international currency provides 
an important precedent for  
any attempt to create a 
common currency for Asia, 
the recent eurozone crisis is a 
reminder that monetary union 
should not be contemplated 
prematurely. For Asia, the 

creation of a regional currency is best regarded 
as a long-run goal: as the culmination of—rather 
than a stepping-stone toward—the formation of an 
Asian economic community.

The surveys conducted for this report 
and for the Emerging Asian Regionalism study 
(ADB 2008b) suggest that there is widespread 
skepticism about the possibility that Asian 
countries might create a common currency. 
That said, the share of respondents who believe 
that a common currency will never be created 
has fallen from 57% in 2007 to 47% in 2010, as 
Figure 6.5 shows.

Box 6.3. Should Asia have a Common Currency?
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Figure 6.5. Perceived Likelihood of Creating a Common Currency 
in Asia

Note: Values are based on 600 responses in 2007 and 1,000 responses in 2010 (see Appendix 1). 

Source: Authors’ elaboration from the perception surveys of Asia’s opinion leaders conducted by 
ADB in 2007 and 2010.
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an AMF, AMRO will need to provide the technical details required to 
introduce policy conditionality, monitored by track records of policy 
implementation, and a variety of liquidity support facilities. Enlarging 
the CMIM fund from the current $120 billion and expanding its 
membership beyond ASEAN+3 countries are also important to the 
CMIM’s development (Chapter 2).

As an AMF gradually emerges, it could complement the IMF’s 
role in the region by intensively monitoring Asian economies. It would 
work independently of the IMF during small-scale crises,107 and work 
with it to provide financing and conditionality during larger crises—as 
the EC and European Central Bank did in 2009–2010 in Europe. 

Asian Financial Stability Dialogue. In response to the 1997/98 
and 2008/09 crises and the increased need for cooperation both 
within and across domestic financial systems, a new regional financial 
architecture is taking shape through multiple layers of regional 
arrangements and institutions. These aim to make the region more 
resilient to future crises, through improved regulation and supervision, 
and better capable of tackling them in coordination with global 
agencies. They will also enable Asia to have a stronger voice in global 
forums commensurate with its growing economic importance.

To deepen regional financial cooperation and integration, ADB in 
2008 proposed the creation of an AFSD, a regional forum that would 
bring together all responsible authorities—finance ministries, central 
banks, financial supervisors and regulators, and representatives of 
the private sector—to address financial market vulnerabilities and 
regulations, promote financial market development, and introduce 
initiatives for regional financial integration (ADB 2008b). The 2008/09 
global economic and financial crisis underscored the importance of 
introducing sound financial regulations and proper market governance. 
An AFSD would complement and coordinate with other institutions 
such as AMRO that focus mainly on macroeconomic surveillance and 
policies, as well as monitoring policy implementation. 

Several Asian developing economies need to continue liberalizing 
their domestic and cross-border regulation of financial services and 
financial flows. The AFSD could help national financial authorities 
strengthen their domestic regulations and supervision. It could also 
help them coordinate their efforts to ensure financial stability through 
information exchange, the mutual recognition of market practices, 
and the harmonization of minimum supervisory rules. To maximize its 

107 Like the ones faced by Indonesia in the summer of 2005 (currency) and by Thailand toward 
the end of 2006 (capital flows).
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effectiveness, it could be situated within an overarching intraregional 
IRI, such as ASEAN+3 or the EAS. As described in Section 6.3, on 
Asia-specific issues the AFSD would play a role similar to that of the 
FSB at a global level, while coordinating Asia’s participation in the 
FSB and other global organizations such as the Bank for International 
Settlements (BIS). 

Asian Legal Advisory Council. Even in cases where Asian 
governments want to see international obligations implemented, 
national administrative agencies or courts may not always be equipped 
to do so. This new institution—composed of experts in international 
commercial and business law—would, at the request of national courts 
or administrative agencies, issue advisory opinions on a well-defined 
set of treaties and conventions that countries have ratified. Since no 
equivalent global institution exists, such an institutional innovation 
could be created more quickly at the regional level.

Importantly, this regional advisory council would leave the 
resolution of disputes to national courts. This arrangement is 
appropriate, since disputes often involve a mixture of domestic 
and international legal issues that can be better assessed by local 
courts—and it would also alleviate sovereignty concerns. Specifically, 
ALAC would not have a mandate to interpret domestic law or make 
judgments as to whether domestic law contradicts international legal 
obligations. This approach conforms to the approach to building IRIs 
known as the “ASEAN way” (Chapter 4).

An optional protocol could give any party to a dispute in that country 
the right to refer a question about the appropriate interpretation of 
international law to ALAC. Ratifying such a protocol would thus signal 
a commitment to the uniform application of international obligations. 
Governments that had not signed the optional protocol might still 
request advisory opinions in certain circumstances. While this would 
not indicate the same commitment, it could promote more uniform 
interpretation. 

Regional Public Goods Forums. For all its benefits, Asia’s 
increasing interdependence has also increased its vulnerability to 
negative externalities generated within or outside the region. Asian 
countries have therefore become active participants in global and 
regional forums dealing with issues such as natural calamities, climate 
change, and health concerns. Discussions on the provision of these 
public goods at a regional level, however, still lack proper coordinating 
mechanisms. Initiatives usually emerge from individual countries, 
specific interest groups, or existing global forums, but are scarcely 
coordinated region-wide.
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Asia would benefit in particular from the creation of regional 
public goods forums to tackle: 
 • environmental issues—not only climate change, but also 

the consequences of urban and industrial expansion and the 
depletion of natural resources, such as air pollution, dust and 
sandstorms, marine and coastal management, and competition 
among countries over riverine resources;

 • natural disasters—such as tsunamis, flooding, earthquakes, 
and volcanic eruptions—through early warning systems, a 
regional disaster response system, and a high degree of donor 
coordination; and

 • communicable diseases—the emergence and rapid spread 
of diseases such as HIV/AIDS, SARS, and avian flu—through 
regional frameworks and coordinated actions among 
vulnerable countries as well as between developed and 
developing countries.

Other pan-Asian public goods forums could seek to promote 
low-carbon green growth, clean energy, and energy efficiency, which 
are related to the successful implementation of climate change 
adaptation and mitigation strategies, and control international crime 
and money laundering, which are becoming increasingly important 
problems as the region improves its infrastructure and trade facilitation 
mechanisms. 

Council of Asian Economic Cooperation. Most ambitiously, Asia 
could contemplate creating an umbrella organization governed at 
the highest political level to address the wide range of pan-regional 
issues discussed above. Such a council could ensure that all Asian 
countries are represented and have a voice in regional integration. It 
could provide a mechanism for coordinating the various subregions’ 
initiatives. It could capture synergies and spillovers between economic 
and security cooperation. It would be a natural forum for addressing 
pan-regional issues such as climate change and epidemics. It could 
also be a vehicle through which Asian countries could represent their 
common positions in global venues and forums more effectively. For 
all these reasons, the creation of a CAEC would be an important step 
toward an Asian economic community.

The CAEC would be a venue for those outside the core group of 
integrating Asian economies to voice concerns about the potentially 
discriminatory effects of the measures adopted by the pioneers, and 
for the pioneers to provide reassurance about the nondiscriminatory 
intent of their initiatives, through words and where necessary action. 
It could also provide an antechamber for economies such as those of 
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Central and South Asia that are not yet part of “Factory Asia” but would 
benefit from more connectivity with East Asia and its production 
networks.

For the CAEC to achieve its key objective of ensuring the broadest 
possible representation and voice, Asia needs to be defined inclusively. 
This is the convoy model of membership described in Chapter 3. As 
discussed in Chapter 2, there exist several alternative definitions of 
Asia. An encompassing definition that subsumes Central, East, and 
South Asia plus the Pacific would be the most comprehensive. ADB’s 
broad membership shows how this is possible. Expanding ASEAN+3 
to the EAS by including India, Australia, and New Zealand “for purposes 
of dialogue on broad strategic, political and economic issues”108 is 
an important step in this direction. And the EAS should be seen as 
a stepping-stone toward a much broader pan-Asian institution rather 
than as an end point. 

In its coordination role, the CAEC could provide a venue for 
agreeing key principles to be applied across subregional institutions, 
such as nondiscrimination and transparency. In the security area, 
it could prescribe that states adhere to the principles of ASEAN’s 
Treaty of Amity and Cooperation. A standing pan-Asian institution 
could also provide a venue for regular, structured interaction among 
subregional IRIs.

A pan-regional institution such as the CAEC could be a vehicle 
through which Asian countries could represent their common positions 
in multilateral institutions more effectively. For instance, it would be an 
appropriate place for developing common positions to be advanced 
in global forums such as the G20. A pan-regional grouping could also 
promote “pan-Asian citizenry” by facilitating the liberalization of air 
transport, the free movement of persons via the adoption of simplified 
visa rules, and student exchanges (which are particularly valuable for 
building trust).109

This report has advocated the creation of a set of specialized pan-
regional institutions, each with a specific mandate and concrete set 
of responsibilities: a PAIF, an Asia-FTA, an AMF, an AFSD, an ALAC, 
and several RPGFs. But while separate pan-Asian institutions might 
find it easier to harmonize policies in specific issue areas, a single 
encompassing one might be better able to capture synergies and 

108 Chair’s press statement at the seventh ASEAN+3 foreign ministers’ meeting.
109 Then Japanese Prime Minister Yukio Hatoyama in an address in Singapore on 15 November 

2009 called for increasing student exchanges among Asian countries and facilitating the 
exchange of university students by agreeing to accept the portability of academic credits 
earned by exchange students abroad. 
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spillovers between them, as Chapter 3 explained. With the entire set 
of issues on the table in a single forum, greater scope for mutually 
beneficial agreements (cross-issue tradeoffs) would exist. Countries 
that might resist agreements on political or security matters that are 
a priority for their neighbors may, for example, be willing to sign on 
in return for an agreement on economic matters which they deem 
important. The costs of failing to cooperate in any area would be 
magnified, insofar as this sours prospects for cooperating in other 
areas. In particular, deeper economic cooperation and integration 
tends to encourage cooperation on security matters, since conflict 
(and the associated economic disruption) becomes more costly. 
Incorporating economic and security discussions within a single pan-
Asian institution may thus promote cooperation. 

Different institutional designs would be best suited for achieving 
one or more of the diverse aims of a pan-regional organization. A 
network approach with limited agenda-setting and decision-making 
powers would be suitable for harmonizing subregional arrangements, 
capturing positive spillovers between them, and averting conflicts. A 
more hierarchical alternative, with the new pan-regional institution 
at the apex of the institutional pyramid, would be more suitable for 
addressing issues of pan-regional scope and representing Asia in 
interactions with major powers outside the region. The history of Asian 
IRIs suggests that while any new pan-regional institution would start 
out being structured along relatively nonhierarchical lines, its structure 
could evolve.

Pan-regional facilitating IRIs: ADB and ESCAP. ADB and 
ESCAP, Asia’s only two pan-regional facilitating institutions, play 
crucial complementary roles in promoting regional cooperation and 
integration. ADB contributes analysis and finance for the provision 
of regional public goods, notably those related to economic 
development and infrastructure, while ESCAP provides support for 
infrastructure development and monitors countries’ progress toward 
the UN Millennium Development Goals. Both need to strengthen their 
financial and human resources devoted to regional cooperation and 
integration (RCI) activities and collaborate more closely on areas of 
common interest.

As a part of the formal UN system, ESCAP is particularly able to 
involve governments that wish to have a strong stake in the institution. A 
strategy for strengthening ESCAP would capitalize on this comparative 
advantage and address its lack of funding, enabling it to hire more 
experts and prepare technical projects in specific areas of regional 
cooperation such as infrastructure development and trade facilitation. 
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Individual governments and international donors also ought to provide 
ESCAP with the necessary resources to complete the Asian Highway 
and Trans-Asian Railway programs, which would boost economic 
development through better infrastructure and connectivity. In this 
area and others, ADB and ESCAP should collaborate more closely.

ADB’s role in promoting regional cooperation is as a financier, 
honest broker, knowledge provider, and capacity builder (Kuroda 
2008). As financier, it provides loans and grants to support RCI projects. 
As honest broker, it acts as a catalyst and coordinator for its member 
countries and several regional forums. As knowledge provider, it 
creates, consolidates, and disseminates knowledge and information 
on RCI. And as capacity builder, it helps ADB member countries and 
subregional and regional bodies build their institutional capacities to 
manage RCI issues. 

ADB has contributed to regional cooperation in several ways. It 
has created subregional programs such as GMS, CAREC, and SASEC. It 
adopted an RCI strategy in 2006, and has prepared knowledge products 
covering various RCI themes (including this report). In addition, its 
Strategy 2020, adopted in April 2008, identifies RCI as one of ADB’s 
core areas of operation and sets an important target of lending at least 
30% of its total loans to regional projects by the year 2020.

However, ADB needs to devote even more human and financial 
resources to promoting RCI programs and projects to meet the growing 
demand from the region, not least for knowledge products. Given the 
increasing reputation ADB is gaining for its work on RCI, it is also well 
positioned to collaborate more closely with national and regional 
agencies in setting up new IRIs at the subregional, intraregional, and 
pan-regional levels, for instance the PAIF.

6.6. From Goals to Strategies
Goals are one thing; strategies for achieving them are another. Since 
Asia’s policy-making tends to be pragmatic and cautious, efforts to 
strengthen its regional architecture should proceed in this mold. They 
will succeed only if they respect Asia’s distinctive styles and traditions. 
Institutional innovations and reforms that are aimed at making 
markets work better and limited to specific initiatives and objectives 
are likely to fare best. Measures with a clear payoff are likely to garner 
most support. Opinion leaders surveyed for this study are keenest on 
institutions promising tangible benefits such as trade, investment, 
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and financial stability (Appendix 1). IRIs should be lean and carefully 
structured to achieve their purpose. They should reach decisions by 
consensus where necessary, and by more decisive means where 
possible: an approach consistent with Asian governments’ attachment 
to their sovereignty. And since Asia is an economically very open region, 
efforts to strengthen its IRIs should seek to maximize cooperation and 
complementarities with global institutions.

At the same time, formulating a proper strategy to strengthen 
Asia’s IRIs and move toward an Asian economic community requires 
strong commitment from political leadership, adequate financial 
resources, and a knowledge community of scholars, business people, 
government officials, and other parties with a shared commitment to 
Asian regionalism.

Political leadership. Shaping a new institutional architecture in 
Asia and the Pacific will require effective high-level political leadership. 
Theory (see Chapter 3) and experience, in both Asia (Chapter 4) and 
other regions (Chapter 5), underscore the critical role that can be 
played by national leaders with a vision for strengthening a region’s 
institutional architecture and the power and energy to advance that 
agenda. In Europe, this high-level leadership has historically come 
from French and German leaders, working together in an effort to 
preserve a balance of power within the region—whether Helmut 
Schmidt and Valéry Giscard d’Estaing in the 1970s or Helmut Kohl 
and François Mitterrand in the 1990s. Politicians from other European 
countries have also played a key leadership role at important junctures 
in the European integration process. In both cases, bold and visionary 
leadership has been vital.

Asian leaders have set out their visions of an Asian community that 
could engage in dialogue, cooperation, and action on economic and 
political matters and face future challenges collectively. These include 
the idea of an “Asia-Pacific Community” from former Australian Prime 
Minister Kevin Rudd, the call by then Japanese Prime Minister Yukio 
Hatoyama to create an “East Asian Community,” Republic of Korea 
President Lee Myung-bak’s idea of a “New Asia Initiative,” PRC 
President Hu Jintao’s promotion of a “Harmonious Asia,” and Indian 
Prime Minister Manmohan Singh’s commitment to build an Asian 
economic community. 

We are witnessing a growing commitment from the region’s 
leaders toward a more integrated Asia. But while momentum toward 
pan-Asian regionalism is building, there is also awareness that the 
institutional capacity to support these ideas remains constrained. 
These proposals by political leaders acknowledge the challenge 
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of converting political vision into the process of institution building, 
especially by empowering Asia’s IRIs to enable them to be more 
effective in delivering their mandates. There is increasing recognition 
of the fact that declarations on strengthening regional integration at 
summits and official meetings need to be translated into activities 
and programs. Asia’s political leaders have also started paying more 
attention to the importance of translating official statements on 
regionalism into popular sentiments and bringing its discourse from 
the current experts’ and technocrats’ level to that of laypersons.110

Given the region’s diversity, building Asian regionalism will 
require collective leadership that achieves an adequate balance of 
power among the participants. Unless all participants feel they have 
a proper role that recognizes their collective ownership and shared 
leadership, it will be difficult to fulfill the visions laid out by Asia’s 
leaders. Established powers such as Japan, emerging ones such as 
the PRC and India, and middling ones such as the Republic of Korea, 
which seeks to act as an intermediary between the PRC and Japan, 
ASEAN, which aims to create an AEC by 2015 and will undoubtedly 
continue to lead by example, and Australia all have an important role 
in building institutions to integrate Asia. In other words, the shared 
leadership of established, emerging, and middling powers will provide 
the backbone for building an economic community in Asia.

Financial resources. Any proposal for reforming existing 
institutions or creating new ones must weigh the benefits against the 
costs—not least, the financial expense of staffing an organization, 
housing it, and administering its operations. The cost of expanding 
existing organizations and arrangements can be estimated relatively 
well by scaling up their current budgets. But estimating the cost of 
creating new institutions designed to serve the long-term vision of 
forming an Asian economic community is inevitably more speculative. 
There can be no definite answer, since it depends on a host of factors, 
not least what the organization would be expected to do and how 
effective member governments would want it to be. 

One starting point is to extrapolate from the costs associated with 
existing IRIs. These vary widely. APEC’s small secretariat in Singapore 
gets by on a shoestring. Headed by an executive director working with 
a small team of program directors seconded from APEC member 
economies, it has an annual operating budget of around $3 million 

110 One recent example of these is the speech given by India’s Prime Minister Manmohan 
Singh at the 16th SAARC Summit on 28 April 2010 in Thimphu, Bhutan (http://pmindia.nic 
.in/speeches.htm).
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(Japan MOFA 2006; Gnygell and Cook 2005). Its tiny budget reflects 
APEC’s informal, decentralized, lightly institutionalized nature. That 
said, APEC leaders have agreed to help strengthen the secretariat by 
increasing member contributions by 30% from 2009.111

ASEAN’s secretariat also has a very small operating budget of 
around $10 million a year, limited by its funding formula of equal 
contribution from member countries.112 Due to its limited budget, the 
ASEAN secretariat is understaffed and under-resourced, with poorly 
paid positions and related problems in attracting top-caliber staff. 
As a consequence, the secretariat frequently requests financial and 
technical support from bilateral and multilateral donors for capacity 
building. 

ASEAN+3 does not have a formal secretariat: its rotating chair is 
in charge of organizing its agenda and various meetings (Chapter 4). 
But AMRO, its new regional surveillance unit, will have an estimated 
budget of $3 million for its first three years of operation,113 with 80% 
split equally among  the Plus Three countries and 20% split equally 
among ASEAN countries.114 

As a multilateral development organization that facilitates regional 
cooperation initiatives, ADB’s size and its staff ’s skillset may provide 
a good approximation of the type of mid-sized institution that might 
initially be required to create a secretariat for an Asian economic 
community. In 2010, ADB employed around 900 professional staff plus 
around 2,500 national officers and administrative staff. ADB’s operating 
budget of some $400 million115 provides an order of magnitude of the 
potential cost of institution building in Asia.116 

Eventually, a broad and deep regional community might require a 
secretariat along the lines of the EC. This has an operating budget of 
almost $3 billion annually, most of which is absorbed by staff salaries. 

111 Funding for APEC operations comes from member countries alone. Members’ contributions 
to APEC’s secretariat are related to the size of their GDP.

112 In addition to ASEAN’s operating budget, the secretariat manages ASEAN’s various trust 
funds—amounting to around $300 million in 2008—which are financed by ASEAN’s 
dialogue partners and other donors.

113 This initial budget may have to rise once AMRO reaches the full complement of staff 
needed to fulfill all its functions.

114 In other words, the PRC, Japan, and the Republic of Korea will contribute 26.7% each to 
AMRO’s budget, while contributions from each of the 10 ASEAN countries will be 2%.

115 This figure does not include consultants’ remuneration, which in 2010 was in the order of 
$25 million.

116 Staff salaries make up a large part of these running costs, or approximately 35% of the 
total (of which 25% is for professional staff). Administrative expenses—communications, 
office occupancy and supplies, and equipment maintenance and support—represent 
approximately 16.5% of the total, while business travel and representation expenses make 
up around 6% of the total.
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This is only a small fraction of the EU’s total budget, which in 2010 was 
around €141.5 billion ($195 billion).117

Knowledge community. Impetus for regional integration can 
also come from the region’s think-tanks, universities, business 
people, professionals, journalists, political and economic analysts, 
and other members of civil society. Many welcome the formation of 
an Asian identity and increasingly interact with regional colleagues 
through professional, educational, and official networks. Their closer 
relationships and collaboration can inform regional strategies and 
provide foundations for strengthening Asia’s IRIs.

Such pan-regional networks serve as mechanisms for 
communication, socialization, and information sharing. Business 
organizations ought to develop links similar to those that increasingly 
exist among academics and researchers. Existing and new IRIs can 
facilitate this networking by encouraging greater participation in their 
affairs by civil society members who support the goals of regional 
integration. 

Regional integration and cooperation are knowledge-intensive 
processes, requiring careful policy analysis. The region’s think-tanks 
and universities are ideally structured to conduct research and offer 
advice: they can focus on issues in depth and over time. They are 
well positioned to guide integration, provided they work closely with 
governments to ensure that their research addresses timely questions 
and receives high-level attention (ADB 2008b). 

Most Asian countries have significant capabilities in their major 
research institutes, at least one of which in each country is typically 
focused on international economic issues. These institutes have 
begun to organize through regional networks—such as the Asian 
Policy Forum, the East Asian Bureau of Economic Research, and the 
Network of East Asian Think-Tanks—to share ideas and research. Asia 
is also home to many of the world’s leading research universities. 
They too are joining regional networks, such as the Association of 
East Asian Research Universities and the ASEAN University Network. 
Their faculties and students represent exceptional assets for analyzing 
and debating regionalism. Programs that involve leading centers 
of learning can bring powerful intellectual resources to bear on the 
subject of regionalism, and help mobilize future leaders for the long-
term project of building a regional community. The University of the 
South Pacific, for instance, was established more than 40 years ago 

117 Using a euro–dollar exchange rate of 1.375 as on 16 March 2010.
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to promote higher learning in the Pacific region. More recently, the 
South Asia University was set up to promote the idea of regionalism 
and facilitate people-to-people exchange in South Asia, sponsored by 
SAARC member states. The research group established by ASEAN+3 to 
analyze regional cooperation issues among its 13 members, especially 
in macroeconomics and finance, is also helping to advance the idea of 
a knowledge community in Asia. 

All of these efforts have a purpose: to work toward the vision of 
an Asian economic community characterized by deeply integrated 
markets in goods and services, deep and liquid regional financial 
markets more resilient to financial crises, more closely coordinated 
monetary and fiscal policies that enhance macroeconomic and 
exchange-rate stability and facilitate global rebalancing, and lower 
levels of poverty and income disparity. Ultimately, it is about building 
a more integrated Asia, free of poverty and conflict, prosperous and 
confident, and well equipped to shape its destiny—and that of the 
world—for the better. 



242

References 

Abe, Shigeyuki. 2009. ESCAP and ADB as Facilitating Organizations for 
Economic Cooperation. Background Paper 1, ADB Study Finalization 
Workshop on Institutions for Regionalism in Asia and the Pacific, 
Shanghai, 2–3 December.

Abbott, Frederick M. 2001. NAFTA and the Legalization of World Politics: A 
Case Study. In Judith L. Goldstein, Miles Kahler, Robert O. Keohane, 
and Anne-Marie Slaughter, eds. Legalization and World Politics. 
Cambridge, MA: MIT Press. pp. 135–163.

Acemoglu, Daron, Simon Johnson, and James Robinson. 2001. The Colonial 
Origins of Comparative Development: An Empirical Investigation. 
American Economic Review. 91. pp. 1361–1401.

Acharya, Amitav. 1992. Regional Military-Security Cooperation in the Third 
World: A Conceptual Analysis of the Association of Southeast Asian 
Nations. Journal of Peace Research. 29(1). pp. 7–21.

———. 1997. Ideas, Identity, and Institution Building: From the “ASEAN 
Way” to the “Asia-Pacific Way.” Pacific Review. 10(3). pp. 319–346.

———. 2004. How Ideas Spread: Whose Norms Matter? Norm Localization 
and Institutional Change in Asian Regionalism. International 
Organization. 58(2). pp. 239–275.

———. 2007. The Emerging Regional Architecture of World Politics. World 
Politics. 59(4). pp. 629–652.

———. 2009. Asian Regional Institutions and the Possibility of Socializing 
the Behavior of States. Background Paper 2, ADB Study Finalization 
Workshop on Institutions for Regionalism in Asia and the Pacific, 
Shanghai, 2–3 December.

———. 2009. Competing Asian Communities: What the Australian  
and Japanese Ideas Mean for Asia’s Regional Architecture. East Asia 
Forum. 29 October. www.eastasiaforum.org/2009/10/29/competing-
asian-communities/

Acharya, Amitav and Alastair Iain Johnston. 2007a. Comparing Regional 
Institutions: An Introduction. In Amitav Acharya and Alastair 
Iain Johnston, eds. Crafting Cooperation: Regional International 
Institutions in Comparative Perspective. Cambridge: Cambridge 
University Press. pp. 1–31.

———. 2007b. Conclusion: Institutional Features, Cooperation Effects, 
and the Agenda for Further Research on Comparative Regionalism. In 
Amitav Acharya and Alastair Iain Johnston, eds. Crafting Cooperation: 



References 

243

Regional International Institutions in Comparative Perspective. 
Cambridge: Cambridge University Press. pp. 244–278.

———, eds. 2007c. Crafting Cooperation: Regional International Institutions 
in Comparative Perspective. Cambridge: Cambridge University Press.

Adams, Charles and Hwee Kwan Chow. 2007. The Asian Currency Unit? An 
Answer in Search of a Question. Journal of Open Economies.

ADB. 2006a. Supporting Provision of Regional Public Goods in Asia and 
Pacific Region. Manila.

ADB 2006b. Regional Cooperation and Integration Strategy. Manila.
———. 2007. Export Dynamics in East Asia. Asian Development Outlook 

Update. Manila.
———. 2008a. Workers in Asia. Asian Development Outlook. Manila.
———. 2008a. Emerging Asian Regionalism: A Partnership for Shared 

Prosperity. Manila.
———. 2008b. Handbook on International Best Practices in Credit Rating. 

Manila.
———. 2009a. Asia Economic Monitor. Manila.
———. 2009b. Building a Sustainable Energy Future: The Greater Mekong 

Subregion. Manila.
———. 2009c. Key Indicators for Asia and the Pacific. Manila.
ADB/ADBI. 2009. Infrastructure for a Seamless Asia. Manila and Tokyo: 

ADB/ADBI.
Aggarwal, Vinod K. 1985. Liberal Protectionism: The International Politics 

of Organized Textile Trade. Berkeley, CA: University of California Press.
———, ed. 1998. Institutional Designs for a Complex World: Bargaining, 

Linkages, and Nesting. Ithaca, NY: Cornell University Press.
Aggarwal, Vinod K. and Jonathan Chow. 2009. The Perils of Consensus: 

How ASEAN’s Meta-Regime Undermines Economic and Environmental 
Cooperation. Berkeley, CA: University of California. Unpublished.

Aggarwal, Vinod K. and Min Gyo Koo. 2005. Beyond Network Power? The 
Dynamics of Formal Economic Integration in Northeast Asia. Pacific 
Review. 18(2). pp. 189–216.

Akamatsu, K. 1962. Historical Pattern of Economic Growth in Developing 
Countries. Developing Economies. 1. pp. 3–25.

Alagappa, Muthiah, ed. 1998. Asian Security Practice: Material and 
Ideational Influences. Stanford, CA: Stanford University Press.

Alessandrini, Michele, Bassam Fattouh, Benno Ferrarini, and Pasquale 
Scaramozzino. 2009. Tariff Liberalization and Trade Specialization in 
India. University of Rome/ADB. Unpublished.

Antras, Pol and Ricardo Caballero. 2009. Trade and Capital Flows: A 
Financial Frictions Perspective. Journal of Political Economy. 117. 
pp. 701–744.

Ariff, Mohammed. 1994. Open Regionalism à la ASEAN. Journal of Asian 
Economics. 5(1). pp. 99–117.

Aris, Stephen. 2009. A New Model of Asian Regionalism: Does the 
Shanghai Cooperation Organisation Have More Potential than ASEAN? 
Cambridge Review of International Affairs. 22(3). pp. 451–467.

Arner, Douglas W. 2009. Developing Asia’s Financial Norms and Standards. 
Background Paper 3, ADB Study Finalization Workshop on Institutions 
for Regionalism in Asia and the Pacific, Shanghai, 2–3 December.



References 

244

ASEAN Secretariat. 1977. Agreement on ASEAN Preferential Trading 
Arrangements. Manila, 24 February. www.aseansec.org/1376.htm

———. 2003. ASEAN Free Trade Area (AFTA): An Update. November. 
www.aseansec.org/7665.htm

———. 2009. ASEAN and APEC: Complementing, Not Competing. ASEAN 
Bulletin. 11 November. www.aseansec.org/23972.htm#Article-3

Asia–Europe Meeting. 1996. Chairman’s Statement of the Asia–Europe 
Meeting. Bangkok, 2 March.

Athukorala, Prema-chandra. 2005. Product Fragmentation and Trade 
Patterns in East Asia. Asian Economic Papers. 4(3). pp. 1–27.

———. 2006. Singapore and ASEAN in the New Regional Division of 
Labour. Departmental Working Papers 2006-11. Australian National 
University, Economics RSPAS.

———. 2010. Production Networks and Trade Patterns in East Asia: 
Regionalization or Globalization? Working Papers on Regional 
Economic Integration. No. 56. Manila: Asian Development Bank.

Athukorala, Prema-chandra and Jayant Menon. 1997. AFTA and the 
Investment-Trade Nexus in ASEAN. World Economy. 20(2). pp. 159–174.

———. 2010. Global Production Sharing, Trade Patterns, and Determinants 
of Trade Flows in East Asia. ADB Working Paper Series on Regional 
Economic Integration. No. 41. Manila.

Balassa, Bela. 1961. The Theory of Economic Integration. Homewood, 
Illinois: R.D. Irwin.

Baldwin, Richard E. 1993. A Domino Theory of Regionalism. National 
Bureau of Economic Research Working Paper 4465. Cambridge, MA.

———. 1996. A Domino Theory of Regionalism. In Richard E. Baldwin, 
Pertti Haaparanta, and Jaakko Kiander, eds. Expanding Membership 
of the EU. Cambridge: Cambridge University Press.

———. 2004. The Spoke Trap: Hub and Spoke Bilateralism in East Asia. 
Korea Institute for International Economic Policy CNAEC Research 
Series 04-02. Seoul.

———. 2006a. Multilateralising Regionalism: Spaghetti Bowls as Building 
Blocks on the Path to Global Free Trade. World Economy. 29(11). 
pp. 1451–1518.

———. 2006b. Managing the Noodle Bowl: The Fragility of East Asian 
Regionalism. CEPR Discussion Paper No. 5561. London.

———. 2009. Sequencing Regionalism: Theory, European Practice, and 
Lessons for Asia. Background paper prepared for ADB Flagship 
Study on Institutions for Regionalism: Enhancing Asia’s Economic 
Cooperation and Integration. Manila.

Baldwin, Richard E. and Phil Thornton. 2007. Multilateralizing Regionalism: 
Ideas for a WTO Action Plan on Regionalism. London: CEPR.

Barnett, Michael and Etel Solingen. 2007. Designed to Fail or Failure of 
Design? The Origins and Legacy of the Arab League. In Amitav Acharya 
and Alastair Iain Johnston, eds. Crafting Cooperation: Regional 
International Institutions in Comparative Perspective. Cambridge: 
Cambridge University Press. pp. 180–220.

Barton, John H.,  Judith L. Goldstein, Timothy E. Josling, and Richard H. 
Steinberg. 2006. The Evolution of the Trade Regime: Politics, Law, 



References 

245

and Economics of the GATT and the WTO. Princeton, NJ: Princeton 
University Press.

Baru, Sanjaya. 2009. Early Steps towards Regionalism in South Asia: SAARC 
and Other Arrangements. Background Paper 5, ADB Study Finalization 
Workshop on Institutions for Regionalism in Asia and the Pacific, 
Shanghai, 2–3 December.

Batra, Amita. 2006. India’s Global Trade Potential: A Gravity Model 
Approach. Global Economic Review. 35 (September).

Bayoumi, Tamim and Barry Eichengreen. 1994. One Money or Many? 
Analyzing the Prospects for Monetary Unification in Various Parts 
of the World. Princeton Studies in International Finance No. 76, 
International Finance Section, Department of Economics, Princeton 
University, September.

———. 1997. Optimum Currency Areas and Exchange Rate Volatility: 
Theory and Evidence Compared. In Benjamin Cohen, ed. International 
Trade and Finance. Cambridge: Cambridge University Press.

Beeson, Mark, ed. 2002. Reconfiguring East Asia: Regional Institutions and 
Organisations After the Crisis. London: RoutledgeCurzon Press.

Bergsten, Fred C. 1994. APEC and the World Economy: A Force for 
Worldwide Liberalisation. Foreign Affairs. 73(3). pp. 20–26.

———. 2007. Toward a Free Trade Area of the Asia Pacific. Policy Briefs 
in International Economics 07-2. Washington: Peterson Institute for 
International, Economics.

Bernheim, Douglas and Michael Whinston. 1990. Multimarket Contact and 
Collusive Behavior. Rand Journal of Economics. 21. pp. 1–26.

Bhagwati, Jagdish N. 2006. Why Asia Must Opt for Open Regionalism on 
Trade. Financial Times. 3 November.

———. 2008. Termites in the Trading System: How Preferential Agreements 
Undermine Free Trade. New York: Oxford University Press.

Boettke, Peter J., Peter Leeson, and Christopher Coyne. 2008. Institutional 
Stickiness and the New Development Economics. American Journal 
of Economics and Sociology. 67(2). pp. 331–358.

Bowles, Paul. 2002. Regionalism and Development (?) after the Global 
Financial Crises. In Shaun Breslin, Christopher W. Hughes, Nicola 
Philips, and Ben Rosamond, eds. New Regionalisms in the Global 
Political Economy: Theories and Cases, London: Routledge.

Bown, Chad P. 2009. Self-Enforcing Trade: Developing Countries and WTO 
Dispute Settlement. Washington, DC: Brookings Institution.

Broude, Tomer. 2009. Regional Economic Integration in the Middle East and 
North Africa: A Primer. Research Paper No. 12-09, Hebrew University 
of Jerusalem, Faculty of Law.

Brummer, Chris J. 2007. Ties That Bind: Regionalism, Commercial 
Treaties, and the Future of Global Economic Integration. Vanderbilt 
Law Review. 60(5).

Buszynski, Leszek. 1983. SEATO: The Failure of an Alliance Strategy. 
Singapore: Singapore University Press.

Buzan, Barry. 1998. The Asia-Pacific: What Sort of Region in What 
Sort of World? In Anthony G. McGrew and Christopher Brook, eds.  
Asia-Pacific in the New World Order. London: Routledge.



References 

246

Buzan, Barry and Gerald Segal. 1994. Rethinking East Asian Security. 
Survival. 36(2). pp. 3–21.

Buzan, Barry and Wæver, Ole. 2003. Regions and Powers: The Structure of 
International Security. Cambridge: Cambridge University Press.

Caballero-Anthony, Mely. 2009. Regional Security Institutions in Asia: 
Some Insights on Asian Regionalism. Background Paper 6, ADB Study 
Finalization Workshop on Institutions for Regionalism in Asia and the 
Pacific, Shanghai, 2–3 December.

Camilleri, Joseph. 2005. East Asia’s Emerging Regionalism: Tensions and 
Potential in Design and Architecture. Global Change, Peace and 
Security. 17(3). pp. 253–261.

Capannelli, Giovanni. 2010. Perceptions of Economic Interdependence: 
The View of Asian Opinion Leaders. In Masahiro Kawai, Jong-Wha 
Lee, and Peter Petri, eds. Asian Regionalism in the World Economy. 
London: Edward Elgar.

———. Forthcoming. Asia’s Institutions for Regional Integration: A 
Perception Survey of the Region’s Opinion Leaders. ADB Working 
Paper Series on Regional Economic Integration. Manila.

Capannelli, Giovanni, Jong-Wha Lee, and Peter Petri. 2009. Extent of 
Economic Interdependence in Asia: Developing Indicators for 
Regional Integration and Cooperation. Manila: Asian Development 
Bank. Unpublished.

Central Asia Regional Economic Cooperation. 2008. Trade Policy Strategy 
Action Plan: Trade Expansion through Regional Cooperation. Manila: 
Asian Development Bank. November.

Chand, Satish. 2009. Shaping New Regionalism in the Pacific Islands: Back 
to the Future? Background Paper 7, ADB Study Finalization Workshop 
on Institutions for Regionalism in Asia and the Pacific, Shanghai, 
2–3 December.

Chia, S.Y. 2010. Regional Trade Policy Cooperation and Architecture in East 
Asia. ADBI Working Paper Series. No. 191. Tokyo: Asian Development 
Bank Institute.

Clinton, Hillary Rodham. 2010. Remarks on Regional Architecture in Asia: 
Principles and Priorities. US Secretary of State, East-West Center, 
Honolulu, 12 January. www.state.gov/secretary/rm/2010/01/135090.htm

Corbett, Anne. 2003. Ideas, Institutions and Policy Entrepreneurs. European 
Journal of Education. 38. pp. 315–330.

Dai, Xinyuan. 2007. International Institutions and National Policies. 
Cambridge: Cambridge University Press.

Debroy, Bibek. 2009.  Linking South and East Asian Economies: Markets and 
Institutions. Prepared for the Institutions for Regionalism Finalization 
Seminar in Shanghai. Asian Development Bank.

Dent, Christopher M. 2009. Organizing the Wider East Asian Region. 
Background Paper 9, ADB Study Finalization Workshop on Institutions 
for Regionalism in Asia and the Pacific, Shanghai, 2–3 December.

Desker, Barry. 2008. Is the ASEAN Charter Necessary? RSIS Commentaries 
No. 77/2008. 17 July. Singapore: S. Rajaratnam School of International 
Studies. www.rsis.edu.sg/publications/Perspective/RSIS0772008.pdf



References 

247

di Giovanni, Julian and Andrei Levchenko. 2009. Putting the Parts Together: 
Trade, Vertical Linkages and Business Cycle Comovements. IMF 
Working Paper No. 09/181. August.

Dominguez, Jorge I. 2007. International Cooperation in Latin America: The 
Design of Regional Institutions by Slow Accretion. In Amitav Acharya 
and Alastair Iain Johnston, eds. Crafting Cooperation: Regional 
International Institutions in Comparative Perspective. Cambridge: 
Cambridge University Press. pp. 83–128.

———. 2009. Regional Economic Institutions in Latin America: Politics, 
Profits, and Peace. Background Paper, ADB Flagship Study, Institutions 
for Regionalism: Enhancing Asia’s Economic Cooperation and 
Integration.

Drazen, Allan and Vittorio Grilli. 1993. The Benefit of Crises for Economic 
Reforms. American Economic Review. 83(3). pp. 598–607. American 
Economic Association.

Drysdale, Peter. 1988. International Economic Pluralism: Economic Policy 
in East Asia and the Pacific. Sydney: Allen and Unwin.

Drysdale, Peter and Hugh Patrick. 1979. An Asia-Pacific Regional Economic 
Organization: An Exploratory Concept Paper. Washington, DC: 
Congressional Research Service, Library of Congress.

Duffield, John. 2001. Why Is There No APTO? Why Is There No OSCAP? 
Asia-Pacific Security Institutions in Comparative Perspective. 
Contemporary Security Policy. 22(2). pp. 69–95.

Economic Research Institute for ASEAN and East Asia (ERIA). 2010. Basic 
Concept of ERIA. www.eria.org/basic/index.html

Eichengreen, Barry. 1996. A More Perfect Union? The Logic of Economic 
Integration. Essays in International Finance. Princeton, NJ: Princeton 
University.

———. 2006. The Parallel Currency Approach to Asian Monetary Integration. 
The American Economic Review. 96(2). May 2006. pp. 432–436(5).

———. 2009. Institutions for Asian Integration. ADB Report Outline, IFR 
Study. Unpublished.

Eichengreen, Barry and Pipat Luengnaruemitchai. 2004. Why Doesn’t Asia 
Have the Bigger Bond Markets? Working Papers 24/2004. Hong Kong 
Institute for Monetary Research.

Eichengreen, Barry and Yung Chul Park. 2003. Why Has There Been Less 
Financial Integration in Asia Than in Europe? Institute of European 
Studies, Working Paper Series 4679. Institute of European Studies, UC 
Berkeley.

Eichengreen, Barry and Pablo Vasquez. 2002. Institutions and Economic 
Growth: Evidence and Conjectures. In Bart van Ark, Simon Kuipers, 
and Gerald Kuper, eds. Productivity, Technology and Economic 
Growth. Dordrecht: Kluwer.

Eichengreen, Barry, Ricardo Hausmann, and Ugo Panizza, 2003. Currency 
Mismatches, Debt Intolerance and Original Sin: Why They Are Not 
the Same and Why It Matters. NBER Working Papers 10036. National 
Bureau of Economic Research.

Elegant, Robert. 1990. Pacific Destiny: Inside Asia Today. London: Hamish 
Hamilton.



References 

248

Emmers, Ralf. 2003. Cooperative Security and the Balance of Power in 
ASEAN and the ARF. London: Routledge.

Emmers, Ralf and See Seng Tan. 2009. The ASEAN Regional Forum and 
Preventive Diplomacy: A Failure in Practice. RSIS Working Paper 189. 
Singapore: S. Rajaratnam School of International Studies.

Emmerson, Donald K., ed. 2008. Hard Choices: Security, Democracy, and 
Regionalism in Southeast Asia. Stanford, CA: Hoover Institution Press.

Engerman, Stanley and Kenneth Sokoloff. 2002. Factor Endowments, 
Inequality and Paths of Development among New World Economies. 
Economia. 3. pp. 41–109.

Estevadeordal, Antoni, Caroline Freund, and Emmanuel Ornelas. 2007. 
Does Regionalism Affect Trade Liberalization towards Non-Members? 
Washington, DC: Inter-American Development Bank.

Estevadeordal, Antoni, Jeremy Harris, and Kati Suominen. 2007. 
Harmonizing Rules of Origin Regimes around the World. Paper 
presented to Conference on Multilateralizing Regionalism, WTO and 
CEPR, Geneva, September.

European Commission. Towards a New Asia Strategy. Communication 
from the Commission to the Council. COM (94) 314 final, 13 July 1994.

Evans, Paul. 2005. Between Regionalism and Regionalization: Policy 
Networks and the Nascent East Asian Institutional Identity. In T.J. 
Pempel, ed. Remapping East Asia: The Construction of a Region. 
Ithaca, NY: Cornell University Press. pp. 195–215.

Feridhanusetyawan, Tubagus. 2005. Preferential Trading Agreements in the 
Asia-Pacific Region. IMF Working Paper 149, Washington, DC.

Financial Stability Forum. 2009. Financial Stability Forum Decides to Broaden 
Its Membership. News release. 12 March. www.financialstabilityboard.
org/press/pr_090312b.pdf

Findlay, Ronald and Kevin H. O’Rourke. 2007. Power and Plenty: Trade, 
War, and the World Economy in the Second Millennium. Princeton, NJ: 
Princeton University Press.

Francois, Joseph, Miriam Manchin, and Annette Pelkmans-Balaoing. 2009. 
Regional Integration in Asia: The Role of Infrastructure. In Joseph 
Francois, Pradumna Rana, and Ganeshan Wignaraja, eds. Pan-Asian 
Integration: Linking East and South Asia. London: Palgrave. pp. 439–486.

Frankel, Jeffrey and Andrew Rose. 1998. The Endogeneity of the Optimum 
Currency Area Criteria. Economic Journal. 108. pp. 1009–1025.

Freeman, Carla P. 2008. In Pursuit of Peaceful Development in Northeast 
Asia: China, the Tumen River Development Project, and Sino-Korean 
Relations. Working Paper 2, March, US-Korea Institute, School of 
Advanced International Studies, Johns Hopkins University. www 
.uskoreainstitute.org/pdf/WP-Regional_Diplomacy/USKI-WP0802.pdf

Frieden, Jeffry. 1991. Invested Interests: The Politics of National Economic 
Policies in a World of Global Finance. International Organization. 
45(4). pp. 425–451.

———. 1994. Making Commitments: France and Italy in the European 
Monetary System, 1979–1985. In Barry Eichengreen and Jeffry Frieden, 
eds. The Political Economics of European Monetary Unification. 
Boulder, CO: Westview Press. pp. 25–47.



References 

249

Garen, John and Kathleen Trask. 2005. Do More Open Economies Have 
Bigger Governments? Another Look. Journal of Development 
Economics. 77. pp. 553–577.

Garnaut, Ross. 1994. Open Regionalism: Its Analytic Basis and Its 
Relevance to the International System. Journal of Asian Economics. 
5(2). pp. 273–290.

———. 1996. Open Regionalism and Trade Liberalization: An Asia-Pacific 
Contribution to the World Trade System. Singapore and Sydney: 
Institute of Southeast Asian Studies/Allen & Unwin.

Garnaut, Ross and Peter Drysdale. 1994. Asia-Pacific Regionalism: 
The Issues. In Ross Garnaut and Peter Drysdale, eds. Asia Pacific 
Regionalism: Readings in International Economic Relations. Sydney: 
Harper Educational. pp. 1–7.

Gasiorek, Michael. 2007. Multilateralizing Regionalism: Relaxing Rules 
of Origin. Paper presented to Conference on Multilateralizing 
Regionalism, WTO and CEPR, Geneva, September.

Gill, Indermit and Homi Kharas. 2007. An East Asian Renaissance: Ideas for 
Economic Growth. Washington, DC: The World Bank.

Girardin, E. and A. Steinherr. 2008. Regional Monetary Units for East Asia: 
Lessons from Europe. ADB Institute Discussion Paper 116.

Gochoco-Bautista, Maria Socorro. 2009. Institutions for Regional Financial 
Cooperation in Asia: Implications for Regional Economic Cooperation. 
Background Paper 12, ADB Study Finalization Workshop on Institutions 
for Regionalism in Asia and the Pacific, Shanghai, 2–3 December.

Goldstein, Morris and Daniel Xie, 2009. The Impact of the Financial Crisis 
on Emerging Asia. Peterson Institute Working Paper Series WP09-11, 
Peterson Institute for International Economics.

Goldstein, Judith L., Douglas Rivers, and Michael Tomz. 2007a. Do We 
Really Know That the WTO Increases Trade? Comment. American 
Economic Review. 97(5). pp. 2005–2018.

———. 2007b. Institutions in International Relations: Understanding the 
Effects of the GATT and the WTO on World Trade. International 
Organization. 61(1). pp. 37–67.

Goldstein, Judith L., Miles Kahler, Robert O. Keohane, and Anne-Marie 
Slaughter, eds. 2001. Legalization in World Politics. Cambridge, MA: 
MIT Press.

Gourevitch, Peter A. 1989. The Pacific Rim: Current Debates. Annals of the 
American Academy of Political and Social Science. 505(1). pp. 8–23.

Government of Japan, Ministry of Foreign Affairs. 2006. APEC Reform 
2006 Deliverables. Available from: www.mofa.go.jp/policy/economy/
apec/2006/reform.html

Green, Michael J. and Gill Bates, eds. 2009. Asia’s New Multilateralism: 
Cooperation, Competition, and the Search for Community. New York: 
Columbia University Press.

Gulidov, Ruslan. 2009. Energy Collaborative Activities in NEA under 
Greater Tumen Initiative Presented at UNDPGTI Capacity Building 
Training Program on Energy GTI “Energy Efficiency Improvement and 
Renewable Energy Development” Workshop. 11–13 October 2010, 
Incheon, Republic of Korea.



References 

250

Gyngell, Allan. 2007. Design Faults: The Asia Pacific’s Regional Architecture. 
Lowy Institute Policy Brief, 18 July, Sydney.

Gyngell, Allan and Malcom Cook, 2005. How To Save APEC. Sydney: Lowy 
Institute for International Policy.

Haacke, Jürgen. 2009. The ASEAN Regional Forum: from dialogue to 
practical security cooperation? Cambridge Review of International 
Affairs. 22(3). pp. 427–449.

Haas, Ernst B. 1961. International Integration: the European and the 
Universal Process. International Organization. 15(3). pp. 366–392.

———. 1980. Why Collaborate? Issue Linkage and International Regimes. 
World Politics. 32. pp. 357–405.

Haas, Michael. 1989. The Asian Way to Peace: A Story of Regional 
Cooperation. New York: Praeger.

Haggard, Stephan. 2009. The Organizational Architecture of the Asia-
Pacific: Insights from the New Institutionalism. Background Paper 13, 
ADB Study Finalization Workshop on Institutions for Regionalism in 
Asia and the Pacific, Shanghai, 2–3 December.

Hamada, Koichi and Impyo Lee. 2009. International Political Conflicts and 
Economic Integration. In Koichi Hamada, Beate Reszat, and Ulrich 
Volz, eds. Towards Monetary and Financial Integration in East Asia. 
Cheltenham: Edward Elgar. pp. 61–84.

Harberger, Arnold C. 1993. The Search for Relevance in Economics. 
American Economic Review Papers and Proceedings 83, 1–17.

Harrison, Glenn W., Thomas F. Rutheford, David G. Tarr, and Angelo 
Gurgel. 2003. Regional Multilateral and Unilateral Trade Policies of 
MERCOSUR for Growth and Poverty Reduction in Brazil. World Bank 
Policy Research Working Paper No. 3051.

Hemmer, Christopher and Peter J. Katzeinstein. 2002. Why Is There No 
NATO in Asia? Collective Identity, Regionalism, and the Origins of 
Multilateralism. International Organization. 56(3). pp. 575–607.

Henning C. Randall. 2005. Regional Economic Integration and Institution 
Building. In Regional Economic Integration in a Global Framework, 
Julie McKay, Maria Oliva Armengol, and Georges Pineau. eds. 
Frankfurt:  European Central Bank and People’s Bank of China, 2005. 
pp. 79–100.

———. 2006. Regional Arrangements and the International Monetary 
Fund. In Edwin M. Truman, ed. Reforming the IMF for the 21st Century. 
Washington, DC: Institute for International Economics. pp. 171–184.

———. 2009a. Economic Crises and Institutions for Regional Economic 
Cooperation. Background Paper 14, ADB Study Finalization Workshop 
on Institutions for Regionalism in Asia and the Pacific, Shanghai, 
2–3 December.

———. 2009b. The Future of the Chiang Mai Initiative: An Asian Monetary 
Fund? Policy Brief No. PB09-5. February. Washington, DC: Peterson 
Institute for International Economics.

Herbst, Jeffrey. 2007. Crafting Regional Cooperation in Africa. In Amitav 
Acharya and Alastair Iain Johnston, eds. Crafting Cooperation: 
Regional International Institutions in Comparative Perspective. 
Cambridge: Cambridge University Press. pp. 129–144.

Higgott, Richard, Andrew Cooper, and Jenelle Bonnor. 1991. Cooperation 
Building in the Asia-Pacific Region: APEC and the New Institutionalism. 



References 

251

Pacific Economic Papers 199. Canberra: Australia-Japan Research 
Centre, Australian National University.

Hill, Hal. 1994. Australia’s Asia-Pacific Connections. Economics Division 
Working Papers No. EA 94/2. Canberra: Research School of Pacific and 
Asian Studies, Australian National University.

Hill, Hal and Jayant Menon. 2008. Back to Basics on Trade. Far Eastern 
Economic Review, June, pp. 44–47.

Hinata, Hiromi. 2009. The Roles of JETRO and Japanese Firms Perspectives 
in GTI Region. Paper presented at Second GTI Investment Forum, 
Ulaanbaatar, 25 March. www.tumenprogramme.org/data/upload/
download/HiromiHinata_combined_JvPVPb.pdf

Hix, Simon. 2005. The Political System of the European Union, 2nd edn. 
New York: Palgrave Macmillan.

———. 2009. Institutional Design of Regional Integration. Background 
Paper, ADB Flagship Study, Institutions for Regionalism: Enhancing 
Asia’s Economic Cooperation and Integration.

Hoadley, Steve and Jürgen Rüland, eds. 2006. Asian Security Reassessed. 
Singapore: Institute of Southeast Asian Studies.

Hoekman, Bernard and L. Alan Winters. 2007. Multilateralizing “Deep 
Regional Integration”: A Developing Country Perspective. Paper 
presented to Conference on Multilateralizing Regionalism, WTO and 
CEPR, Geneva, September.

Hugo, Graeme. 2008. Asian Labour Migration Trends. Background paper for 
Asian Development Outlook 2008. Manila: Asian Development Bank.

Hugo, Graeme and Soogil Young, eds. 2008. Labour Mobility in the 
Asia-Pacific Region: Dynamics, Issues and the New APEC Agenda. 
Singapore: ISEAS.

Hund, Markus. 2003. ASEAN Plus Three: Towards a New Age of Pan-East 
Asian Regionalism? A Skeptic’s Appraisal. Pacific Review. 16(3). 
pp. 383–418.

Independent Television Network (ITN). 2009. Thailand: Sixteen Leaders 
Gather for East Asia Summit. 23 October. www.itnsource.com/shotlist/
RTV/2009/10/26/RTV2043109/?v=1&a=0

Irwin, Douglas A. 1995. The GATT’s Contribution to Economic Recovery in 
Post-war Western Europe. In Barry Eichengreen, ed. Europe’s Post-war
Recovery. Cambridge: Cambridge University Press.

James, William E. 2008. Rules of Origin in Emerging Asia-Pacific Preferential 
Trade Agreements: Will PTAs Promote Trade and Development? 
In Yann Duval, ed. Trade Facilitation Beyond the Multilateral Trade 
Negotiations: Regional Practices, Customs Valuation and Other 
Emerging Issues. New York: UNDP/ESCAP/ARTNet. pp. 137–162.

Janow, Merit. 1996/97. Assessing APEC’s Role in Economic Integration in 
the Asia-Pacific Region. Northwestern Journal of International Law 
and Business. 17. pp. 947–1013.

Jayasuriya, Kanishka. 2009. The Emergence of Regulatory Regionalism. 
Global Asia. 4(4). pp. 102–107.

Job, Brian L. 2003. Track 2 Diplomacy: Ideational Contribution to the 
Evolving Asian Security Order. In Muthiah Alagappa, ed. Asian Security 
Order: Institutional and Normative Features. Stanford, CA: Stanford 
University Press. pp. 241–269.



References 

252

Jones, David Martin and Michael L. R. Smith. 2007. Making Process, 
Not Progress: ASEAN and the Evolving East Asian Regional Order. 
International Security. 32(1). pp. 148–184.

Kahler, Miles. 1995. International Institutions and the Political Economy of 
Integration. Washington, DC: Brookings Institution.

———. 2001a. Legalization as Strategy: The Asia-Pacific Case. In Judith 
L. Goldstein, Miles Kahler, Robert O. Keohane, and Anne-Marie 
Slaughter, eds. Legalization and World Politics. Cambridge, MA: MIT 
Press. pp. 165–188.

———. 2001b. The Causes and Consequences of Legalization. In Judith 
L. Goldstein, Miles Kahler, Robert O. Keohane, and Anne-Marie 
Slaughter, eds. Legalization and World Politics. Cambridge, MA: MIT 
Press. pp. 277–299.

———, ed. 2009. Networked Politics: Agency, Power and Politics. Ithaca, 
NY: Cornell University Press.

Kanbur, Ravi. 2001. Cross Border Externalities, International Public Goods 
and Their Implications for Aid Agencies. Cornell Working Paper
http://aem.cornell.edu//research/researchpdf/wp0103.pdf

Katsumata, Hiro. 2006. Establishment of the ASEAN Regional Forum: 
Constructing a “Talking Shop” or a “Norm Brewery”? Pacific Review. 
19(2). pp. 181–198.

Katzenstein, Peter J. 2005. A World of Regions: Asia and Europe in the 
American Imperium. Ithaca, NY: Cornell University Press.

———. 2006. East Asia—Beyond Japan. In Peter Katzenstein and 
Takashi Shiraishi, eds. Beyond Japan—The Dynamics of East Asian 
Regionalism. Ithaca, NY: Cornell University Press. pp. 1–36.

———, ed. 2009. Civilizations in World Politics: Plural and Pluralist 
Perspectives. Abingdon: Routledge.

Kawai, Masahiro. 2007. Evolving Economic Architecture in East Asia. 
Discussion Paper No. 84. Tokyo: ADB Institute.

Kawai, Masahiro. 2009. An Asian Currency Unit for Regional Exchange-Rate 
Policy Coordination. In Duck-Koo Chung and Barry Eichengreen, eds., 
Fostering Monetary & Financial Cooperation in East Asia. Singapore: 
World Scientific Publishing. pp. 73–112.

Kawai, Masahiro and Shinji Takagi, 2005. Towards Regional Monetary 
Cooperation in East Asia: Lessons from other parts of the world. 
International Journal of Finance & Economics. John Wiley & Sons. 
10(2). pp. 97–116.

Kawai, Masahiro and Ganeshan Wignaraja. 2007. Multilateralizing Regional 
Trade Arrangements in Asia. Paper presented to Conference on 
Multilateralizing Regionalism, WTO and CEPR, Geneva, September.

———. 2008. Regionalism as an Engine of Multilateralism: A Case for 
a Single East Asian FTA, Working Papers on Regional Economic 
Integration No. 14. Manila: Asian Development Bank.

———. 2010a. Asian FTAs: Trends, Prospects, and Challenges. ADB 
Economic Working Paper Series. No. 226. Manila: Asian Development 
Bank.

———. 2010b. Free Trade Agreements in East Asia: A Way Towards 
trade liberalization? ADB Briefs. No. 1. Retrieved from www.adb.org/
documents/briefs/ADB-Briefs-2010-1-Free-Trade-Agreements.pdf



References 

253

Kawai, Masahiro, Peter A. Petri, and Elif Sisli-Ciamarra. 2010. Asia in 
Global Governance: A Case for Decentralized Institutions. In Masahiro 
Kawai, Jong Wha Lee, and Peter A. Petri, eds. Asian Regionalism in 
the World Economy: Engine for Dynamism and Stability. Cheltenham, 
UK: Edward Elgar.

Kelley, Judith G. 2004. Ethnic Politics in Europe: The Power of Norms and 
Incentives. Princeton, NJ: Princeton University Press.

———. 2009. The Role of Membership Rules in Regional Organizations. 
Background Paper, ADB Flagship Study, Institutions for Regionalism: 
Enhancing Asia’s Economic Cooperation and Integration.

Keohane, Robert. 2001. Governance in a Partially Globalized World. 
American Political Science Review. 95(1). pp. 1–13.

Khadiagala, Gilbert M. 2009. Institution-Building for African Regionalism. 
Background Paper, ADB Flagship Study, Institutions for Regionalism: 
Enhancing Asia’s Economic Cooperation and Integration.

Kharas, Homi, Enrique Aldaz-Carroll, and Sjamsu Rahardja. 2008. East Asia: 
Regional Integration among Open Economies. In Masahisa Fujita, ed. 
Economic Integration in Asia and India. Palgrave Macmillan.

Khong, Yuen Foong and Helen E. S. Nesadurai. 2007. Hanging Together, 
Institutional Design, and Cooperation in Southeast Asia: ASEAN and 
the ARF. In Amitav Acharya and Alastair Iain Johnston, eds. Crafting 
Cooperation: Regional International Institutions in Comparative 
Perspective. Cambridge: Cambridge University Press. pp. 32–82.

Kikuchi, Tsutomu. 2009. The Late Comers Are Catching Up: Institution-
Building in Northeast Asia. Background Paper, ADB Study Finalization 
Workshop on Institutions for Regionalism in Asia and the Pacific, 
Shanghai, 2–3 December.

Kim, Samuel S. 2004. Regionalization and Regionalism in East Asia. Journal 
of East Asian Studies. 4(1). pp. 39–68.

Kimura, Fukunari. 2009. How Far Can Regionalism Work for Production 
Networks in East Asia? Prepared for the Institutions for Regionalism 
Finalization Seminar in Shanghai. Asian Development Bank.

Knack, Stephen and Philip Keefer. 2003. Institutions and Economic 
Performance: Cross Country Tests Using Alternative Institutional 
Measures. In Stephen Knack, ed. Democracy, Governance, Growth. 
Ann Arbor, MI: University of Michigan Press.

Kojima, K. 1971. Japan and a Pacific Free Trade Area. London: Macmillan.
Krugman, Paul. 1991. Trade with Japan: Has the Door Opened Wider? 

NBER Books. National Bureau of Economic Research, 91-1.
Kuroda, Haruhiko, Masahiro Kawai, and Rita Nangia. 2008. Infrastructure and 

Regional Cooperation. In Francois Bourguignon and Boris Pleskovic, 
eds. Rethinking Infrastructure for Development. Washington, DC: World 
Bank.

Kurth, James R. 1989. The Pacific Basin versus the Atlantic Alliance: Two 
Paradigms of International Relations. Annals of the American Academy 
of Political and Social Science. 505(1). pp. 34–45.

Laban, Raul and Federico Sturzenegger, 1994. Fiscal Conservatism as a 
Response to the Debt Crisis. Journal of Development Economics 
45(2), 305–324.



References 

254

Lawrence, Robert Z. 1996. Regionalism, Multilateralism, and Deeper 
Integration. Washington, DC: Brookings Institution.

Lee, Hsien Loong. 2006. Keynote Address by Prime Minister Lee Hsien 
Loong at Fifth International Institute for Strategic Studies Asia Security 
Summit (Shangri-La Dialogue), Singapore, 2 June. www.iiss.org/
conferences/the-shangri-la-dialogue/shangri-la-dialogue-archive/
shangri-la-dialogue-2006/2006-plenary-session-speeches/keynote-
remarks-he-lee-hsien-loong/

Lee, Shin-Wha. 2008. A Problem-Driven Approach to East Asian 
Regionalism. In See Seng Tan, ed. Do Institutions Matter? Regional 
Institutions and Regionalism in East Asia. RSIS Monograph No. 13. 
Singapore: S. Rajaratnam School of International Studies. pp. 39–51.

Legrain, Philippe. 2007. Immigrants: Your Country Needs Them. London: 
Little, Brown & Company.

Legrain, Philippe. 2010. Aftershock: Reshaping the world economy after 
the crisis. London: Little, Brown Company.

Leifer, Michael. 1996. The ASEAN Regional Forum. Adelphi Papers 302. 
Oxford: Oxford University Press for International Institute for Strategic 
Studies.

Linder, Staffan B. 1986. The Pacific Century: Economic and Political 
Consequences of Asian-Pacific Dynamism. Stanford, CA: Stanford 
University Press.

Lindert, Peter. 2004. Growing Public. Cambridge: Cambridge University 
Press.

MacIntyre, Andrew. 2003. American and Japanese Strategies in Asia: 
Dealing With ASEAN. In Ellis Krauss and T.J. Pempel, eds. Beyond 
Bilateralism: The U.S.-Japan Relationship in the New Asia-Pacific. 
Stanford, CA: Stanford University Press, pp. 115–129.

MacIntyre, Andrew, T.J. Pempel, and John Ravenhill. 2008. Conclusion. 
In Andrew MacIntyre, T.J. Pempel, and John Ravenhill, eds. Crisis 
as Catalyst: Asia’s Dynamic Political Economy. Ithaca, NY: Cornell 
University Press.

Martin, Lisa. 2000. Democratic Commitments: Legislatures and 
International Cooperation. Princeton, NJ: Princeton University Press.

Mattli, Walter. 1999. The Logic of Regional Integration: Europe and Beyond. 
Cambridge: Cambridge University Press.

McCubbins, Matthew and Thomas Schwartz. 1984. Congressional Oversight 
Overlooked: Police Patrols versus Fire Alarms. American Journal of 
Political Science. 28. pp. 165–179.

McDonald, Scott, Sherman Robinson, and Karen Thierfelder. 2008. Asian 
Growth and Trade Poles: India, China and East and South East Asia, 
World Development. 36(2). pp. 210–234.

McKinsey & Company. 2004. Strengthening ASEAN’s Institutions. New York: 
McKinsey & Company.

Menon, Jayant. 1997. Has Japan Been ‘Opening-Up?’: Empirical Analytics 
of Trade Patterns. Asia Pacific Economic Papers 263. Australia-Japan 
Research Centre, Crawford School, Australian National University.

———. 1998. The Expansion of the ASEAN Free Trade Area.  
Asian-Pacific Economic Literature. 12(2). pp. 10–22.



References 

255

———. 2007a. Building Blocks or Stumbling Blocks? The GMS and AFTA in 
Asia. ASEAN Economic Bulletin. 24(2). pp. 254–266.

———. 2007b. Bilateral Trade Agreements. Asian-Pacific Economic Literature. 
21(2). pp. 29–47.

———. 2009. Dealing with the Proliferation of Bilateral Free Trade 
Agreements. World Economy. 32(10). pp. 1381–1407.

Milliot, David M. 2004. ASEM—A Catalyst for Dialogue and Cooperation: 
The Case of FEALAC. In W. A. L. Stokhof, Paul van der Velde, and Lay 
Hwee Yeo, eds. The Eurasian Space: Far More Than Two Continents. 
Singapore: Institute of Southeast Asian Studies. pp. 75–92.

Milward, Alan. 2000. The European Rescue of the Nation State, 2nd ed. 
London: Routledge.

Mogilevsky, Roman. 2009. Trends in Foreign Trade of CAREC Countries. 
Unpublished manuscript prepared at the CAREC Institute, Almaty.

Moravcsik, Andrew. 1998. The Choice for Europe. Ithaca, NY: Cornell 
University Press.

Mundell, Robert. 1957. International Trade and Factor Mobility. American 
Economic Review. 47. pp. 325–337.

Nair, Deepak. 2009. Regionalism in the Asia Pacific/East Asia: A Frustrated 
Regionalism? Contemporary Southeast Asia. 31(1). pp. 110–142.

Nesadurai, Helen. 2009. Labor and Grassroots Civic Interests in Regional 
Institutions. Background Paper 19, ADB Study Finalization Workshop 
on Institutions for Regionalism in Asia and the Pacific, Shanghai, 2–3 
December.

North, Douglass. 2000. Institutions and Economic Growth: An Historical 
Introduction. In Jeffry Frieden and David Lake, eds. International 
Political Economy: Perspectives on Global Power and Wealth. London: 
Routledge.

Ocampo, Roberto F. de. 2009. Brief Note on Institutions for Regionalism. 
RFO Center for Public Finance and Regional Economic Cooperation, 
December. Unpublished.

Ogawa, Eiji and Junko Shimizu 2007. Progress toward a Common Currency 
Basket System in East Asia. RIETI Discussion Paper Series. No. 06-E-038.

Olson, Mancur. 1965. The Logic of Collective Action: Public Goods and the 
Theory of Groups. Cambridge, MA: Harvard University Press.

Olson, Mancur. 1982. The Rise and Decline of Nations: Economic growth, 
stagflation, and social rigidities. New Haven, CT: Yale University Press.

Organisation for Economic Co-operation and Development (OECD). 2003. 
Regionalism and the Multilateral Trading System. Paris: OECD.

O’Rourke, Kevin H. 2009. Why the EU Won. Background Paper, ADB 
Flagship Study, Institutions for Regionalism: Enhancing Asia’s 
Economic Cooperation and Integration.

Ostrom, Elinor. 1990. Governing the Commons: The Evolution of Institutions 
for Collective Action. New York: Cambridge University Press.

Pacific Economic Cooperation Council. 2009. Report of the Task Force on 
Regional Institutional Architecture. September. PECC.

Pangestu, Mari and Robert Scollay. 2001. Regional Trading Arrangements: 
Stock Take and Next Steps. Paper presented to PECC Trade Policy 
Forum, Bangkok, 12–13 June.



References 

256

Parello-Plesner, Jonas. 2009. KIA—Asia’s Middle Powers on the Rise?  
East Asia Forum. 10 August. www.eastasiaforum.org/2009/08/10/
kia-asias-middle-powers-on-the-rise/

Pempel, T.J. 2005. Introduction: Emerging Webs of Regional Consciousness. 
In T.J. Pempel, ed. Remapping East Asia: The Construction of a Region. 
Ithaca, NY: Cornell University Press. pp. 1–28.

Petri, Peter. 1993. The East Asian Trading Bloc: An Analytical History. In 
Jeffrey Frankel and Miles Kahler, eds. Regionalism and Rivalry: Japan 
and the United States in Pacific Asia. Chicago, IL: Chicago University 
Press. pp. 21–48.

Pevehouse, Jon. 2009. International Institutions and the Rule of Law: The 
Case of National Corruption. Background Paper, ADB Flagship Study, 
Institutions for Regionalism: Enhancing Asia’s Economic Cooperation 
and Integration.

Plummer, Michael, 2010. Regional Monitoring of Capital Flows and 
Coordination of Financial Regulation: Stakes and Options for Asia. 
ADBI Working Papers 201. Tokyo: Asian Development Bank Institute.

Podolny, Joel and Karen Page. 1998. Network Forms of Organization. 
Annual Review of Sociology. 24. pp. 57–76.

Pomfret, Richard. 2009. Regional Institutions in Central Asia: Evolving 
Models. Background Paper 22, ADB Study Finalization Workshop 
on Institutions for Regionalism in Asia and the Pacific, Shanghai, 
2–3  December.

Rathus, Joel. 2009a. Squaring the Japanese and Australia Proposals for 
an East Asian and Asia Pacific Community: Is America In or Out? 
East Asia Forum. 4 November. www.eastasiaforum.org/2009/11/04/
squaring-the-japanese-and-australia-proposals-for-an-east-asian-and-
asia-pacific-community-is-america-in-or-out/

———. 2009b. The Chiang Mai Initiative: China, Japan and Financial 
Regionalism. East Asia Forum. 11 May. www.eastasiaforum.org

Ravenhill, John. 2002. APEC and The Construction Of Pacific Rim 
Regionalism. United Kingdom: Cambridge University Press.

———. 2009. The Political Economy of Asian Regionalism. Background 
Paper 23, ADB Study Finalization Workshop on Institutions for 
Regionalism in Asia and the Pacific, Shanghai, 2–3 December.

Rigobon, Roberto. 1999. On the Measurement of the International 
Propagation of Shocks. NBER Working Papers 7354. National Bureau 
of Economic Research.

Riker, William. 1980. Implications from the Disequilibrium of Majority Rule 
for the Study of Institutions. American Political Science Review. 74. 
pp. 432–446.

Robles, Alfredo. 2007. The Asia-Europe Meeting, The Theory and Practice 
of Interregionalism. United Kingdom: Taylor & Francis Inc.

Rodrik, Dani. 1998. Why Do More Open Economies Have Bigger 
Governments? Journal of Political Economy. 106. pp. 997–1032.

———. 2002. Feasible Globalizations. Havard University.
———. 2007. One Economics, Many Recipes. Princeton, NJ: Princeton 

University Press.
Rose, Andrew. 2004. Do We Really Know That the WTO Increases American 

Trade? American Economic Review. 94. p. 94.



References 

257

Sachs, Jeffrey D. and Andrew M. Warner. 1995. Economic Reform and the 
Process of Global Integration. Brookings Papers on Economic Activity. 
pp. 1–118.

Razeen, Sally. 2010. Regional Economic Integration in Asia: The Track 
Record and Prospects. ECIPE Occasional Paper No. 2/2010.

Sandler, Todd. 2005. Global and Regional Public Goods: A Prognosis for 
Collective Action. Fiscal Studies. 19(3). pp. 221–247. August 1998.

Schiff, Maurice and Alan Winters. 2003. Regional Integration and 
Development. Washington, DC: World Bank.

Severino, Rodolfo C. 2006. Southeast Asia in Search of an ASEAN 
Community: Insights from the Former ASEAN Secretary-General. 
Singapore: Institute of Southeast Asian Studies.

———. 2009. Regional Institutions in Southeast Asia: The First Movers 
and Their Challenges. Background Paper 24, ADB Study Finalization 
Workshop on Institutions for Regionalism in Asia and the Pacific, 
Shanghai, 2–3 December.

———. 2010. The ASEAN Regional Forum. Singapore: Institute of Southeast 
Asian Studies.

Simmons, Beth A. 2001. The Legalization of International Monetary Affairs. 
In Judith L. Goldstein, Miles Kahler, Robert O. Keohane, and Anne-
Marie Slaughter, eds. Legalization and World Politics. Cambridge, MA: 
MIT Press. pp. 189–218.

———. 2006. Trade and Territorial Conflict in Latin America: International 
Borders as Institutions. In Miles Kahler and Barbara Walter, eds. 
Territoriality and Conflict in an Era of Globalization. Cambridge: 
Cambridge University Press.

Simon, Sheldon W., ed. 2001. The Many Faces of Asian Security. Lanham, 
MD: Rowman & Littlefield.

———. 2002. Evaluating Track II Approaches to Security Diplomacy in the 
Asia-Pacific: The CSCAP Experience. Pacific Review. 15(2). pp. 167–200.

Smith, James McCall. 2000. The Politics of Dispute Settlement Design: 
Explaining Legalism in Regional Trade Pacts. International 
Organization. 54(1). pp. 137–180.

Smith, Shiela. 2010. Security in Northeast Asia. Interview with Shiela Smith 
by Jayshree Bayoria. www.cfr.org/publication/21342/security_in_
northeast_asia.html

Soesastro, Hadi. 2008. Towards an Anatomy of Institutions for Regionalism 
in Asia. In Institutions for Regionalism: Enhancing Asia’s Economic 
Cooperation and Integration. Manila: Asian Development Bank.

———. 2009. Thinking about the Asia Pacific Community. East Asia Forum. 
6 December. www.eastasiaforum.org/2009/12/06/thinking-about-the-
asia-pacific-community/

Solingen, Etel. 2009. Institutions for Regionalism in East Asia and the 
Middle East. Background Paper, ADB Flagship Study, Institutions for 
Regionalism: Enhancing Asia’s Economic Cooperation and Integration.

Somchai Jitsuchon and Chalongphob Sussangkarn. 2009. Thailand’s 
Growth Rebalancing. ADBI Working Papers 154. Tokyo: Asian 
Development Bank Institute.

Stubbs, Richard. 2002. ASEAN Plus Three: Emerging East Asian Regionalism? 
Asian Survey. 42(3). pp. 440–455.



References 

258

Sumulong, Lea and Fan Zhai. 2008. Asian Workers on the Move. In 
Asian Development Outlook 2008: Workers in Asia. Manila: Asian 
Development Bank.

Takahashi, Yuriko. 2004. Determinants of Social Spending in Latin 
America: Globalization, Political Institutions and the Labor Market. 
Paper presented at Annual Meeting of the American Political Science 
Association, 2–5 September.

Tan, See Seng. 2005. Nonofficial Diplomacy in Southeast Asia: “Civil 
Society” or “Civil Service”? Contemporary Southeast Asia. 27(3). 
pp. 370–387.

———, ed. 2008. Do Institutions Matter? Regional Institutions and 
Regionalism in East Asia. Monograph No. 13. Singapore: S. Rajaratnam 
School of International Studies.

———. 2009a. Introduction. In See Seng Tan, ed. Regionalism in Asia 
Vol. 3: Regional Order and Architecture in Asia. London and New York: 
Routledge. pp. 1–12.

———. 2009b. Collaboration under Anarchy: Functional Regionalism and 
the Security of East Asia. Monograph No. 15. Singapore: S. Rajaratnam 
School of International Studies.

Tan, See Seng and Amitav Acharya, eds. 2009. Bandung Revisited: The 
Legacy of the 1955 Asian-African Conference for International Order. 
Singapore: NUS Press.

Tanzi, Vito. 2005. The Production and Financing of Regional Public Goods. 
Inter-American Development Bank Occasional Paper SITI, 8 June.

Terada, Takashi. 2005. Thorny Progress in the Institutionalization of 
ASEAN+3: A Deficient China-Japan Leadership and the ASEAN Divide. 
National University of Singapore, March. Unpublished.

Urata, Shujiro. 2007. The Creation of Regional Production Networks in Asia 
Pacific: The Case of Japanese Multinational Corporations. In Juan J. 
Palacios, ed. Multinational Corporations and the Emerging Network 
Economy in Asia and the Pacific. Routledge. pp.114–138.

Urata, Shujiro and Kozo Kiyota. 2003. The Impacts of an East Asia FTA on 
Foreign Trade in East Asia. NBER Working Paper No. 10173, December.

Van den Bossche, Peter L. H. and Paolo R. Vergano. 2009. The Enhanced 
Dispute Settlement Mechanism of ASEAN: A Report on Possible 
Improvements. ADB, December. Unpublished.

Van der Geest, Willem. 2004. An EU-ASEAN Free Trade Agreement: Sharing 
Benefits of Globalisation? Lecture delivered at the 9th ASEF University 
Session. Manila, 6 February 2004.

Voeten, Erik. 2009. Regional Judicial Institutions and Economic 
Cooperation: Lessons for Asia? Background Paper, ADB Flagship 
Study, Institutions for Regionalism: Enhancing Asia’s Economic 
Cooperation and Integration.

Wacziarg, Romain and Karen Horn Welch, 2008. Trade Liberalization and 
Growth: New Evidence. World Bank Economic Review. 22(2). June.
Oxford University Press. pp. 187–231.

Weerahewa. Jeevika, 2007. Regional Trade Integration Options for South 
Asia: A Welfare Analysis. Proceedings of Peradeniya University 
Research Sessions. 12. pp. 29–30.



References 

259

Woodside, Alexander. 1993. The Asia-Pacific Idea as Mobilization Myth. 
In Arif Dirlik, ed. What’s in a Rim? Critical Perspectives on the Pacific 
Region Idea. Boulder, CO: Westview Press. pp. 37–52.

World Bank. 1991. Managing Development: The Governance Dimension. 
Washington, DC: World Bank.

———. 1993. The Asian Miracle. Washington, DC: World Bank.
Wu, Guoliang. 2010. Economic Corridors: Pathways to an Integrated, 

Harmonious and Prosperous Subregion. ADB, January. Unpublished.
Wyplosz, Charles. 2006. Deep Economic Integration: Is Europe a Blueprint? 

Asian Economic Policy Review. 1. pp. 259–279.
Yamazawa, Ippei. 1990. Flying Wild-Geese in the Pacific: Patterns of 

Industrial Development Among Asian Countries. Manila.
———. 2009. APEC’s Momentum Returning. Hitotsubashi University, 

December. Unpublished.
Yee, Andy. 2009. An Asian Community Will Emerge from Existing Structures. 

Global Asia. 4. pp. 46–49.
Yeo, Lay Hwee. 2000. ASEM: Looking Back, Looking Forward. Contemporary 

Southeast Asia. 22(1). pp. 1–32.
Young, Oran. 1996. Institutional Linkages in International Society: Polar 

Perspectives. Global Governance. 2(1). pp. 1–24.
———. 1999. Governance in World Affairs. Ithaca, NY: Cornell University 

Press.
Yu, Hyun-Seok. 2003. Explaining the Emergence of East Asian Regionalism: 

Beyond Power and Interest-Based Approaches. Asian Perspective. 
27(1). pp. 261–288.

Yunling, Zhang. 2009. Emerging New East Asian Regionalism. Chinese 
Academy of Social Sciences, December. Unpublished.

Yuzawa, Takeshi. 2006. The Evolution of Preventive Diplomacy in the 
ASEAN Regional Forum: Problems and Prospects. Asian Survey. 46(5). 
pp. 785–804.

Zhang, Zhaoyong, Kiyotaka Sato, and Michael Mcaleer. Undated. Is 
East Asia an Optimum Currency Area? National University of 
Singapore. Unpublished. www.iemss.org/iemss2002/proceedings/
pdf/volume%20due/438_zhang.pdf





Appendix 1

Perception Survey of  
Opinion Leaders in Asia:  

Summary



262

Appendix 1

Perception Survey of Opinion 
Leaders in Asia: Summary

I
n early 2010 the Asian Development Bank (ADB) surveyed 
opinion leaders in Asia and the Pacific on their views of regional 
integration and cooperation, and its institutional architecture. 
The summary findings presented here suggest that they are 
increasingly thinking in terms of creating an economically 

integrated region and are confident that Asia is emerging as a strong 
and increasingly cohesive region. They feel that while cooperation on 
trade and finance is progressing, more needs to be done to provide 
economic infrastructure and regional public goods in areas such as 
the environment, health, and regional security. They believe that Asia 
needs to strengthen its institutions for regional integration in order to 
promote closer cooperation and deeper economic integration. They 
are keener on strengthening and consolidating existing institutions than 
on creating new ones. They also provide specific recommendations on 
how to move towards an Asian economic community in the long run. 

The survey was conducted between 21 January and 12 February 
2010, using a stratified sample of 3,027 opinion leaders from 19 countries 
in Asia and the Pacific.1 The country distribution was based on a weighted 
average of the size of its population and its gross domestic product. 

1  In order to increase the likelihood of response, the survey questionnaire was designed to take 
no more than 10–15 minutes. Questions were formulated in a simple way, with background 
information provided where necessary. The English questionnaire was translated into six 
languages (Bahasa Indonesia, Japanese, Korean, Mandarin, Russian, and Vietnamese) to 
facilitate understanding from a broad spectrum of respondents. Interviews were conducted 
online with the help of TNS Global Market Research, a well-known surveying firm; once 
1,000 responses had been collected, the survey was closed. A complete discussion of results 
of the survey is included in Capannelli (2010).
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Table A1.1. Breakdown of Perception Survey Responses

Subregion Country

Category

Academia Business Government Media/NGO Total

Central 
Asia

Kazakhstan 2 4 4 2 12

Kyrgyz Republic 1 2 2 1 6

Uzbekistan 1 2 2 1 6

Total 4 8 8 4 24

South Asia India 16 36 36 16 104

Pakistan 4 12 14 8 38

Sri Lanka 3 10 10 3 26

Total 23 58 60 27 168

Northeast 
Asia

PRC 36 70 43 8 157

Japan 20 79 48 6 153

Republic of Korea 11 43 12 2 68

Total 67 192 103 16 378

Southeast 
Asia

Indonesia 7 42 23 10 82

Malaysia 15 10 12 5 42

Philippines 14 52 52 6 124

Singapore 23 6 11 1 41

Thailand 9 20 34 4 67

Viet Nam 5 2 26 3 36

Total 73 132 158 29 392

Pacific and 
Oceania

Australia 6 6 6 4 22

Fiji Islands 1 2 2 1 6

PNG 1 2 2 1 6

Vanuatu 1 1 1 1 4

Total 9 11 11 7 38

Grand Total 176 401 340 83 1,000

NGO = nongovernment organization; PNG = Papua New Guinea; PRC = People’s Republic of China.

Source: ADB (2010).

The sample was organized into five subregions and four categories, as 
shown in Table A1.1. Around 77% of the 1,000 respondents are based 
in East Asia (i.e., either Southeast or Northeast Asia), followed by South 
Asia (16.8%), the Pacific and Oceania (3.8%), and Central Asia (2.4%). 
Business leaders account for 40% of respondents and government 
officials for 34%, followed by academics (18%) and opinion leaders 
from the media and nongovernment organizations (8%).
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Most opinion leaders in Asia and the Pacific believe that the 
benefits of strengthening regional economic interdependence 
outweigh its costs. They think regional integration is positive for Asian 
economies as it speeds up their development and could give Asia a 
more coordinated and stronger voice in international forums. As well 
as offering an alternative to global multilateral institutions, regional 
integration is perceived as helping to reduce poverty and improve 
social indicators (Figure A1.1).

Among the costs associated with regionalism, Asian opinion leaders 
are most concerned about a potential widening of the divide between 
the rich and the poor. This may happen because the opportunity of 
benefiting from stronger regional economic ties is unevenly distributed 
within countries, but it can be mitigated by regional measures, such as 
improving infrastructure.

Other perceived costs of regionalism include a loss of 
independence over national economic policies and an erosion 
of competitive advantages over neighboring countries as national 
standards are harmonized or mutually recognized.2 Closer regional 
integration might also weaken the region’s economic links with 
non-Asian countries, respondents fear, and erode national culture 

2 In Figure A1.2 these two costs are listed together.

Figure A1.1. Costs and Benefits of Regional Economic Integration

0.00 0.20 0.40 0.60 0.80 1.00

Alternative to global multilateral institutions 

Faster and more dynamic economic growth 

Loss of national culture and identity 

Weaker economic linkages with non-Asian countries

Loss of independence of national economic policies 

Greater divide between rich and poor Costs

Benefits

Less poverty, better social indicators 

Stronger Asian voice in international forums 

Note: Values are based on total response (1,000). The question was: Rate the costs and 
benefits for your country of strengthening economic relations with other countries in Asia and 
the Pacific.

Source: ADB (2010).
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and identity. Overall, though, opinion leaders believe the benefits of 
regional economic integration far outweigh the costs.

Asia’s opinion leaders believe that infrastructure projects to 
improve connectivity and establish energy links offer the biggest 
benefits, followed by the creation of a region-wide free trade and 
investment area. Regional dialogues on macroeconomic policy, 
financial sector development, the provision of regional public goods, 
and security issues are also listed as highly beneficial, followed by 
mechanisms to coordinate monetary and exchange-rate policies. 
Figure A1.2 lists such functional areas in order of importance, as 
suggested by opinion leaders. These findings are consistent with 
the results of the 2007 ADB survey. While the 2010 survey included a 
wider range of opinion leaders from a broader range of countries, their 
findings are remarkably similar.3 

3 The ranking of advantages remained the same in 2007 and 2010, as did the general intensity. 
The proportion believing that the creation of a region-wide free trade and investment area 
would have high or very high benefits increased from 69% of respondents in 2007 to 76% 
in 2010.

Figure A1.2. Advantages of Regional Cooperation 

0% 20% 40% 60% 80% 100% 

Regional infrastructure 
development 

Free trade and investment 
agreements 

Dialogue on macroeconomic 
policy and financial sector  

Dialogue on regional public goods 

Dialogue on regional security 

Mechanisms to coordinate 
mon. and exch. rate policy 

Very high/high  Neither high nor low  Very low/low  Don’t know  
Note: Values are based on total responses (1,000). The question was: Rate the advantages for your country from participating in different 
initiatives for regional cooperation.

Source: ADB (2010).
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Importantly, nearly three in four of the region’s opinion leaders 
believe the time is ripe for Asia and the Pacific to strengthen its 
institutions for regional integration (IRIs), as Figure A1.3 shows. A 
broad consensus agrees that existing regional institutions should be 
strengthened—by national agencies delegating more powers to them, 
increasing their financial resources, and improving their governance—
and streamlined by consolidating existing arrangements into region-
wide ones, defining a clearer division of labor among similar institutions, 
and eliminating unnecessary functional duplications. Around half of 
opinion leaders believe that new IRIs should be created where gaps 
exist or where existing institutions are inefficient or ineffective. Two 
areas where new institutions are deemed to be urgently needed are 
for the provision of regional public goods and the development of 
regional infrastructure.

More than four in five respondents suggested creating an Asian 
economic community as the long-term objective of regional integration. 

Figure A1.3. Readiness and Modalities for Asia’s Institutions for Regional Integration

Q1:  Is the time ripe to strengthen  
institutions for regionalism? 

Q2: Modalities to enhance institutions for Asian integration

0%

20%

40%

60%

80%

100%

Strengthening
existing institutions

Consolidating
existing institutions

Creating new
institutions

Strongly agree/agree Neutral
Strongly disagree/disagree Don't know

Don’t
know
6%  

Yes
74% 

 

No
20% 

 

Note: Values are based on total response (1,000). The questions were: Q1 Do you share the view that the time is ripe for leaders in Asia and 
the Pacific to greatly strengthen the capabilities of institutions for regional integration? Q2 Indicate to what extent you agree (disagree) with 
the appropriateness of the different modalities to enhance institutions for regional integration in Asia and the Pacific.

Source: ADB (2010).
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Creating a free trade and investment area is the top long-term objective 
for integration both region-wide and within each subregion. Enhancing 
dialogue to coordinate macroeconomic and financial policies is also 
popular across subregions. Enhancing the dialogue on monetary and 
exchange-rate policy and the creation of a regional security zone were 
high in the list of preferences (Figure A1.4). Creating a monetary or 
a political union received considerably less support. Around 30% of 
respondents felt a political union was undesirable or highly so, while 
35% were neutral.

At a subregional level, creating an economic community is seen 
as a high priority in Southeast and South Asia, perhaps partly because 
the Association of Southeast Asian Nations (ASEAN) and the South 
Asian Association for Regional Cooperation (SAARC) have been 
promoting similar ideas. Opinion leaders from Central Asia and the 
Pacific consider creating an economic community a low priority. In 
Central Asia they were more interested in establishing a security zone, 
while in the Pacific the priority is a free trade and investment area. 

Figure A1.4. Desirability of Regional Integration Objectives

0% 20% 40% 60% 80% 100%

Free trade and investment area

Macroeconomic policy and financial dialogue

Economic community

Monetary and exchange rate policy dialogue

Regional security zone

Monetary union

Political union

Highly desirable/desirable Neither desirable
nor undesirable

Highly undesirable/undesirable Don’t know

Note: Values are based on total response (1,000). The question was: Thinking of your long-term vision for regionalism, rate the desirability of 
various integration objectives among countries in Asia and the Pacific.

Source: ADB (2010).
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The realization of these long-term objectives requires the 
enhancement of existing institutions and the creation of new ones. 
As Figure A1.5 shows, opinion leaders believe that the following 
IRIs need to be created (in descending order of priority): a financial 
stability dialogue; a region-wide free trade and investment area; an 
Asian monetary fund; a pan-Asian infrastructure forum; and an Asian 
secretariat for economic cooperation.4 

4 The Chiang Mai Initiative Multilateralization (CMIM) could eventually fulfill the need for 
both an Asian monetary fund and an Asian secretariat for economic cooperation. Opinion 
leaders perceive the CMIM as a way to strengthen regional cooperation and integration and 
complement the International Monetary Fund’s activities in Asia.

Figure A1.5. Support of Institutions for Asian Integration 

Very high/high Neither high nor low Very low/low Don’t know

0% 20% 40% 60% 80% 100%

Asian financial stability dialogue

Asia-wide free trade and investment area

Asian infrastructure forum

Asian monetary fund

Asian secretariat for economic cooperation

Asian security dialogue

Council of Asia

Asian Court of Justice

Asian executive

Asian parliament

Note: Values are based on responses from 1,000 opinion leaders in Asia and the Pacific to ADB’s 2010 perception survey. The question was: 
Rate the importance to create the following institutions for regional integration in Asia and the Pacific, leaving aside the issue of exact membership 
composition of each institution.

Source: ADB (2010).



269

Perception Survey of Opinion Leaders in Asia: Summary

Figure A1.6. Initiatives Required to Strengthen ASEAN and SAARC

Very high/high Neither high nor low Very low/low Don't know

0%

20%

40%

60%

80%

100%

ASEAN SAARC ASEAN SAARC ASEAN SAARC ASEAN SAARC

Improving governing
principles and

decision making

Increase financial and
human resources to

the secretariat

Delegate more
powers from national

institutions 

Expand membership,
strengthen relations

with non-member

ASEAN = Association of Southeast Asian Nations, SAARC = South Asian Association for Regional Cooperation.

Note: Values are based on total responses (1,000). The question was: Assess the most urgent initiatives that are required to strengthen the capability 
of ASEAN and SAARC.

Source: ADB (2010).

Opinion leaders provided detailed suggestions on how specific 
IRIs might be enhanced. They believe that it is a pressing priority 
that the ASEAN, SAARC, and Pacific Islands Forum (PIF) secretariats 
improve their governing principles and decision-making structures, 
increase their financial and human resources, receive a much stronger 
mandate and delegated powers from their national stakeholder 
agencies, and reach out more actively out to the global community 
by strengthening relations with non-members (Figure A1.6). They also 
believe that ASEAN should urgently strengthen its links with national 
institutions and agencies, reform budget contributions (moving away 
from equal contributions to ones proportional to member countries’ 
gross domestic product), create a regional bureaucracy, and introduce 
permanent staff positions.
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1 ASEAN+3 ASEAN Plus Three 

2 ARF ASEAN Regional Forum 

3 AMRO ASEAN+3 Macroeconomic Research Office 

4 ASEM Asia-Europe Meeting 

5 ADB Asian Development Bank 

6 APEC Asia-Pacific Economic Cooperation 

7 ASEAN Association of Southeast Asian Nations 

8 BIMSTEC Bay of Bengal Initiative for Multi-Sectoral Technical and 
Economic Cooperation 

9 BOBP-IGO Bay of Bengal Program Inter-Governmental Organization 

10 BIMP-EAGA Brunei Darussalam-Indonesia-Malaysia-Philippines East 
ASEAN Growth Area 

11 CAREC Central Asia Regional Economic Cooperation Program

12 SEANZA Central Banks of Southeast Asia, New Zealand, and Australia

13 CTI Coral Triangle Initiative

14 CGIF Credit Guarantee and Investment Facility

15 EAS East Asia Summit

16 ECO Economic Cooperation Organization

17 EurAsEC Eurasian Economic Community
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18 EMEAP Executives’ Meeting of East Asia Pacific Central Banks

19 FFA Forum Fisheries Agency

20 FEALAC Forum for East Asia–Latin America Cooperation

21 GMS Greater Mekong Subregion Economic Cooperation Program

22 GTI Greater Tumen Initiative

23 IORARC Indian Ocean Rim Association Regional Cooperation

24 IMT-GT Indonesia-Malaysia-Thailand Growth Triangle

25 IFAS International Fund for Saving the Aral Sea

26 MRC Mekong River Commission

27 NARBO Network of Asian River Basin Organizations

28 PIF Pacific Islands Forum

29 SPC Secretariat of the Pacific Community

30 SCO Shanghai Cooperation Organisation

31 SACEP South Asia Co-operative Environment Programme

32 SASEC South Asia Subregional Economic Cooperation

33 SAARC South Asian Association for Regional Cooperation

34 SEAWUN Southeast Asian Water Utilities Network

35 SOPAC Pacific Islands Applied Geoscience Commission

36 SPREP Pacific Regional Environment Programme

37 SPTO South Pacific Tourism Organisation

38 TS Trilateral Summit

39 ESCAP United Nations Economic and Social Commission for Asia 
and the Pacific

40 SPECA United Nations Special Programme for the Economies of 
Central Asia
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ASEANa Plus Three

Basic Information

Acronym:

ASEAN+3

Year established:

1997

Location of secretariat:

No permanent secretariat

Number of staff:

Not applicable

Member countries:

13

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü  

Activities and 
projects

The work of ASEAN+3 is coordinated by a total of 57 bodies including a summit of political 
leaders, ministerial meetings, senior officials’ meetings, and so on. Major initiatives under 
the ASEAN+3 framework include the Economic Review and Policy Dialogue, the Asian Bond 
Markets Initiative, the Credit Guarantee and Investment Facility, and the Chiang Mai Initiative 
and its multilateralization, including the creation of the ASEAN+3 Macroeconomic Research 
Office. The ASEAN+3 cooperation work plan (2007–17), which was adopted by the heads 
of state/government of the ASEAN+3 countries on 20 November 2007, covers various areas 
of cooperation such as trade and investment, rural development and poverty eradication, 
disaster management, environment, and gender issues.

history The ASEAN+3 process began in 1997 in response to the Asian financial crisis to foster cooperation among East Asian 
countries, restore financial stability, and avoid the recurrence of similar crises in the future. The ASEAN+3 group was 
institutionalized in 1999. 

Links www.aseansec.org/4918.htm

a ASEAN = Association of Southeast Asian Nations.

* Lao People’s Democratic Republic

Japan
Republic
of KoreaPeople’s Republic

of China

Lao 
PDR*

Viet Nam

Philippines
Cambodia

Indonesia

Malaysia

Myanmar

Thailand

Singapore

Brunei Darussalam
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ASEANa Regional Forum

Basic 
Information

Acronym ARF

Year established 1993

Location of secretariat Indonesia (Jakarta)

Number of staff 1 full-time post in ASEAN Secretariat

Members 1. Australia 
2. Bangladesh 
3. Brunei Darussalam 
4. Cambodia 
5. Canada 
6. People’s Republic of China 
7. European Union 
8. India 
9. Indonesia

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü

Activities and 
projects

The ARF conducts regional forums, dialogues, and workshops on a wide range of security-
related topics: defense, peacekeeping, nonproliferation and disarmament, biological threat 
reduction, counterterrorism and transnational crime, laws and regulations on participation 
in international disaster relief, confidence-building measures and preventive diplomacy, 
international security implications of climate-related events and trends, maritime security, 
terrorist use of the internet, stabilization and reconstruction, and meetings among heads of 
defense universities/colleges/institutions.

history The ARF was established during the ASEAN ministerial meeting and post-ministerial conference on 23–25 July 1993 
in Singapore, with the twin objectives of fostering dialogue and consultation on political and security issues and 
contributing to security cooperation, confidence building, and preventive diplomacy in the Asia-Pacific region. The 
ARF’s inaugural meeting was held in Bangkok on 25 July 1994.

Links www.aseanregionalforum.org/

a ASEAN = Association of Southeast Asian Nations.

19. Papua New Guinea 
20. Philippines 
21. Russian Federation 
22. Singapore 
23. Sri Lanka 
24. Thailand 
25. Timor-Leste 
26. United States  
27. Viet Nam

10. Japan 
11. Democratic People’s Republic of Korea 
12. Republic of Korea 
13. Lao People’s Democratic Republic 
14. Malaysia 
15. Myanmar 
16. Mongolia 
17. New Zealand 
18. Pakistan

ASEAN Members
Non-ASEAN Members
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ASEANa+3 Macroeconomic Research Office

Basic Information

Acronym:

AMRO

Year established:

2011

Location of secretariat:

Singapore

Number of staff:

Not yet available

Member countries:

13

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü  

Activities and 
projects

AMRO’s activities focus on regional economic and financial surveillance to allow the early 
detection of risks and timely implementation of corrective measures and guide effective 
decision making for lending under the Chiang Mai Initiative Multilateralization.

history The establishment of AMRO was approved during the 13th ASEAN+3 finance ministers’ meeting in Tashkent, 
Uzbekistan, on 2 May 2010. AMRO, which became effective on 24 March 2010, is the regional macroeconomic 
surveillance unit of the multilateralization of the Chiang Mai Initiative (CMI) agreement. The CMI, which emerged 
as a response to the Asian financial crisis of 1997/98, consisted of bilateral currency-swap arrangements among 
ASEAN+3 members to address short-term liquidity needs. The CMI was multilateralized in 2009, creating a 
regional pool of funds for short-term liquidity needs collectively managed by ASEAN+3 countries.

Links www.asean.org/documents/JMS_13th_AFMM+3.pdf

a ASEAN = Association of Southeast Asian Nations.

* Lao People’s Democratic Republic

Japan
Republic
of KoreaPeople’s Republic

of China

Lao 
PDR*

Viet Nam

Philippines
Cambodia

Indonesia

Malaysia

Myanmar

Thailand

Singapore

Brunei Darussalam
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Asia-Europe Meeting

Basic 
Information

Acronym ASEM

Year established 1996

Location of secretariat No permanent secretariat

Number of staff Not applicable

Members

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities 
and 
projects

ASEM activities include a summit, ministerial meetings, finance ministers’ meetings, 
Parliamentary Partnership meetings, Vision Group, Forum of Governors of Cities, Investment 
Experts Group, Investment Promotion Action Plan, Business Forum, University Exchange Program, 
Young Leaders Symposium, Trans-Eurasian Information Network, ASEM Trust Fund, and various 
conferences, workshops, and training.

history ASEM brings together European Union member states, Asian countries, the European Commission, and the 
ASEAN Secretariat, through informal dialogue and cooperation guided by mutual respect and equal partnership. 
The first ASEM Summit was held in Bangkok in March 1996; subsequent summits have been held every second 
year in Asia and Europe alternately.

Links www.aseminfoboard.org

 1. ASEAN Secretariat 
 2. Austria
 3. Belgium
 4. Brunei Darussalam
 5. Bulgaria
 6. Cambodia 
 7. People’s Republic  
      of China
 8. Cyprus
 9. Czech Republic 

10. Denmark
11. Estonia 
12. European Commission 
13. Finland
14. France 
15. Germany
16. Greece
17. Hungary
18. India
19. Indonesia

20. Ireland
21. Italy
22. Japan 
23.  Republic of 

Korea
24. Lao People’s  
      Democratic  
      Republic
25. Latvia
26. Lithuania

27. Luxembourg
27. Philippines
28. Malaysia
29. Malta
30. Mongolia
31. Myanmar
32. Netherlands
33. Pakistan
34. Poland
35. Portugal

36. Romania
37. Singapore
38. Slovakia
39. Slovenia
40. Spain
41. Sweden
42. Thailand
43.  United  

Kingdom
44. Viet Nam
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Asian Development Bank

Basic Information

Acronym:

ADB

Year established:

1996

Location of secretariat:

Philippines (Mandaluyong)

Number of staff:

2,800

Members

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü

Operations Activities and 
projects

ADB provides loans to governments, technical assistance, grants, advice, and assistance to 
private enterprises through equity investments, guarantees, and loans. ADB also has a wide 
range of knowledge products consisting of flagship publications, books, working papers, policy 
briefs, awareness-raising and multimedia materials, and training and instruction materials.
Under Strategy 2020, ADB follows three complementary agendas: inclusive growth, 
environmentally sustainable growth, and regional integration. ADB focuses its operations on five 
drivers of change, namely private sector development and operations, good governance and 
capacity development, gender equity, knowledge solutions, and partnerships. In the past 40 
years, ADB has supported loan projects in agriculture and natural resources, energy, industry 
and nonfuel minerals, social infrastructure, transport and communications, financial sector 
development, and education. 

history In 1963 a resolution during the first Ministerial Conference on Asian Economic Cooperation under the United 
Nations Economic Commission for Asia and the Far East paved the way for the creation of the ADB, which started 
its operations on 19 December 1966, with 31 members. From its initial focus on providing assistance for food 
production and rural development, ADB expanded its assistance to members covering infrastructure, social sector 
development, regional cooperation, and concessional lending through the Asian Development Fund.

Links www.adb.org/

Regional
 1. Afghanistan 
 2. Armenia 
 3. Australia 
 4. Azerbaijan 
 5. Bangladesh 
 6. Bhutan 
 7. Brunei Darussalam
 8. Cambodia 
 9.  People’s Republic  

of China 
10. Cook Islands 
11. Fiji Islands 
12. Georgia 
13. Hong Kong, China 

14. India 
15. Indonesia 
16. Japan 
17. Kazakhstan
18. Kiribati 
19. Republic of Korea
20. Kyrgyz Republic 
21.  Lao People’s 

Democratic Republic 
22. Malaysia 
23. Maldives
24. Marshall Islands
25.  Federated States  

of Micronesia 
26. Mongolia 

27. Myanmar
28. Nauru 
29. Nepal 
30. New Zealand 
31. Pakistan 
32. Palau 
33. Papua New Guinea 
34. Philippines 
35. Samoa
36. Singapore 
37. Solomon Islands
38. Sri Lanka 
39. Taipei,China 
40. Tajikistan 
41. Thailand 

42. Timor-Leste
43. Tonga 
44. Turkmenistan 
45. Tuvalu 
46. Uzbekistan 
47. Vanuatu 
48. Viet Nam 

Non-regional
49. Austria 
50. Belgium
51. Canada
52. Denmark
53. Finland
54. France

55. Germany
56. Ireland
57. Italy
58. Luxembourg
59. Netherlands
60. Norway
61. Portugal
62. Spain
63. Sweden
64. Switzerland
65. Turkey
66. United Kingdom
67. United States
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Asia-Pacific Economic Cooperation

Basic 
Information

Acronym APEC

Year established 1989

Location of secretariat Singapore

Number of staff 30

Member 
Economies

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and 
projects

APEC activities are inspired by the strategic roadmap agreed by the APEC leaders in Osaka, 
Japan, in 1995 (Osaka Action Agenda). To advance free and open trade and investment in 
the Asia-Pacific region, APEC activities are organized under three pillars: trade and investment 
liberalization, business facilitation, and economic and technical cooperation.

history The first APEC meeting was held in November 1989 in Canberra, with the goal of establishing more effective 
economic cooperation across the Asia-Pacific region. In 1994 APEC’s objective was strengthened after APEC 
leaders adopted the Bogor Goals that aim for free and open trade and investment in the Asia-Pacific. The Osaka 
Action Agenda serves as framework to achieve the Bogor Goals through trade and investment liberalization, 
business facilitation, and sectoral activities, supported by policy dialogues and economic and technical 
cooperation.

Links www.apec.org/

 1. Australia 
 2. Brunei Darussalam
 3. Canada
 4. Chile
 5. People’s Republic of China
 6. Hong Kong, China

 7. Indonesia
 8. Japan
 9. Republic of Korea
10. Malaysia
11. Mexico

12. New Zealand
13. Papua New Guinea
14. Peru
15. Philippines
16. Russian Federation

17. Singapore
18. Taipei,China
19. Thailand
20. United States
21. Viet Nam
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Association of Southeast Asian Nations

Member States

 1. Brunei Darussalam
 2. Cambodia 
 3. Indonesia
 4. Lao People’s Democratic  
       Republic
 5. Malaysia 
 6. Myanmar
 7. Philippines 
 8. Singapore 
 9. Thailand 
10. Viet Nam

Basic 
Information

Acronym ASEAN

Year established 1967

Location of secretariat Indonesia (Jakarta)

Number of staff 99

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü ü ü ü  

Activities 
and 
projects

ASEAN projects and activities are organized under the Economic Community, the Political-Security 
Community, and the Socio-Cultural Community. Activities under the Economic Community 
include the Economic Ministers Meeting, the ASEAN Free Trade Area Council, Finance Ministers 
Meeting, the ASEAN Investment Area Council, and the Tourism Ministers Meeting. Activities under 
the Political-Security Community include the ASEAN Regional Forum, the Defence Ministers 
Meeting, and the Ministerial Meeting on Transnational Crime, among others. Meetings under 
the Socio-Cultural Community include the Ministerial Meeting on Disaster Management, the 
Educators Meeting, the Labor Ministers’ Meeting, and the Ministerial Meeting on Social Welfare 
and Development. ASEAN has also launched many cooperation programs and initiatives, such as 
the Centre for Biodiversity, the Centre for Energy, the Centre for the Development of Agricultural 
Cooperatives, the Coordinating Centre for Transboundary Haze Pollution, the Council on Petroleum, 
the Earthquake Information Centre, the ASEAN Foundation, the Insurance Training and Research 
Institute, the Intergovernmental Commission on Human Rights, the Specialized Meteorological 
Centre, and the ASEAN University Network.

history The ASEAN Declaration, signed on 8 August 1967 in Bangkok, Thailand, paved the way for the establishment of 
ASEAN. ASEAN was formed to foster solidarity and cooperation among member countries based on recognition 
of mutual interests and common problems among the countries in Southeast Asia. Founding members include 
Indonesia, Malaysia, the Philippines, Singapore, and Thailand. Membership was later expanded to include Brunei 
Darussalam (1984), Viet Nam (1995), Lao PDR and Myanmar (1997), and Cambodia (1999). On 15 December 
2008 the ASEAN Charter entered into force, providing a new legal framework and establishing a number of new 
organs to boost its community-building process. In particular, the ASEAN Charter renewed political commitment 
to build an ASEAN Community through the creation of new ASEAN bodies. The ASEAN Charter also laid the 
foundation for more ASEAN meetings, more roles for the ASEAN foreign ministers, and an enhanced role for the 
secretary-general. 

Links www.asean.org/index2008.html
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Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation

Basic Information

Acronym:

BIMSTEC

Year established:

1997

Location of secretariat:

The creation of BIMSTEC’s 
secretariat is under negotiation and 
is expected to be finalized during 
the 13th ministerial meeting and 
senior officials’ meeting to be held 
in Myanmar in 2010. Potential hosts 
are Bangladesh and Sri Lanka.

Number of staff:

Not available

Member countries:

7

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü 

Operations Activities and 
projects

BIMSTEC’s activities revolve around priority subsectors which are led by designated member 
countries, including trade and investment, transport and communication, energy, tourism, 
information technology, and fisheries. Beginning in 2005, new areas of focus for BIMSTEC’s 
operations include agriculture, public health, poverty alleviation, counterterrorism and 
transnational crime, protection of biodiversity and environment, natural disaster management, 
cultural exchanges, and people-to-people contact.

history A subregional group comprising Bangladesh, India, Sri Lanka, and Thailand Economic Cooperation (BIST-EC) 
was formed on 6 June 1997 in Bangkok, Thailand. When Myanmar joined the group on 22 December 1997, 
the organization was renamed BIMST-EC. In 1998 Nepal was granted observer status and subsequently full 
membership, together with Bhutan in 2003. At the July 2004 summit, leaders agreed that the name of the 
organization be changed to the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation 
(BIMSTEC).

Links www.bimstec.org/
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Bay of Bengal Program Inter-Governmental Organization

Basic Information

Acronym:

BOBP-IGO

Year established:

1999

Location of secretariat:

India (Chennai)

Number of staff:

4

Member countries:

4

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü  

Activities and 
projects

BOBP-IGO’s activities include several regional programs on safety at sea for artisanal and 
small-scale fishermen, fish stocks assessment in the Bay of Bengal, and capacity building 
and information services for fisheries development and management in the Bay of Bengal 
region. Specific projects aim to promote a grassroots-level code of conduct for responsible 
fisheries and regional web-based information networks for development, planning, research, 
and training of the Bay of Bengal’s fishing industry.

history BOBP-IGO is an intergovernmental organization that has developed from the Bay of Bengal Program (BOBP).  
BOBP-IGO was established following the endorsement of the now defunct BOBP Advisory Committee in October 
1999 in Phuket, Thailand. The BOBP-IGO Agreement was formally signed by the governments of Bangladesh, India, 
and Sri Lanka at Chennai, India, on 26 April 2003, and by the Government of the Maldives also at Chennai on 
21 May 2003.

Links http://bobpigo.org/index.htm
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Brunei Darussalam-Indonesia-Malaysia-Philippines East ASEAN Growth Area

Member Countries

1. Brunei Darussalam
2. Indonesia 
3. Malaysia
4. Philippines

Basic 
Information

Acronym BIMP-EAGA

Year established 1994

Location of 
secretariat

Since BIMP-EAGA adopted a decentralized structure, no central secretariat was initially 
established. Instead, each participating country designated a ministry or agency that would 
act as its national secretariat. A BIMP-EAGA Business Council (BEBC) and a Facilitation Center 
(BIMP-FC), both located in Kota Kinabalu, Malaysia, coordinate private and public sector 
initiatives respectively. 

Number of staff Number of staff at BEBC is 6 and at BIMP-FC is 4.

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü  

Activities 
and projects

BIMP-EAGA members hold annual senior officials’ meetings and ministers’ meetings which serve as 
consultative forums and platforms for cooperation. BIMP-EAGA has recently approved a roadmap 
that focuses on the promotion of trade, investment, and tourism; management of natural resources 
and sustainable development; planning and implementation of infrastructure support to economic 
integration; and institutional capacity building for improved coordination. With the assistance of the 
ASEAN Secretariat and other external donors, BIMP-EAGA signed key subregional transport agreements 
to facilitate cross-border air, sea, and land linkages. BIMP-EAGA includes two of the world’s centers for 
biodiversity, the Borneo rainforest and the Sulu-Sulawesi Marine Ecoregion. A declaration of support 
for the Heart of Borneo initiative was signed by Brunei Darussalam, Indonesia, and Malaysia, the three 
countries that share the Borneo island, aiming to conserve equatorial rainforest through a network of 
protected areas. Other projects include the proposed creation of a broad marine ecoregion to make 
BIMP-EAGA a regional food basket and ecotourism destination. 

history BIMP-EAGA was launched on 24 March 1994 in Davao City, Philippines, after leaders of Brunei Darussalam, 
Indonesia, and Malaysia responded favorably to a proposal from then Philippine President Fidel Ramos to create an 
economic and diplomatic initiative consisting of border areas among the four nations. At its inception, areas covered 
by BIMP-EAGA were the entirety of Brunei Darussalam, Malaysia’s federal states of Sabah and Sarawak and the 
federal territory of Labuan, the islands of Mindanao and Palawan in the Philippines, and the provinces of East and 
West Kalimantan and North Sulawesi in eastern Indonesia. Indonesia later included all provinces in Kalimantan and 
Sulawesi, the Maluku island chain, and Irian Jaya. The private sector is BIMP-EAGA’s engine of growth, while the 
public sector is meant to facilitate the group’s activities.

Links www.bimp-eaga.org/
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Central Asia Regional Economic Cooperation Program

Basic 
Information

Acronym CAREC

Year established 1997

Location of secretariat Asian Development Bank

Number of staff 9

Member countries 8

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and 
projects

CAREC’s activities are organized around four pillars: building logistics systems for transport 
and energy; facilitating trade, investment, and business development; providing regional public 
goods in areas such as environment, health, disaster management, and the fight against 
corruption; and promotion of knowledge and organization of capacity-building programs, 
including the creation of research networks, preparation of policy briefs, regional workshops, 
etc.

history The CAREC Program was established in 1997. The program facilitates economic cooperation among Central Asian 
countries and provides financing support for infrastructure projects and policies on environment management, road 
transport, water, energy, trade, and customs. CAREC’s work is guided by the CAREC comprehensive action plan, 
which was endorsed during the Fifth Ministerial Conference on Central Asia Regional Economic Cooperation on 
18–20 October 2006 at Urumqi, People’s Republic of China.

Links www.adb.org/carec/about.asp

Notes:

ADB’s CAREC Unit (CARECU) has served as the program secretariat since March 2000.

CAREC’s multilateral international agency partners include the Asian Development Bank (ADB), European Bank for Reconstruction and 
Development (EBRD), International Monetary Fund (IMF), Islamic Development Bank (IsDB), United Nations Development Programme (UNDP), 
and the World Bank.

Kazakhstan

Mongolia

Tajikistan

Uzbekistan

People’s Republic of China

Azerbaijan Krygyz Republic

Afghanistan

Area of Operations
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Central Banks of Southeast Asia, New Zealand, and Australia

Basic Information

Acronym:

SEANZA

Year established:

1956

Location of secretariat:

No permanent secretariat 
(rotating basis)

Number of staff:

Not applicable

Member 
Organizations

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü

Activities 
and projects

SEANZA activities include annual meetings of the Forum of Banking Supervisors and various 
training courses for central bank staff on monetary policy and banking supervision, which are 
held every two years and hosted in rotation among the members.

history SEANZA was formed in 1956 after a meeting of the central bank governors from Pakistan, India, Sri Lanka, 
Australia, and New Zealand. The group of governors decided to pool resources to facilitate the conduct of intensive 
and systematic training courses for central bankers. The first course was held in Australia in 1957 and training 
has since been held every two years. In 1984 the SEANZA Forum of Banking Supervisors was established as 
an offshoot of the main SEANZA group, as a means to exchange information on common issues and problems. 
SEANZA now has 24 central banks and monetary authorities as members.

Links http://aric.adb.org/background/M&F_SouthEastAsiaNewZealandAustralia(SEANZA).html

1.  Australian Prudential  
Regulation Authority

2. Reserve Bank of Australia
3. Bangladesh Bank
4.  China Banking Regulatory  

Commission 
5. People’s Bank of China
6. Reserve Bank of India
7. Bank Indonesia

 8.  Central Bank of the Islamic Republic 
of Iran

 9. Hong Kong Monetary Authority 
10.  Financial Services Agency (Japan)
11. Bank of Japan
12.  Financial Supervisory Service  

(Republic of Korea)
13. Bank of Korea
14. Monetary Authority of Macao 
15. Bank Negara Malaysia

16. Bank of Mongolia
17. Nepal Rastra Bank
18. Reserve Bank of New Zealand
19. State Bank of Pakistan 
20. Bank of Papua New Guinea
21. Bangko Sentral ng Pilipinas
22. Monetary Authority of Singapore 
23. Central Bank of Sri Lanka 
24. Bank of Thailand
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Coral Triangle Initiative

Member Countries

1. Indonesia
2. Malaysia
3. Papua New Guinea
4. Philippines
5. Solomon Islands
6. Timor-Leste

Basic 
Information

Acronym CTI

Year established 2007

Location of secretariat Indonesia (Jakarta)

Number of staff 1 permanent post supported by approximately 20 persons working part-time on 
assignment from the Government of Indonesia

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment Money and Finance

Regional 
Public Goods Security

ü ü  

Activities 
and projects

CTI activities include a summit, ministerial meetings, and projects towards the development of marine 
protected areas, including the establishment of a rapid alert system for marine biodiversity in the Coral 
Triangle, and promotion of alternative livelihood programs.

history Following a proposal by Indonesian President Susilo Bambang Yudhoyono, the Coral Triangle Initiative on Coral 
Reefs, Fisheries, and Food Security (CTI) was formally endorsed in the Asia-Pacific Economic Cooperation (APEC) 
Leaders Declaration on Climate Change, Energy Security, and Clean Development in September 2007. The leaders 
of the governments of Indonesia, Malaysia, Papua New Guinea, Philippines, Solomon Islands, and Timor-Leste met 
in Bali, Indonesia, on 6–7 December 2007 during the first CTI senior officials’ meeting. In addition, the CTI has been 
recognized by the Brunei Darussalam-Indonesia-Malaysia-Philippines East ASEAN Growth Area (BIMP-EAGA) and the 
Association of Southeast Asian Nations (ASEAN). The CTI secretariat operates independently from APEC activities.

Links www.cti-secretariat.net
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Credit Guarantee and Investment Facility

Basic Information

Acronym:

CGIF

Year established:

2010

Location of secretariat:

Asian Development Bank

Number of staff:

Not yet available

Member countries:

13

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional  
Public Goods Security

ü  

Operations Activities and 
projects

Enhancement of investment-grade issuers’ access to debt markets through credit guarantees.

history Following the establishment of the Asian Bond Markets Initiative in 2003, ASEAN+3a members identified areas for 
bond market intervention, including the establishment of credit guarantees to facilitate the issuance of corporate 
bonds. In May 2009 ASEAN+3 finance ministers endorsed the creation of a credit guarantee and investment 
mechanism as a trust fund of the Asian Development Bank (ADB). In April 2010 ADB’s Board of Directors 
approved the establishment of the CGIF trust fund with an initial capital of $700 million to be contributed by ADB 
($130 million) and ASEAN+3 countries ($570 million). CGIF’s creation has been facilitated by several technical 
assistance project implemented by ADB.

Links www.adb.org/Projects/project.asp?id=40222

a ASEAN+3 members are the 10 ASEAN countries plus the People’s Republic of China, Japan, and the Republic of Korea.

* Lao People’s Democratic Republic

Japan
Republic
of KoreaPeople’s Republic

of China

Lao 
PDR*

Viet Nam

Philippines
Cambodia

Indonesia

Malaysia

Myanmar

Thailand

Singapore

Brunei Darussalam



Appendix 2

288

East Asia Summit

Basic Information

Acronym:

EAS

Year established:

2005

Location of secretariat:

No permanent secretariat

Number of staff:

Not applicable

Member countries:

16

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and projects The EAS is a regional leaders’ forum for strategic dialogue and action advancing closer 
regional integration and cooperation. The highlight of the EAS year is an annual leaders’ 
summit, usually held back-to-back with the ASEANa summit. The EAS supports a number 
of ministerial and senior officials’ meetings which are held to implement initiatives.

EAS activities focus on financial cooperation, trade, climate change, and natural disaster 
management, with projects on the formation of a regional free trade zone through the 
Comprehensive Economic Partnership in East Asia, the Clean Asia Initiative, the East Asia 
Climate Change Partnership, and the promotion of a low-carbon society. Activities are 
organized through various ministerial meetings, conferences, and capacity-building efforts.

history The inaugural meeting of the EAS was held in Kuala Lumpur, Malaysia, on 14 December 2005, following the 
decision of political leaders during the 10th ASEAN summit and the 8th ASEAN+3b summit held on 29 November 
2004 in Vientiane, Lao People’s Democratic Republic.

Links www.aseansec.org/22765.htm

www.aseansec.org/aadcp/repsf/abouteastasiasummit.html

a ASEAN = Association of Southeast Asian Nation.
b ASEAN+3 = ASEAN countries plus the People’s Republic of China, Japan, and the Republic of Korea.

* Lao People’s Democratic Republic

Japan
Republic
of Korea

People’s Republic
of China

Lao 
PDR*

Viet Nam

Philippines
Cambodia

Indonesia

Malaysia

Australia

New Zealand

MyanmarIndia
Thailand

Singapore

Brunei Darussalam
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Economic Cooperation Organization

Basic Information

Acronym:

ECO

Year established:

1985

Location of secretariat:

Iran (Tehran)

Number of staff:

60

Member countries:

10

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and 
projects

ECO’s operations are guided by political leaders’ directions provided during the ECO 
summits. In addition to the summits, ECO’s activities include senior officials’ meetings, 
Council of Ministers meetings, and various workshops and training programs. Projects 
cover issues such as trade and investment, transport development, telecommunications, 
agriculture, industry, tourism, energy, environment management, and disaster and crime 
management.

history ECO was established in 1985 as a trilateral organization among Iran, Pakistan, and Turkey. The organization was 
expanded to include seven new members, namely, Afghanistan, Azerbaijan, Kazakhstan, the Kyrgyz Republic, 
Tajikistan, Turkmenistan, and Uzbekistan. ECO was fully launched in early 1991. The ECO Charter adheres to the 
promotion of international cooperation.

Links www.ecosecretariat.org/

Kazakhstan

Tajikistan

Uzbekistan
Azerbaijan Krygyz Republic

Afghanistan

Turkey Turkmenistan

Iran

Pakistan
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Eurasian Economic Community

Basic 
Information

Acronym EurAsEC

Year established 2000

Location of secretariat Russian Federation (Moscow) and Kazakhstan (Almaty)

Number of staff 119

Member 
Countries

1. Belarus
2. Kazakhstan

3. Kyrgyz Republic
4. Russian Federation

5. Tajikistan

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and 
projects

The governing authority of EurAsEC is the Interstate Council. The secretariat of the 
Interstate Council guides EurAsEC’s work, which is organized under various councils 
and commissions, including on finance and central banks, economic policy, securities 
markets, insurance supervision and regulation, transport, energy (including atomic 
energy), agro-policy, intellectual property, education, health and social policy, border 
affairs, migration, customs, and tariff and nontariff regulation.

history EurAsEC was created after the treaty establishing the Eurasian Economic Community was signed on 
10 October 2000 in Astana, Kazakhstan, by leaders from Belarus, Kazakhstan, the Kyrgyz Republic, the 
Russian Federation, and Tajikistan. Uzbekistan joined the regional economic body in January 2006, but has 
suspended its membership since October 2008.

Links www.evrazes.com/
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Executives’ Meeting of East Asia Pacific Central Banks

Member Organizations

1. Reserve Bank of Australia
2. People’s Bank of China
3.  Hong Kong Monetary 

Authority
4. Bank Indonesia
5. Bank of Japan
6. Bank of Korea
7. Bank Negara Malaysia
8.  Reserve Bank of 

New Zealand
9.  Bangko Sentral ng 

Pilipinas
10.  Monetary Authority of 

Singapore
11. Bank of Thailand

Basic Information

Acronym EMEAP

Year established 1991

Location of secretariat “Virtual secretariat” managed by the Bank of Japan

Number of staff Not available

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü

Activities 
and projects

EMEAP holds high-level meetings (central bank governors and deputies) to discuss 
regional economic and financial developments. EMEAP activities include governors’ 
meetings, deputy governors’ meetings, the Monetary and Financial Stability Committee 
for macroeconomic monitoring and crisis management, and Asian Bond Fund initiatives. 
Projects are implemented through various working groups including on payment and 
settlement systems, financial markets, and banking supervision.

history Established in 1991, EMEAP has strengthened its capabilities over the years with the establishment of 
various working groups and the creation of the Monetary and Financial Stability Committee in 2007. To 
facilitate the development of the bonds market in the region, EMEAP launched the first stage of the Asian 
Bond Fund (ABF1) in June 2003, followed by the second stage of the ABF (ABF2) in December 2004. 
The ABF allows investments in a basket of United States dollar-denominated bonds issued by Asian 
sovereign and quasi-sovereign issuers in EMEAP economies, excluding Australia, Japan, and New Zealand.

Links www.emeap.org/

Japan

Republic
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People’s Republic
of China
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Forum Fisheries Agency

Member Countries

1. Australia
2. Cook Islands
3. Fiji Islands
4. Kiribati
5. Marshall Islands
6.  Federated States of 

Micronesia
7. Nauru
8. New Zealand
9. Niue

10. Palau
11. Papua New Guinea
12. Samoa
13. Solomon Islands
14. Tokelau
15. Tonga
16. Tuvalu
17. Vanuatu

Basic Information

Acronym FFA

Year established 1979

Location of secretariat Solomon Islands (Honiara)

Number of staff 50

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü

Activities and 
projects

FFA’s activities aim to promote the development of fisheries in the Pacific Ocean. 
Projects include the monitoring, control, and surveillance of fisheries’ movements 
and operations, with special attention to tuna data management. The Pacific 
Islands Oceanic Fisheries Management Project is one of the main FFA activities.

history FFA was founded in 1979 to help Pacific island countries manage their fishery resources. FFA supports 
and administers meetings and facilitates negotiations pertaining to a number of fishing treaties and 
agreements, including the Federated States of Micronesia Arrangement that provides guidelines on 
domestic vessels’ access to fisheries resources, the Palau Arrangement on the management of the purse 
seine fishery in the Western and Central Pacific area, the Nauru Agreement on tuna purse seine fishing 
licenses, the Niue Treaty on monitoring, control, and surveillance of fishing activities, and the multilateral 
treaty on fisheries between Pacific island states and the United States.

Links www.ffa.int/
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Forum for East Asia-Latin America Cooperation

Basic 
Information

Acronym FEALAC

Year established 1999

Location of secretariat Not applicable

Number of staff Not applicable

Member 
Countries

1. Australia
2. Argentina
3. Bolivia
4. Brazil
5. Brunei Darussalam
6. Cambodia
7. Chile
8.  People’s Republic  

of China
9. Colombia

10. Costa Rica
11. Cuba
12. Dominican Republic
13. Ecuador
14. El Salvador
15. Guatemala
16. Indonesia
17. Japan
18. Republic of Korea

19.  Lao People’s Democratic 
Republic

20. Malaysia
21. Mexico
22. Mongolia
23. Myanmar
24. New Zealand
25. Nicaragua

26. Panama
27. Paraguay
28. Peru
29. Philippines
30. Singapore
31. Thailand
32. Uruguay
33. Venezuela
34. Viet Nam

Operations

Functional 
Areas

Infrastructure Trade and Investment Money and Finance Regional Public Goods Security

ü ü ü

Activities 
and projects

FEALAC’s projects are carried out under three working groups: Politics, Culture, and Education; Economy 
and Society; and Science and Technology.

history A concrete proposal to enhance the relations between Asia and Latin America was initiated by the then prime minister 
of Singapore, Goh Chok Tong, in September 1998. An East Asia-Latin America Forum (EALAF) senior officials’ meeting 
was held in Singapore in September 1999, marking the beginning of FEALAC. At the first foreign ministerial meeting in 
Santiago, Chile, in March 2001, EALAF was officially renamed FEALAC, and the framework document for the foundation of 
FEALAC was adopted.

Links www.fealac.org/
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Greater Mekong Subregion Economic Cooperation Program

Basic Information

Acronym:

GMS

Year established:

1992

Location of secretariat:

Asian Development Bank

Number of staff:

2 professional staff in the GMS Unit of ADB

Member countries:

6

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü

Activities and 
projects

The GMS Program of the Asian Development Bank (ADB) is focused on building connectivity, 
competitiveness, and a sense of community among its member states. Activities include 
infrastructure development (transport corridors, power interconnection systems, and 
telecommunication networks), trade facilitation, private investment, tourism promotion, 
prevention and control of communicable diseases, and the protection of the subregion’s 
biodiversity and ecosystems. At the 2010 GMS ministerial meeting in Ha Noi, Viet Nam, the six 
member nations committed to strengthening GMS infrastructure through the development of an 
integrated rail network. They also agreed to strengthen the formation of economic corridors in 
the region. 

history In the late 1950s Cambodia, the Lao People’s Democratic Republic, Myanmar, and Viet Nam established a joint 
committee to develop the Greater Mekong subregion, but the initiative was unsuccessful due to the unstable 
political situation. Backed by ADB and joined by the People’s Republic of China and Thailand, the GMS Economic 
Cooperation Program was launched by ADB in 1992. Since then, the program has contributed to the development 
of infrastructure to enable the development and sharing of the resource base, and promote the freer flow of people 
and goods in the subregion. The program also led to the international recognition of the subregion as a growth area. 

Links www.adb.org/GMS/

* Lao People’s Democratic Republic
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Greater Tumen Initiative

Basic Information

Acronym:

GTI

Year established:

1995

Location of secretariat:

People’s Republic of China (Beijing)

Number of staff:

8

Member countries:

4

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and projects GTI’s activities include the organization of conferences, consultative forums, and training 
programs on energy development, environment management, investment facilitation, 
and tourism promotion. GTI also conducts several capacity-building initiatives. Transport 
projects include construction of railways and modernization of ports and harbors.

history The United Nations Development Programme (UNDP) established the Tumen River Area Development Programme 
(TRADP) in 1991 to promote regional cooperation, economic development, and environmental management 
in Northeast Asia. Under the TRADP, the Rajin–Sonbong Economic Special Zone was created on land leased 
from the Democratic People’s Republic of Korea, the Russian Federation, and the People’s Republic of China to 
promote trade and investment. The TRADP was extended for another 10 years, and its geographic coverage was 
expanded to include more provinces in the region. The new Greater Tumen Initiative (GTI) was established as an 
intergovernmental cooperation mechanism during the 8th Consultative Commission Meeting held in Changchun, 
People’s Republic of China, in 2005. GTI aims to strengthen economic and technical cooperation and attain 
greater growth and sustainable development for the peoples and countries in Northeast Asia. During its creation, 
GTI members committed to increase ownership through their contributions of financial and human resources, with 
the continuous support of UNDP. 

Links www.tumenprogramme.org/



Appendix 2

296

Indian Ocean Rim Association Regional Cooperation

Basic Information

Acronym:

IORARC

Year established:

1995

Location of secretariat:

India (New Delhi)

Number of staff:

4

Member countries:

18

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and 
projects

IORARC’s activities are organized under the Working Group on Trade and Investment, the 
Indian Ocean Rim Business Forum, and the Indian Ocean Rim Academic Group. Projects 
are focused on trade facilitation and liberalization, infrastructure development, promotion 
of foreign investment flows, scientific and technological exchanges, human resources 
management, and tourism.

history On 29–31 March 1995 representatives from government, the business sector, and academia were convened 
by the Mauritius government to discuss the enhancement of economic cooperation among countries of the 
Indian Ocean rim. Participating countries were Australia, India, Kenya, Oman, Singapore, and South Africa, which 
were subsequently referred to as the “M-7 states.” In 1996 IORARC’s membership was expanded to include 
Indonesia, Malaysia, Sri Lanka, Yemen, Tanzania, Madagascar, and Mozambique, which led to the formation of 
the so-called “M-14.” IORARC was formally launched at its first ministerial meeting in Mauritius on 6–7 March 
1997, where members also adopted the IORARC Charter.

Links www.iornet.com/

* United Arab Emirates
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Indonesia-Malaysia-Thailand Growth Triangle

 

Member Countries

1. Indonesia
2. Malaysia
3. Thailand

Basic 
Information

Acronym IMT-GT

Year established 1993

Location of secretariat Malaysia (Putrajaya)

Number of staff 4

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü ü ü

Activities and 
projects

The work of IMT-GT is organized around six working groups which implement programs and 
activities: agriculture, agro-based industry, and environment; halal products and services; 
human resource development; infrastructure and transport; trade and investment; and 
tourism. The Centre for IMT-GT Subregional Cooperation in Putrajaya, Malaysia, serves as 
the central body for monitoring and coordinating public and private sector activities through 
institutional coordination, project facilitation mechanisms, and enhancement of external 
relations. Reporting to the senior officials’ meeting, the center is also responsible for the 
coordination of working groups and national secretariats, and maintains a database of 
information useful to IMT-GT decision-making related to strategic cooperation, partnerships, 
and business opportunities.

history IMT-GT is a subregional cooperation initiative formed in 1993 to accelerate economic transformation in the less 
developed provinces of Indonesia, Malaysia, and Thailand. IMT-GT currently consists of 14 provinces in southern 
Thailand, eight states of peninsular Malaysia, and 10 provinces in the island of Sumatra in Indonesia. The subregion 
is a classic growth triangle characterized by many economic complementarities, geographical proximity, and close 
historical, cultural, and linguistic ties. The cooperation framework of IMT–GT has two functional mechanisms: the 
annual ministerial meeting and senior officials’ meeting for the government sector, and the Joint Business Council 
for the private sector. During the 2007 summit meeting, the “Roadmap for Development” (2007–11) was adopted, 
focusing on trade, investment, and tourism. 

Links www.imtgt.org/
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International Fund for Saving the Aral Sea

Member Countries

1. Kazakhstan  
2. Kyrgyz Republic  
3. Tajikistan 
4. Turkmenistan 
5. Uzbekistan

Basic 
Information

Acronym IFAS

Year established 1993

Location of secretariat Tajikistan (Dushanbe)

Number of staff 32

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü

Activities and 
projects

IFAS activities include scientific research on the restoration of ecological balance, 
transboundary water resources management and environmental protection, and 
environmental monitoring and database management, as well as programs to save the 
Aral Sea from environmental degradation and support the environmental rehabilitation of 
the Aral Sea basin.

history IFAS was established in 1993 after the Central Asian states of Kazakhstan, the Kyrgyz Republic, Tajikistan, 
Turkmenistan, and Uzbekistan, decided to finance joint actions and programs to restore the Aral Sea and 
support the environmental recovery of the Aral Sea basin.

Links www.ec-ifas.org/english_version/index_eng.html
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Mekong River Commission

Member Countries

1. Cambodia 
2.  Lao People’s Democratic 

Republic
3. Thailand
4. Viet Nam

Basic 
Information

Acronym MRC

Year established 1995

Location of secretariat Cambodia (Phnom Penh) and Lao PDR (Vientiane)

Number of staff 163

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü

Activities 
and projects

MRC’s main operations are guided by a program for the sustainable development of water 
and related resources; a basin development plan, which identifies, categorizes, and prioritizes 
projects and programs; a water utilization program, which develops procedures for water use 
in the lower Mekong basin; an environment program, which aims to protect the environment, 
maintain the ecological balance of the basin, and ensure environmental and social sustainability 
of economic development undertaken within the region; a flood management and mitigation 
program; a fisheries program, which aims to raise awareness of fisheries and improve their 
management; an agriculture, irrigation, and forestry program; a navigation program, which 
analyzes river transport systems; an information and knowledge management program, which 
is designed to facilitate access to and use of data; and an integrated capacity-building program 
to provide support to the MRC secretariat and national Mekong committees in each member 
country in order to improve their systems of administration, management, and communications.

history IFAS was established in 1993 after the Central Asian states of Kazakhstan, the Kyrgyz Republic, Tajikistan, 
Turkmenistan, and Uzbekistan, decided to finance joint actions and programs to restore the Aral Sea and support 
the environmental recovery of the Aral Sea basin.

Links www.ec-ifas.org/english_version/index_eng.html
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Network of Asian River Basin Organizations

Basic Information

Acronym:

NARBO

Year established:

2004

Location of secretariat:

Japan (Saitama)

Number of staff:

14

Member countries:

16

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü

Activities and 
projects

NARBO activities include advocacy and information sharing on good practices and 
lessons learned; capacity building of river basin organizations in implementing 
integrated water resources management and water governance; technical advice on 
planning, conservation, and development of water resources facilities; and improving 
management of water resources in transboundary river basins.

history The establishment of NARBO was first announced during the Third World Water Forum in March 2003. NARBO 
was officially established in February 2004 in order to promote integrated water resources management in 
monsoon and typhoon areas of Asia.

Links www.narbo.jp

* Lao People’s Democratic Republic
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Pacific Islands Forum

Member Countries

1. Australia
2. Cook Islands
3. Fiji Islands
4. Nauru
5. New Zealand
6. Nepal
7. Pakistan
8. Sri Lanka
9. Samoa

10.  Federated States  
of Micronesia

11. Kiribati
12. Niue
13. Marshall Islands
14. Palau
15. Papua New Guinea
16. Solomon Islands
17. Tuvalu 
18. Vanuatu

Basic Information

Acronym PIF

Year established 1971

Location of secretariat Fiji Islands (Suva)

Number of staff 80

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü

Activities and projects PIF’s activities include a leaders’ forum and several ministerial meetings. PIF’s 
work programs are focused on economic governance, including trade, transport, 
information technology, energy, and the private sector; political governance and 
security; and strategic partnerships and coordination in addressing social sector 
issues. Regional coordination activities are organized within the program on 
strategic partnerships and coordination.

history PIF, which was known as the South Pacific Forum until October 2000, was founded in August 1971. 
PIF serves as the Pacific region’s premier political and economic policy organization. The work of PIF is 
organized around policy advice programs on economic governance and political governance and security.

Links www.forumsec.org.fj
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Secretariat of the Pacific Community

Regional Members
Non-Regional Members

Basic 
Information

Acronym SPC

Year established 1947

Location of secretariat New Caledonia (Noumea)

Number of staff 430

Members 1. American Samoa 
2. Australia 
3. Cook Islands
4. Federated States of Micronesia
5. Fiji Islands
6. France
7. French Polynesia
8. Guam, United States
9. Kiribati

10. Marshall Islands
11. Nauru
12. New Caledonia
13. New Zealand
14. Niue
15. Northern Mariana Islands
16. Palau
17. Papua New Guinea
18. Pitcairn Islands

19. Samoa
20. Solomon Islands 
21. Tokelau
22. Tonga
23. Tuvalu
24. Vanuatu
25. Wallis and Futuna
26. United States

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü

Activities and projects SPC’s work programs develop the technical, professional, scientific, research, planning, 
and management capabilities of its member countries. Projects focus on activities to 
develop fisheries, aquaculture, and marine ecosystems, land resources, public health, 
applied research on science and technology, and education.

history The SPC, formerly known as the South Pacific Commission, was founded in 1947 under the Canberra Agreement 
with six participating governments that administered territories in the Pacific region: Australia, France, New Zealand, 
the Netherlands, the United Kingdom, and the United States.

Links www.spc.int/
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Shanghai Cooperation Organisation

Basic 
Information

Acronym SCO

Year established 2001

Location of secretariat People’s Republic of China (Beijing)

Number of staff 30

Member countries 6

Operations Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü

Activities and 
projects

SCO operations focus on security-related issues. Recently, however, SCO has also 
become active in economic capability programs, including the promotion of trade and 
investment flows.

history SCO was created on 15 June 2001 in Shanghai, People’s Republic of China. SCO’s predecessor, the Shanghai 
Five grouping consisting of the People’s Republic of China, Kazakhstan, the Kyrgyz Republic, the Russian 
Federation, and Tajikistan, was established in Shanghai on 26 April 1996 with the signing of the Treaty on 
Deepening Military Trust in Border Regions. In relation to the establishment of SCO, the Treaty on the Reduction 
of Military Forces in Border Regions was also signed by the same five countries on 24 April 1997 in Moscow, 
Russian Federation. Uzbekistan was admitted as an SCO member in 2001. The SCO Charter was signed in 
June 2002 by the heads of the six SCO member states in St. Petersburg, Russian Federation.

Links www.sectsco.org/EN/

Kazakhstan

Tajikistan

Uzbekistan

Russian Federation

Krygyz Republic

People’s Republic 
of China
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South Asia Co-operative Environment Programme

Basic Information

Acronym:

SACEP

Year established:

1982

Location of secretariat:

Sri Lanka (Colombo)

Number of staff:

13

Member countries:

8

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü

Activities and 
projects

SACEP’s activities include the South Asian Seas Programme on the marine environment 
and related coastal ecosystems, and a South Asia environmental education and training 
program. SACEP also organizes the Coral Reef Task Force, a South Asia biodiversity 
clearing-house mechanism, and a regional oil-spill contingency plan.

history SACEP is an intergovernmental organization established in 1982 to promote and support environment management 
and protection initiatives. SACEP also serves as secretariat to the South Asian Seas Programme.

Links www.sacep.org/
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South Asia Subregional Economic Cooperation

Basic Information

Acronym:

SASEC

Year established:

2001

Location of secretariat:

Asian Development Bank

Number of staff:

7

Member countries:

4

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü

Activities and 
projects

SASEC working groups have been established in six priority sectors: transport; tourism; trade, 
investment, and private sector cooperation; energy and power; environment; and information 
and communications technology. Since 2001 the Asian Development Bank (ADB) has 
supported specific SASEC’s activities including the Information Highway Project, the Transport 
Logistics and Trade Facilitation Project, and the Tourism Project. 

history In response to a request by country members of the South Asia Growth Quadrangle, ADB launched the SASEC 
program in December 2001 through technical assistance designed to help in the identification and prioritization of 
subregional projects. SASEC covers the Eastern Himalaya–Bay of Bengal subregion of South Asia, in particular the 
countries of Bangladesh, Bhutan, and Nepal, and the north, east, and northeast states of India.

Links www.adb.org/SASEC/default.asp
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South Asian Association for Regional Cooperation

Basic Information

Acronym:

SAARC

Year established:

1985

Location of secretariat:

Nepal (Kathmandu)

Number of staff:

54

Member countries:

8

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü ü ü ü

Activities and projects SAARC’s operations are guided by the SAARC Summit and the Council of Ministers. SAARC 
activities include a finance ministers’ mechanism, an eminent persons’ group, an arbitration 
council and several technical committee meetings. SAARC also organizes conventions 
on various regional development programs pursued through its 13 regional centers: the 
Agricultural Information Centre, Documentation Centre, Tuberculosis and HIV/AIDS Centre, 
Human Resources Development Centre, Energy Centre, Disaster Management Centre, Audio 
Visual Exchange Committee, Meteorological Research Centre, Technical Committee on 
Agriculture and Rural Development, South Asia University, Coastal Zone Management Centre, 
South Asia Cooperative Environment Programme, and Forestry Centre.

history The SAARC Declaration was adopted by the foreign ministers of member countries in 1983 in New Delhi, India. 
SAARC was formally established after its charter was adopted on 8 December 1985 by the heads of governments 
of Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan, and Sri Lanka. On 16 January 1987 the SAARC 
Secretariat was established in Kathmandu, Nepal, to coordinate and monitor the implementation of SAARC activities, 
organize meetings of the association, and serve as the channel of communication between SAARC and international 
organizations. Afghanistan was added to the regional grouping on 3 April 2007. 

Links www.saarc-sec.org
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Southeast Asian Water Utilities Network

Member Countries

1. Indonesia 
2. Lao People’s Democratic Republic
3. Malaysia 
4. Philippines
5. Singapore
6. Thailand 
7. Viet Nam

Basic Information

Acronym SEAWUN

Year established 2002

Location of secretariat Viet Nam (Ha Noi)

Number of staff 5

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü

Activities and 
projects

SEAWUN’s activities include benchmarking programs to measure the water utilities 
performance; twinning programs to enable peer-to-peer exchange of knowledge and 
experience between water utilities agencies in the region; organizing water reduction 
workshops; preparing full cost recovery programs to meet operational costs, depreciation 
and debt repayment; and developing and implement a professional certification and 
training program for water and wastewater operators, including exchange visits, regional 
training programs, and seminars.

history A preliminary meeting among SEAWUN’s members was held in October 2001 in Manila, Philippines, where 
the common goals among prospective members were identified. This was followed by a formal meeting in 
August 2002 in Ha Noi, Viet Nam, that established the organization. SEAWUN members’ commitments are 
included in the Ha Noi Declaration of 2002. SEAWUN started operating in August 2003 after its secretariat 
was formally established in Ha Noi, Viet Nam.

Links www.seawun.org 
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Pacific Islands Applied Geoscience Commission

Basic Information

Acronym:

SOPAC

Year established:

1972

Location of secretariat: 

Fiji Islands (Suva)

Number of staff:

65

Member 
Countries

Member Countries  9. New Zealand
10. Niue
11. Palau
12. Papua New Guinea
13. Samoa
14. Solomon Islands
15. Tonga
16. Tuvalu
17. Vanuatu

Associate Members

1. Australia
2. Cook Islands
3. Federated States of Micronesia
4. Fiji Islands
5. Guam, United States
6. Kiribati
7. Marshall Islands
8. Nauru

1. American Samoa
2. French Polynesia
3. Tokelau
4. New Caledonia 

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional 
Public Goods Security

ü

Activities and 
projects

Major SOPAC operational programs include knowledge management on ocean and 
island ecosystems, community risk management, and strengthening community lifelines 
and resources such as energy, water, sanitation and hygiene, and information and 
communication technologies.

History SOPAC was established in 1972 under the Economic and Social Division of the United Nations as a project 
called the Committee for Coordination of Joint Prospecting for Mineral Resources in South Pacific Offshore Areas. 
The aim of this project was mainly to promote offshore mineral and petroleum prospecting. SOPAC’s secretariat 
became autonomous in 1984, with funding by member countries, donor countries, and international agencies 
to steer its annual operations. While the initial focus of SOPAC’s work was on marine mapping and geosciences, 
recent years have seen a broadening of this scope to include hazard assessment and risk management, 
environmental vulnerability, oceanography, energy, water and sanitation, and information and communication 
technologies.

Links www.sopac.org/
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Pacific Regional Environment Programme

 

Basic 
Information

Acronym SPREP

Year established 1982

Location of secretariat Samoa (Apia)

Number of staff 70

Member 
Countries

1. American Samoa
2. Australia 
3. Cook Islands 
4.  Federated States  

of Micronesia 
5. Fiji Islands

 6. France 
 7. French Polynesia 
 8.  Guam, United States
  9. Kiribati 
10. Marshall Islands
11. Nauru 

12. New Caledonia
13. New Zealand
14. Niue
15.  Northern 

Mariana Islands
16. Palau

17. Papua New Guinea
18. Samoa
19. Solomon Islands
20. Tokelau
21. Tonga
22. Tuvalu

23. United States 
24. Vanuatu
25. Wallis and Futuna

Operations
Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü

Activities and projects SPREP’s programs are based on island ecosystems and management. Projects aim to help member 
countries to face threats and pressures on island and ocean systems. Activities include country visits, 
workshops, and training on biodiversity and conservation, climate change, coastal management, 
environmental awareness, pollution and solid waste management, and sustainable land management.

history The proposal to establish a Pacific environmental organization was raised after a workshop on environmental conservation was 
held in 1969 in Noumea, New Caledonia. Consequently, in 1973 a small conservation program was established in Noumea, 
which later evolved into SPREP. SPREP was established in 1982 within the Secretariat of the Pacific Community in Suva, Fiji 
Islands. SPREP relocated to Samoa in 1992 and was accorded status as an autonomous regional organization in 1993.

Links www.sprep.org/
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South Pacific Tourism Organisation

Member Countries

1. People’s Republic of China
2. Cook Islands
3. Fiji Islands
4. French Polynesia
5. Kiribati
6. Nauru 
7. New Caledonia
8. Niue
9. Papua New Guinea

10. Samoa
11. Solomon Islands
12. Tonga
13. Tuvalu
14. Vanuatu

Basic Information

Acronym SPTO

Year established 1980

Location of secretariat Fiji Islands (Suva)

Number of staff 8

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü

Activities and 
projects

SPTO is an intergovernmental organization that promotes the tourism sector in the South 
Pacific region. SPTO’s activities focus on the promotion of tourism in the Pacific islands 
through marketing, policy development, planning, and human resource development. 
SPTO’s projects involve over 200 private operators that promote tourism in the region.

history SPTO began as an informal association and was formally established in 1980. SPTO members include 
13 Pacific islands plus the People’s Republic of China (PRC). The PRC was the first of seven large countries 
invited to join when SPTO amended its constitution in 2001. Since the PRC’s membership in 2004, 
SPTO members have aspired to receive more financial and technical support, and benefit from the PRC as 
a host and source of tourists. 

Links www.south-pacific.travel

Area of Operation
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Trilateral Summit

Basic Information

Acronym:

TS

Year established:

2008

Location of secretariat:

Republic of Korea (to be established 
in 2011)

Number of staff:

Not applicable

Member countries:

3

Operations

Functional Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü ü ü ü

Activities and projects Trilateral Summit activities include high-level meetings of political leaders, ministerial meetings, 
senior foreign affairs officials’ consultations, and various intergovernmental exchange and 
dialogue mechanisms. Trilateral Summit projects promote regional cooperation to enhance 
mutual political trust, increase trade and financial flows, and widen social and cultural 
exchange. Key themes on cooperation include joint efforts for regional and international peace 
and stability, common economic prosperity, sustainable development, and environmental 
protection, and the promotion of friendly relations through the expansion of human and 
cultural exchanges. 

history The leaders of the People’s Republic of China, Japan, and the Republic of Korea have been informally meeting 
since 1999, alongside meetings of the ASEAN+3. The Trilateral Summit among the political leaders of these three 
countries was formally launched on 13 December 2008 in Fukuoka, Japan. As cooperation broadened, the political 
leaders decided at the Third Trilateral Summit on 29 May 2010 in Jeju, Republic of Korea, to establish the Trilateral 
Cooperation Secretariat in the Republic of Korea by 2011.

Links www.mofa.go.jp/region/asia-paci/jck/summit.html
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United Nations Economic and Social Commission for Asia and the Pacific

Basic Information

Acronym ESCAP

Year established 1947

Location of secretariat Thailand (Bangkok)

Number of staff 600

Member Countries Members 14.  Indonesia

15.  Iran

16.  Japan 

17.  Kazakhstan

18.  Kiribati

19.   Democratic 

People’s Republic 

of Korea

20.  Republic of Korea

21.  Kyrgyz Republic

22.  Lao PDR

23.  Malaysia

24.  Maldives

25.  Marshall Islands

26.  Federated States of 

Micronesia

27.  Mongolia

28.  Myanmar 

29.  Nauru

30.  Nepal

31.  Netherlands

32.  New Zealand

33.  Pakistan

34.  Palau

35.  Papua New Guinea

36.  Philippines

37.  Russian Federation

38.  Samoa

39.  Singapore

40.  Solomon Islands

41.  Sri Lanka

42.  Tajikistan

43.  Thailand

44.  Timor-Leste

45.  Tonga

46.  Turkey

47.  Turkmenistan

48.  Tuvalu

49.  United Kingdom

50.  United States

51.  Uzbekistan

52.  Vanuatu

53.  Viet Nam

Associate Members

 1.  Afghanistan

 2.  Armenia

 3.  Australia

 4.  Azerbaijan

 5.  Bangladesh

 6.  Bhutan

 7.  Brunei Darussalam

 8.  Cambodia

 9.  People’s Republic 

of China

10.  Fiji Islands

11.  France

12.  Georgia

13.  India

1. American Samoa

2. Cook Islands

3. French Polynesia

4. Guam, United States

5. Hong Kong, China

6. Macao, China

7. New Caledonia

8. Niue

9. Northern Mariana Islands

Operations

Functional Areas

Infrastructure Trade and Investment Money and Finance

Regional Public 

Goods Security

ü ü ü

Activities and projects ESCAP carries out its work through several committees and regional institutions, such as the Asian and Pacific Centre 

for Agricultural Engineering and Machinery, Asian and Pacific Training Centre for Information and Communication 

Technology for Development, Asian and Pacific Centre for Transfer of Technology, Centre for Alleviation of Poverty 

through Secondary Crops’ Development in Asia and the Pacific, and the United Nations Statistical Institute for Asia and 

the Pacific. ESCAP supports the UN Millennium Development Goals and goals of inclusive and sustainable economic 

and social development in the Asia-Pacific region.

history ESCAP, initially known as the Economic Commission for Asia and the Far East, was created in 1947 in Shanghai, PRC, to assist the work towards 

postwar economic reconstruction. ESCAP is the biggest among the UN’s five regional commissions in terms of population served and area 

covered. ESCAP was instrumental in the establishment of the Asian Development Bank in 1966, the Mekong River Commission in 1995, and 

the Asia and Pacific Centre for Agricultural Engineering and Machinery in 2002.

Links www.unescap.org
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United Nations Special Programme for the Economies of Central Asia

Member Countries

1. Afghanistan
2. Azerbaijan
3. Kazakhstan
4. Kyrgyz Republic
5. Tajikistan
6. Turkmenistan
7. Uzbekistan

Basic Information

Acronym SPECA

Year established 1998

Location of secretariat Thailand (Bangkok)

Number of staff
1 SPECA focal point in Geneva, 1 SPECA focal point in Bangkok, 
3 international professionals and 2 local professionals in Almaty

Operations

Functional 
Areas

Infrastructure
Trade and 
Investment

Money and 
Finance

Regional Public 
Goods Security

ü ü ü

Activities and 
projects

SPECA’s activities are organized under a governing council, coordinating committees, 
economic forum, and several working groups on knowledge-based development, water, 
and energy resources management. SPECA’s projects include regional capacity-building 
seminars on financing innovative enterprises, commercialization of intellectual property, 
and promotion of public–private partnerships.

history Launched with the Tashkent Declaration signed on 26 March 1998, SPECA was created to support 
subregional cooperation among countries in Central Asia under the aegis of the United Nations Economic 
Commission for Europe and United Nations Economic and Social Commission for Asia and the Pacific.

Links
www.unece.org/speca/about.html
www.unescap.org/oes/SPECA/index.asp
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Institutions for Regional Integration: Toward an Asian Economic Community 

In continuation of the work on Asian economic integration done by the Asian Development 
Bank (ADB) and the ADB Institute, this book takes stock of existing institutions for regional 
integration in Asia and the Pacific and discusses the need for institutional innovation and 
reform in moving toward the creation of an Asian economic community. The study draws its 
strength and insights from a team of authors including ADB staff, scholars, and advisers to 
regional policy makers. Consultation workshops to finalize the study involved leading experts in 
several countries in Asia, Europe, and North America. 

www.aric.adb.org/iri

“Regionalism creates a new platform for economic growth and can be a stabilizing factor when 
shocks arise. It carries the responsibility of proper management, effective communication, and 
policy coordination. To make regional cooperation effective and enable the region to speak 
with a more prominent common voice, Asia needs to enhance its institutional capabilities for 
regional integration.” 

— Haruhiko Kuroda, President, Asian Development Bank 

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries substantially reduce poverty and improve the quality of life of their people. 
Despite the region’s many successes, it remains home to two-thirds of the world’s poor: 
1.8 billion people who live on less than $2 a day, with 903 million struggling on less than 
$1.25 a day. ADB is committed to reducing poverty through inclusive economic growth, 
environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance. 

978-92-9092-210-0


