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Abstract

Despite a commonplace view that Asian regionalism lacks institutions, Asia, in fact, is full
of regional institutions and frameworks in various forms. The rise and fall of regional
institutions in Asia is an extremely dynamic process. Using a game theory approach, this
paper hypothesizes that the dynamic nature of Asian regionalism can be explained by a
"regionalism cycle." The institutional outcome of regionalism in Asia has been cyclical
because the game played by Japan and the United States does not have a stable
equilibrium. This paper tests the hypothesized regionalism cycle using actual cases of
regional institutions in the field of financial cooperation and regional summit meetings.

Keywords: regionalism, Regionalism cycle, Asian Monetary Fund (AMF), East Asia
Summit (EAS), Game Theory

JEL Classification: F15, F36
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1. Introduction

Despite the commonplace view that Asian regionalism lacks institutions’, Asia, in fact,
is full of regional institutions and frameworks in various forms. There are a
considerable number of regional frameworks with different sets of membership that
cover different issue areas. The rise and fall of various institutions in Asia is an
extremely dynamic process. In addition to a number of existing institutions and those
that no longer exist, there have also been many proposed institutions in Asia that
were once considered but never established. Therefore, the most pertinent questions
regarding institutions of Asian regionalism are: Why is the rise and fall of regional
frameworks remarkable? Why have there been so many frameworks? And finally, why
do the activities of a certain regional framework become insignificant after a certain
period?

This paper argues that there is a "regionalism cycle" in Asia. The cycle exists in terms
of the membership of institutions, which is one of the most critical aspects of
institutions (Koremenos et al., 2001). Various countries' reactions to a number of
regionalist projects have clear patterns, with the critical determining factor being the
membership of each regional framework. As a result of such patterns, the institutional
evolution of Asian regionalism has become cyclical with respect to institutional
development and the eventual waning and/or abolishment of such institutions since
changes in membership lead to changes in the effectiveness of institutions.

The structure of this paper is two-fold. First, it presents a hypothesis on regionalism
cycle using game theory. The rise and fall of various regional institutions is the result
of states' rational choices in terms of their membership preferences. Since the pay-off
matrix among concerned parties (especially Japan and the United States [US]) in this
game does not have a stable equilibrium, there is no stable institutional equilibrium.
Hence, the institutional outcome is cyclical. The second half of the paper analyzes the
actual development of Asian regionalist projects in light of the proposed regionalism
cycle. The rise and fall of various regional financial cooperation meetings and regional
summits are examined. In particular, sequences of various regionalist projects
proposed by a number of countries are closely analyzed. Only when various projects
are analyzed together can we find that Asian regional cooperation has a cyclical
feature.

2. Hypothesis: Regionalism Cycle
2.1 Cost and Benefit of Various Regional Frameworks

Sponsoring a regional framework entails both costs and benefits. The cost—benefit
structure of sponsoring a regional framework varies depending on issue areas
covered by an institution. While a regional framework covering a particular issue
brings a specific cost—benefit structure to each member, generalization is possible to
a certain degree. In such instances, sponsoring international frameworks or
institutions is considered to be supplying an international public good (Kindleberger,
1973). Sponsoring a (regional) framework or institution for cooperation among states
entails coordination costs (e.g., monitoring, enforcement, policy coordination, and

' ADB (2008) and Hu (2009).
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Regionalism Cycle in Asia (-Pacific): A Game Theory Approach to the Rise and Fall
of Asian Regional Institutions

Despite a commonplace view that Asian regionalism lacks institutions, the rise and fall

of Asian regional institutions is in fact an extremely dynamic process. This paper argues
that there is a “regionalism cycle” in Asia that helps to explain the dynamic nature of Asian
regionalism.
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