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Introduction

The geopolitical and economic importance
of the Asia-Pacific region needs no more em~
phasis. Even if we count only the coastal regions
of the countries in its compass, it accounts for
a quarter of the world’s population, two fifths of
its surface, more than a third of its economic

activity and a most diverse range of culture, lan-

guage, religion, government and history on earth.

It must be a cliche by now to underline that the.

Asia-Pacific region is currently one of the fastest
growing economies in the world. For instance,
throughout the 1980s East and Southeast Asia
grew at an average of 8 percent a year, compared
with 2.5 percent for the world as a whole.!
“Altogether, the 15 APEC members around the
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Pacific Rim have more than 2 billion people,
engage in 40% of all international trade and
account for half the total world production of

”2  Indeed we are now wit-

goods and services.
nessing what early in this century Mr. John Hay,
the U.S. President Theodore Roosevelt’s Secretary
of the State, foresaw when he dubbed the Pacific
as “the ocean of the future.” In the year 2000,
the gross world product will be bigger than it was
in 1990 by the $7.5 trillion (in 1990 dollars). A
half of the increase will be contributed by East
Also,

between now and 2000 Asia as a whole will, World

Asia, according to the IMF prediction.

Bank forecasts, account for half of the growth in
world trade.?

Nearly all countries in the Asia-Pacific
region are the front-runners of free trade and anti-
protectionist policies. Asean members are en—
deavoring to turn the region into the most open
trading area in the world. Taking the lead in
global trade liberalization, APEC members are
to consider a timetable to realize an ambitious
vision of free trade in the region by 2020, which
will boost economic dynamism to a unprecedented

4 The issue of

degree by removing all barriers.
trade liberalization will become a priority agen—
dum this year again when the APEC Summits will
meet at Jakarta in November.

The economic success of the Asia-Pacific
region is also accompanied by a brighter demo—
cratic prospect. Economic development in many
countries of the region is gradually being matched
by growing social pluralism and political maturity,
leading to greater individual freedoms, more
political democracy and enhanced human rights.
Undemocratic regimes suffer from various symp—
toms of their ultimate decline. Some have already
been replaced by new, reform-oriented leadership.
A long-held monopoly of power by ruling parties’
has begun to erode in Japan and South Korea.

And the torch of democratization is likely to be

passed on to Taiwan, and eventually to other
neighbors in the region.

The concurrent economic prosperity,
growing free trade and multilateral cooperation,
and burgeoning political pluralism and democra-
tization of the Asia-Pacific region pose to us a
theoretically intriguing and politically challenging
question: Will economic growth conjoined with
expanding free trade promote democracy and
peace? Today, I would like to talk about the
relationship between economic growth, demo—
cracy, and international peace in general as well
as in reference to the evolving Asian political-
economic context. In order to invite a lively
discussion, 1 will put my argument bluntly as the
following:

(1) Economic growth via free trade
fosters more democracy in Asia;

(2) Democratization will, in turn, help
further economic development by facilitating
economic reform, and by bringing social equity,
efficiency in resource allocation and security
of property rights, and;

(3) Democracy, joining forces with the
region’s economic prosperity, will bring nations
together for closer cooperations and more
peaceful relations.

In the following sections, I will first ela—
borate that trade within as well as between nations
promotes economic growth. Next, [ will examine
the logic and evidence attesting to a reciprocal
causal relationship between prosperity and de—
mocracy; that prosperity derived from sustained
economic growth promotes more democracy, and
democracy fosters further economic growth and
reforms required for sustaining it. Third, I will
demonstrate some historical and systematic record
showing that there is almost no risk of war among
democracies. In concluding part, some prescrip-
tive policy implications will be drawn from my
earler presentation.



Free Trade, Economic Growth and
Democracy

Let me begin by discussing the first point,
i.e., the relationship between free trade and pros—
perity. The positive contribution of free trade to
economic growth and prosperity is regarded as
undisputed knowledge among economists. Inter—
national trade enables enterprises and nations to
specialize according to their comparative advan—
tage, to raise productivity, and to realize gains
from trade by enlarging the size of the market.
Few would disagree on the observation that the
engine of the vigorous economic growth in the
Asia-Pacificregionis trade. As the Time magazine
pointed out, “Freedom to export has been the
womb for every Asian “economic miracle” from
Japan and Taiwan to miracles-in-the-making
Thailand, Indonesia and China.”® Suffice to put
East Asian economic performance in stark contrast
to, say, Latin America’s for the past decades to
illustrate this point. Since 1965 eight East Asian
economies — Hong Kong, Indonesia, Japan, Ma-
laysia, Singapore, South Korea, Taiwan and
Thailand — have together grown at an annual rate
of nearly 6 percent, three times as fast as Latin
America and more than twice as fast as the rest
of East Asia. The export performance of these
East Asian economics has been particularly
dramatic, with their share of world exports of
manufactures leaping from 9 percent in 1965 to
21 percent in 1990.° Recent shift in policy to
export-oriented growth in India which had taken
the line of import—substitution—industrialization
also accen—tuates that outward-looking, open
trade policy is a better choice for viable economic
development.

Thus, it is no doubt that free trade is
instrumental to bringing higher economic
growth.” Two challenges to the positive trade-
economic growth link are dependency/world—
system model and strategic trade theory.®
However, the former is poorly supported by
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empirical evidence, while the latter does not reject
the validity of the free trade-economic growth link
on the whole sale. Economies of the open, trade—
promoting countries have grown faster than most
of those with closed or protectionist policies. The
way countries in the Asia-Pacific region looks
to the future is in line with theory and policy
prescribed by the positive trade—economic growth
linkage.

Now let me turn to how economic growth
helps democratic development. Debates are still
unresolved on the empirical validity of theory that
posits positive relationship between economic
development and political democratization. Here,
I shall confine myself to delineating contending
positions with a broad brush.

Postwar political science, especially mo—
dernization theory, posited a positive, linear
correlation between economic growth and demo—
cracy: the more economic development, the more
democracy.” This optimistic position soon faced
challenges from the development both in the real
world and in the academic debates.  Despite
substantial economic growth, a number of the
Third World countries, contrary to the common
wisdom, regressed into authoritarianism rather
than democracy. Samuel P. Huntington warned
against the optimism by pointing out that the
political instability may result from modernization
because of the gap between social mobilization
and political institutionalization.’® Guillermo
O’Donnell called our attention to the elective
affinity between economic growth and authori—
tarianism.!! However, quantitative, cross-national
research that undertakes to test the validity of each
contending view mostly supports the optimist’s
position.!?

Economic development tends to help foster
democracy. Why? The causal link seems to be
two-fold. One is consistent with time-honored
common wisdom ever since Aristotle emphasized
the role of the middle class in maintaining stable
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democracy in his Politics. = Economic growth
inevitable enlarges the size of the middle class.
Newly forming middle class growingly demands
for more political and social freedom proportional
to their improved level of living. Also, as people
grow richer, democracy is one of the things they
want, and it becomes ever more difficult for
governments to deny them.

The other explanation is recently offered
by Rueschemeyer, Stephens, and Stephens, on the
basis of multiple case studies covering Europe,
South and Central America and the Carribean
countries. In an interesting way, they stress a
democratizing role of the working class.'?
According to them, industrial capitalism encou—
rages democracy by fostering structural conditions
that empower the working class. Democracy
emerges from and reinforces changes in the relative
balance of power among classes and social groups.
Capitalist industrial development is likely to
cause the power of the most intransigently
antidemocratic groups - such as landlords engaged
in labor-repressive agriculture — to decline.
Conversely, as the capitalist development goes
on, an expanding division of labor enlarges the
number of urban subordinate classes. Further—
more, it contributes to an increasing differentiation
of these subordinate classes. These subordinate

groups stand to gain more from an expanding

franchise and functioning representative institu—
tions than they would get otherwise. Therefore,
they press for more democracy and inclusionary
politics. In contrast, dominant classes tend be
hostile to more democracy to the extent that they
lose more than gain as the system expands to
include more subordinate groups.

In Europe where the industrial develop—
ment occurred step by step over an extended
span of time, the inclusion of social groups into
political arena proceeded sequentially, starting
from middle class first and then moving toward
on to working class. Compared to European case,
the political consequences of rapid industrial
development in Asia are to be determined by
the conjoining demands for democratization of
both middle class and the working class simul-
taneously. Nevertheless, economic development
has increased the size of the classes that stand
to gain more from a wider political franchise. A
growing size of the urban middle class and
working class are constituency demanding wider
inclusionary politics. Thus, it is reasonable to
say that economic growth tendentially improves
conditions for more democracy because it
widens a space in which a broader political
inclusion is possible. The following remark is
illuminative for this causal link:

We doubt very much whether South Korea’s Park Chung Hee or Taiwan’s Chiang
Kai—shek were themselves committed to the clear-cut democratic path taken by their
successors. But their decision to open up their economies and bring development to
the people put in motion the first real checks on their regimes political power and set

in motion the liberalization that came later.!*

Democracy, Economic Development
and Peace

Needless to say, the relationship between
economic development and democracy is not a
one-way traffic but a two—way interaction. Now
let me very briefly discuss the other side of the

coin : the role of democracy in economic deve—
lopment. Does democracy foster economic
development? Although quantitative research
yields a somewhat mixed result.'”> I would say
yes, at least, in the long run. As Mancur Olson

recently argues, democracy is far more conducive



to long-term economic growth than dictatorship,
even of an apparently benevolent kind.!® Eco—
nomic history — and, more recently, the historic
collapse of communism — shows that security of
property (protection from theft, legal or otherwise)
is the foundation for material progress. Security
of property is more firmly anchored under de—
mocracy than under autocratic rule. Regard for
individual rights is necessary for lasting democ—
racy and regard for exactly the same rights is also
needed if there is to be any lasting commitment
to security of property and enforcement of con—
tracts. That is, the conditions necessary for a
lasting democracy are the same necessary for the
security of property and contract rights that gene—
rates further economic growth consequentially.

Empirical researches also confirm a po—
sitive contribution of democracy to economic
development. For example, according to Surgit
Bhalla, a former economist of the World Bank,
an improvement of one mark (on a seven-mark
scale ranging from free to not free) in civil and
political freedom raises annual growth per head
by roughly a full percentage point.'” Thus, we
come to a conclusion that civil and political
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freedoms for _ material

advancement of individuals and sustained eco-

are prerequisites

nomic growth of mations. Not only economic
growth fosters democracy, but also democracy
helps further economic development.

Then, does democracy bring a safer and

more peaceful world? The relative pacifism of
democracies among themselves is widely ac—
knowledged in the relevant literature.'® There is
almost complete agreement among those who
have systematically and quantitatively analyzed
the empirical evidence that democracies rarely,
if ever, fight each other. The strong disposition
of democracies to avoid war each other seems
to be in nearly universal agreement among the
theorists of international relations. It is not an
exaggeration to comment that “they almost never
fight each other... This absence of war between
democratic states comes as close as anything
we have to an empirical law in international re-
lations.”"?
Why democracies are more pacifying
than non—democracies? According to Bueno de
Mesquita and Lalman, democracies are pacifying
because they can easily reassure each other:

Democracies confronting one another are less likely to engage in violence than are

mixed dyads because each believes the other is likely to be averse to using force (that
is, to be dovelike), and each state is more likely to be dovelike. Leaders averse to

using force who confront rivals also believed (with sufficient confidence) to be averse

to using forces do not use force.”

Between democracies and non—demo—
cracies such reassurance is impossible. However,
democracies are not weak in terms of their winning
capabilities once they are at war. According to
Lake, democracies have also been even about twice
as likely to win wars as have dictatorships.21 Thus,
democratization reduces the risk of war among
nations. By avoiding war each other, demo—
cratizing political systems would lead to a more
peaceful world order. More democracy would

also bring about an enhanced international
position of the country.

Conclusion: Implications for Future
So far, I have argued that free trade in the
Asia-Pacific region promotes economic prosperity
of both indivdual countries and the region as a
whole. Economic prosperity promotes and re—
quires democracy. Democracy, once established,

will make a positive feedback to a sustained
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economic development. And the growth and
maturity of democracies are likely to reduce the
level of international conflict and help neighboring
countries cooperate each other for a lasting peace.

If this line of argument is correct, the key
to open up the benign linkage is, first of all, to
promote national and international environ-
ments conducive to free trade and anti-protec-
tionist policies. Indeed, it is mainly through trade
and commerce that “developing nations learn
the important virtues required for civil society
and the rule of law: the importance of due
process, the value of hard work and primacy of
contracts.”?? Free trade contributes to prosperity.
Prosperity helps democracy to bloom, and extend
the “zone of peace.” 1t is in this connection that
Mr. Lee Kuan Yew; the former Prime Minister
of Singapore, correctly warned against the rising
tide of protectionism in his speech to the American
Congress in the 1980s that “the alternative to
free trade is not just poverty, it is war.’>

If all nations in the Asia-Pacific region
were to take the advantage of free trade, to become
democracies, and to engage in peaceful relations,
then we need more than just to emphasize the
importance of free trade. Free trade enhances
democracy and peace when none of the regional
countries take advantage of others. A positive
growth-democracy-peace link can not be realized
if trade serves only to the interests of a minority
at the cost of the majority, or if it is politically
manipulated to serve mainly to the expansionist
aims of the major powers.

A commanding reality in the Asia-Pacific
region is that no nation can prosper in isolation
from the others, However, in spite of the positive
development on the whole, there are still many
anomalous “Asian contradictions” that pose
serious challenges for the future. For example,
multilateral trade talks on the economic and
political agenda for the Asia-Pacific community
still lack a clear vision and common definition
of situations across the region. Some countries
call for an exclusive regional bloc that would
appear to exclude others in the region. Some even

fear that the U.S. is “scheming to transform the
APEC into a trading bloc with discriminatory
outside tariffs.” Skeptics further view that the
APEC is a ‘big brotherism’ in a new form, using
Asia as an alternative market the U.S. can
dominate, should the GATT round collapse.

In addition, many of the Asia people are
still kept in mired poverty amidst the booming
Pacific age. If this poverty persists, the region
can not enjoy long-term stability in trading, let
alone democracy and peace. Furthermore, hostility
and mutual suspicions, lingering danger of civil
war and territorial disputes are not likely to
disappear soon in Asia. Despite the coming of
the post-Cold War era and amongst the booming
economy and burgeoning democracy, military
build-up is still going on in many countries. A
new network of political leadership is called for
in the Asia-Pacific region in order to solve these
contradictions.?*

What is to be done if all nations are to
take the advantage of free trade, to become
more democratic, and to engage in peaceful
relations? At the multilateral level, there is a
need to institutionalize regular consultation among
summits on global and regional issues. The region
as a whole needs to upgrade its current level of
interdependence. For this, countries in the Asia—
Pacific region should cooperate together to make
the APEC framework work more effectively. The
authority of the APEC summit meeting can be
enhanced so as to better coordinate other regional
or sub-regional networks. Its scope can be further
increased to act as a functioning forum for security
cooperation, so that the mechanisms can also serve
to settle the regional disputes peacefuily, reducing
the endangering arms race as well.

A precondition for the extended scope
and authority of the APEC is that, first of all,
none of the members dominates the rest or commits
actions detrimental to the regional interest. Se—
condly, it must also serve positively to cater for
the global human interests, especially, in such
areas as education, health, environments, and
preservation of natural resources. Third, the scheme



should be made to produce substantial interna-
tional cooperation in promoting democracy,
economic development, peace and human rights
in Asia. For this, it is desirable to set up an
institution within the APEC framework which
monitors on regular basis the progress of the region
in achieving these objectives.

On national level, economic policies
should be kept open, not closed, among the coun—
tries in the region. Also, the region must be open
to imports and investments from the rest of the
world. Exclusive trading bloc and ‘big brotherism’
will hinder the growth of the open regionalism.
Open regionalism means not only the abolishment
of trade barriers inside the region. It also reguires
imposing no discriminatory barriers against the
rest of the world. Additionally, it should be em—
phasized that policies of providing helping hands
to those peoples and countries who are in extreme
poverty is very important in the process.

On the level of leadership, we need to foster
an emergence of a new, transformational lea—
dership, a leadership that is capable of nurturing
changes toward a positive loop on prosperity—
democracy—peace linkage. A new, transforma—
tional leadership is necessary in order to end the
old way of doing politics, and to facilitate changes
in the way people look at and act for politics in
the global age. Such a leadership has to pass the
test of democratic processes and build a new kind
of authority being called for in an age of the
‘grassroots democracy’. The task of transfor—
mational leadership is to nurture a renewed spirit
of community solidarity and foster active
citizenship to build democracy. In order to do
that, the leadership should be able to bring out
the best in most of their peoples at this crucial
turning point of human history.

Nations rose and fell. They grew, pros—
pered, and led the peoples successfully toward
the joy of democratic life, when the state was
capable of revitalizing the civic competence.
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Democracy, of which the basic principle is to
respect and enhance political freedom and human
rights, is the first and foremost ingredient in the
growth of the civic competence. Democracy can
bring the process of economic development under
humane control. Peace is possible when there
are democracy and economic prosperity. Peace,
in turn, makes democracy and economic pros—
perity real. Thus, the pivotal lynchpin of pros—
perity and peace is democracy. Therefore, the
future of Asia—Pacific region hinges largely
upon how to nurture democratic leadership
that could resourcefully work out measures
to fulfill a positive causal loop between eco—
nomy, polity and peace in the region.

In former Soviet Union and East Europe,
the collapse of communist regimes and recent
stagnation of their societies after the transition to
democracy were caused by a combination of grave
economic failure of the regimes and poor organi—
zations of their civil society. In Asia, however,
the prospect for deepening democracy is brighter
in that the authoritarianism is being kicked out
in the course of economic success and growing
social plurality. Economic development stimu—
lated the rise of civil society and a proliferation
of the nongovernmental organizations. Expan—
ding material base has also made the transition
to democracy relatively easier by producing
economic room for conflicting groups to make
mutual adjustment. For example, the relatively
smooth political transition in South Korea since
1987 was a lot indebted to the fact that the
growing economy provided rooms for major
contending groups to settle for negotiation and
compromise rather than direct confrontation.
Also, expanding industrial return largley explains
the current labor peace in South Korea. Thus,
I believe that growing economic dynamism in
the Asia-Pacific region will provide favorable
soil to the growth and emergence of a new and
more democratic leadership in the near future.
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