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Unit One

Has Europe Failed in Asia?

Europe is doing better economically in Asia than many
think. Its real weakness is political.

This weekend, 15 European leaders meet ten of their Asian counterparts in Bangkok for a
grand summit of East and West.' They will be in for a shock.? A decade or two ago, they
might have expected to be greeted with a mixture of anger and admiration — the traditional
cocktail® left behind by colonialism. These days, Asian views of Europe are more likely to com-

bine condescension with indifference. *

Europe's attitude to Asia will be under the microscope in Bangkok, because many Asians
see this as symptomatic of much that is wrong with Europe in general. *Europe is so inward-
looking that it has almost forgotten about the most dynamic economies® in the world. When
Europeans do notice Asia, it is only to complain that low-wage economies there are stealing

their jobs.

The notion that European businesses are lagging behind in Asia was fostered by the for-
mation of the Asia-Pacific Economic Co-operation forum (APEC), with its eye-catching annu-
al summits of Asians, Australasians and North Americans. ’APEC has caught and fostered a
mood of Pacific Rim chic. ® Boosters of APEC point out that far more trade now flows across
the Pacific than across the Atlantic. The United States does more than twice as much trade

with Asia (including Japan), as it does with Europe.

Europe’s share of Asian markets is indeed falling. In 1970, 25% of everything that Asian
countries imported was produced in Europe. Today the figure is just 15%. But the main rea-
son why Europe’s share of Asia’s imports has fallen has been the rise in intra-Asian trade. * In
absolute terms,'® EU trade with Asia has continued to grow fast and the pace has quickened
recently. By the end of 1994 the value of the EU’s total two-way trade with “emerging Asia”
(i.e. , Asia excluding Japan) had reached $ 212 billion. In the six years from 1988, the vol-

ume of trade between the two regions more than doubled.



Europe's trading relations with non-Japan Asia is also much more balanced than that en-
joyed by either America or Japan. Although America’s total trade with emerging Asia still out-
ranks the EU total, the EU is exporting more. '' In 1994 European exports totalled $ 99 bil-
lion, while America exported goods worth $ 91. 8 billion. America is running a huge trade
deficit with non-Japan Asia'’— now bigger than its deficit with Japan — but European trade is
roughly in balance. As a result Europe's trading relations with emerging Asia should be free of

many of the tensions that plague Asia’s relations with America and Japan. **

Not economics, politics'

When the picture shifts to individual industries, the idea that European companies have failed
in Asia falls apart. '* In China, the biggest Asian emerging market of them all, European com-
panies enter several key industries. Volkswagen, a German car maker, has 65% of the Chi-
nese car market. '° Alcatel, a French telecoms firm, owns the market for fixed telephone lines
and switching equipment. '’ Both companies have prospered in China because they got in before
their allegedly more Asia-conscious American and Japanese rivals. Alcatel’s factory in Shang-

hai is now the biggest manufacturer of telephone exchanges' in the world.

European countries tend to have a one-dimensional and rather cynical view of Asia. ™
They know it presents huge business opportunities and these will be at the top of the agenda in
Bangkok. The problem is that most European countries have not balanced their interest in
commerce, with a serious approach to Asia’s political and security problems. The leitmoti f*° of

the European approach to Asia has been a kind of cynical opportunism.

It is true that, for public consumption, European countries do occasionally make a fuss®
about human rights in Asia. But by their actions, as opposed to their rhetoric, European gov-

ernments often give the impression that they are not terribly concerned. %

Germany's chancellor, Helmut Kohl, has been an assiduous promoter of German com-
mercial interests in China. On one trip there in 1993 he managed to sign $ 4 billion-worth of
contracts, including one for Siemens® of Germany to build a subway system in Guangzhou in
southern China. German officials believe that the Chinese authorities appreciated Germany's

willingness not to push them over human rights, in contrast to the Americans.

If, as the business statistics suggest, European companies are performing well in Asia,
then perhaps part of their success could be explained by not having a foreign policy in the re-
gion. That at least ensures that nothing upsets good commercial relations. What would be the

point of engaging in costly public slanging matches with. say, China about human rights or
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about Taiwan?® It could damage European firms; it would probably have'little or no effect;

and Asian governments are not going to engage in serious talk with the Europeans on such

matters. .

Moreover, Europeans could (and do) argue that they have foreign-policy goals which
they share with America but which they pursue in a different way. On a range of issues —
whether it is negotiating China’s entry to the World Trade Organisation(WTO), or encourag-
ing Japan and South Korea to deregulate their markets — the Europeans support the Ameri-
cans, but are content to take a back seat to them. * Many Europeans congratulate themselves
for being more sensitive to Asian sensibilites? and more willing to acknowledge that a western

political blueprint cannot be imposed on Asia.

Turning Japanese?

The conclusion would seem to be that Europeans should act in Asia rather as Japan has
acted in Europe. Japan has managed to get by?’ quite satisfactorily for decades without wasting

time making foreign policy (time that could be better spent making money). Why not be like

Japan?

There are four main reasons. First, free-riding on America’s coat-tails may not be sus-
tainable for all that much longer. ** Second, European passivity, especially on trade, runs the
risk that the EU might find itself isolated in the face of an American-Asian alliance. Third, a
few European countries have specific policy concerns in Asia which are suffering because other
Europeans are unwilling to get involved. And fourth, Europeans in Asia face very different

circumstances from those faced by Japan in Europe.

How to have an Asian policy

What would this mean? Replacing an opportunistic approach to Asia with a more strategic

view would involve a more coherent approach in three broad areas: trade, security and politics.

Trade is one area where Europe does negotiate as a block, and where its ability to speak
with one voice helped to deliver the recent GATT agreement. It is, therefore, something on
which it should be possible to fashion a coherent European approach to Asia. ° Unfortunately,
Europe starts on weak moral ground, since it has pioneered a range of protectionist techniques

7 laws . to “voluntary” export restraints. * This means that if the Euro-

from “anti-dumping
peans insist on trying to impose western labour standards on poorer societies in Asia. they may
merely confirm their protectionist image.
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The fact that the European approach to trade is sometimes different from that of the U-
nited States should allay suspicions that a more active European role in Asia is simply code for
allying with America to foist western ideas on reluctant Asians. % If America adopts unreason-
able positions in trade talks with the Japanese, as it did when it demanded numerical® targets
for car exports to Japan, the EU should be prepared to say so. Similarly, there is no particular
reason why the EU should let the critical job of negotiating China’s entry to the WTO fall al-
most exclusively to America. *Over trade, a “European” policy would mean in effect sticking -

more closely to multilateral negotiations through the WTO than America is prepared to do.

When it comes to the second issue — Asian security — a Furopean policy would have to
rely largely on moral suasion,** since Europeans have no great military presence to back them
up in Asia. But there are still things that can be done. Once again, taking a more active ap-
proach to Asian security issues does not mean ganging up with America against Asia. Moder-

ating Chinese behaviour is in the clear interests of China's Asian neighbours.

On political issues, there is an obvious tension between attempting simultanecusly to fos-
ter friendly commercial relations with Asian governments and lending support to democratic
movements that some of these governments regard as subversive. ® But the tension can be
managed. It is perfectly possible to maintain cordial relations with the powers that be in Asia,

without co-operating in regression. ¥/

The European reluctance to press human rights issues too far in Bangkok is understand-
able, since there is a danger that this first meeting would then degenerate into® a shouting
match. But there are other ways in which Europeans should express their concerns about hu-
man rights. They need to make it clear that these will affect decisions on arms sales, aid policy

and political asylum.

Europeans should adopt — and then adapt — a slogan that Asian governments are fond
of: “constructive engagement”. This should mean engaging constructively with Asian soci-
eties, not just Asian governments: talking to Indonesia’s trade unionists, as well as its indus-

trialists.

Europe's leaders know that Asia's growing economic power demands that they take Asia

more seriously. Economically, Europe is not doing badly. Politically, it has barely begun.

Excerpts from
The Economist
March 2, 1996



A Whole New Game

Asia-European meeting seems to recast* relations

By Michael Vatikiotis and Shada Islam in Banghkok

It's been less than half a century since the last Europeans left Southeast Asia as colonial
rulers. Now they're back — not as conquerors but as equals, not as aid donors,** but in search

of trade and investment.

At the first Asia-European Meeting, convened in Bangkok in early March, leaders from
both regions spoke of turning their backs on history and building bridges to the future. "' Rep-
resented at the summit were the 15 European Union states, Asean’s* seven members plus Chi-

na, Japan and South Korea.

How times change. ** It wasn’t until mid-1994. when the EU adopted its Asia strategy
that it started to view the region with anything resembling respect. Impressed by Asia’s grow-
ing economic clout and global political ambitions, the EU decided its own credibility and pros-

perity required an alliance with Asia.

As a result, gone is the focus on aid. * Instead, Europeans used the Bangkok meeting to
plead for Asian assistance to rebuild war-ravaged Bosnia. **“Just as Europeans have decided to
make a $ 6-million contribution to the fund for making North Korea's nuclear industry safer,
Asians can help to reconstruct Bosnia,” says European Commission President Jacques Santer. *

South Korea pledged $ 1 million in aid to Bosnia at the summit.

Gone especially is the relentless Western lecturing on human rights. ¥ “We've moved from
confrontation to normal dialogues on the question,” stresses Manuel Mann, European commis-

sioner for Asian relations. *

For all the amity on display in Bangkok, trouble could still lie ahead. *° The EU intends to
push the World Trade Organization’s ministerial meeting in Singapore this December to link
trade to labour rights. EU officials insist they aren’t trying to impose a minimum wage on Asi-

a’'s emerging economies, only striving to eradicate forced and child labour.



Not everyone believes that. Says Walden Bello, head of Focus on the Global South. a
Bangkok-based non-governmental organization: “If a social clause is attached to trade agree-

ments, it will be abused for protectionism. ”*°

The summit didn’t adopt the ambitious trade-liberalization goals® established by the Asia-
Pacific Economic Cooperation forum, an 18-member grouping that includes the United States
and most of Asean. But the EU is pushing for a new multilateral accord to liberalize cross-bor-
der investments. “European investors will not come unless they have the certainty of liberal

regime in the countries receiving them,”*? says European Trade Commissioner Leon Brittan.

While some Asian leaders argue for less haste, both sides say the “close understanding”

achieved in Bangkok must be kept alive®® through follow-up encounters. *

“It's healthy to diversify our regional connections.,” says a senior Malaysian official.

“We've been the backyard of Japan and the U.S. for too long. ”

Far Eastern Economic Review'’
March 14, 1996

BACKGROUND

1. The first Asia-Europe Meeting(ASEM), initiated by Singaporean Prime Minister Goh
Chok Tong and sponsored by Thailand, was held in Bangkok on March 1~2,1996. The par-
ticipants vowed to forge a new comprehensive Asia-Europe Partnership for Greater Growth.
The partnership aimed to strengthen links between the two continents, “thereby contributing
to peace, global stability and prosperity,” the Chairman’s Statement said. The statement also
called for reinforcing economic co-operation, promoting co-operation in other areas and outlin-
ing a future course for ASEM.

On March 1, smiling leaders from 25 Asian and European countries lined up at the Queen
Sirikit National Convention Centre G¥Fi & L5 EH K 21 #.0>) and shook hands together to
herald the long march toward Asian-European partnership.

The hand-shaking opened the first Asia-Europe Meeting, which brought together one
king, four presidents, 16 prime ministers, three foreigx; ministers, one interior minister and
the president of the European Commission. After a short photo session, the participants held
closed-door meetings to discuss political and economic issues. There was no premeditated agen-
da.

2. A closing communigue issued by the first Asia-Europe Meeting called for much more

two-way investment, trade liberalization and support for the World Trade Organization. as
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well as laying out concrete steps to be taken as soon as possible to develop the relationship be-
tween the regions.

“Opportunities thus exist for both regions to expand the market for goods. capital equip-
ment and infrastructure-development projects, and to increase the flows of capital, expertise
and technology,” said the closing statement read by summit chairman and Thai Prime Minister
Banharn Silpa-Archa.

Plotting the future of the Asia-Europe Meeting, the declaration agreed to work on con-
crete projects such as drawing up within six months an Asia-Europe Investment Promotion Ac-
tion Plan, as well as creating an inter-business forum and a policy think-tank.

Other results included the following:

* Economic ministers to meet in 1997 in Japan;

* Foreign ministers to meet in 1997;

* Informal meeting of senior officials to be held in Brussels on ways to promote economic
co-operation between the regions, and in particular on ways to facilitate trade and investment;

* Leaders agreed to pursue systematic and progressive efforts to reduce nuclear weapons
globally , with the ultimate goal of eliminating the weapons;

* An Asia-Europe Foundation to be set up in Singapore, with contributions from coun-
tries of both regions.

Britain is scheduled to host the second Asia-Europe Meeting in 1998 and South Korea in
2000.

3. According to Chinese Foreign Ministry Spokesman Chen Jian, Premier Li Peng made
two speeches on March 1 to expound China's views on the Asian-European relationship and
the follow-up of the meeting.

“On the basis of equality and in a friendly manner. we will exchange views on co-opera-
tion in a wide range of areas on the building of a new Asia-Europe partnership oriented towards
the 21st century,” Li said.

He said the spirit of the meeting reflects the widely shared desires of Asian and European
countries for world peace and development and for inter-continental exchanges and co-opera-
tion.

“To maintain world peace, facilitate economic revitalization and promote common devel-
opment has become the main theme of our times and the shared aspiration of all peoples.” Li
said.

“Under these circumstances, to increase direct contacts and exchanges between statesmen
of Asia and Europe is conducive to the establishment of new, peaceful, stable, just and reason-
able international political and economic orders.,” Li said.

He said the new partnership should enshrine five features.

* Respect each other and treat each other as equals;

* Seek common ground while putting aside differences and draw upon each other's expe-
rience;

. 7



* Enhance mutual understanding and trust;

* Seek mutual benefit and complementarity;

% Look into the future and work for common development.

Li said the World Trade Organization should truly demonstrate its universality and open-
ness. Without the participation of China, which contains one-fifth of the world population,
WTO will be incomplete.

The premier suggested an ad hoc expert group be set up to study the status of investment
between Asia and Europe.

Li also suggested that another expert group should study the co-operation in farming tech-
nology, environmental protection and technical transformation and renovation of enterprises.

4. In addition to the major session at the first Asia-Europe Meeting, Chinese Premier Li
Peng seized every opportunity to meet with leaders from other countries.

He had breakfast with German Chancellor Helmut Kohl. Hokl's suggestion to make the
bilateral high-tech forum a practical institution to promote co-operation in the field of high-tech
met with immediate agreement from Li. Kohl also praised China’s “sensible” policy regarding
the Hong Kong issue, saying he believes the prosperity and stability of the territory will be
maintained after 1997 and will have a strong impact on the world.

On the eve of the first Asia-Europe Meeting, Li held talks with Thai Prime Minister Ban-
harn Silpa-Archa. Both leaders expressed satisfaction with the existing bilateral ties. Banharn
said that the establishement of an equal and mutually beneficial partnership is the target of the
Asia-Europe Meeting. He agreed with Li that “seeking common ground while shelving differ-
ences” is the principle of the first Asia-Europe Meeting. “Only with a view to this principle can
we solve problems. We should not interfere in others’ businesss,” the Thai leader was quoted
as saying.

Li Peng also held talks with President of the European Commission Jacques Santer. The
talks covered a wide range of issues, including trade, political dialogue, human rights and Chi-
na’s entry into the World Trade Organization. The Chinese premier urged the EU to lift all
forms of trade barriers against China so that the full energy of bilateral trade can be released.
Santer said that he understood China’s stance on WTO entry. He promised that obstacles will
not come from the EU. On human rights, Li explained to Santer that the disputes between
China and the EU can be removed through dialogue.

During a meeting with British Prime Minister John Major, Li Peng said there has been
momentum toward improved Sino-British relations thanks to efforts made by both sides. He
added that China and Britain share many interests in maintaining world peace and promoting e-
conomic development. On the issue of Hong Kong, Li said the two countries shoulder joint re-
sponsibility for realizing the successful transfer and smooth transition of power in Hong Kong
as well as maintaining its prosperity and stability. Major said the British side is willing to co-
operate with the Chinese side to realize the smooth handover of power in Hong Kong.

French President Jacques Chirac and Li Peng had a most cordial meeting ,thanks to recent
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rapidly restored and developed bilateral relations. Chirac said he thought highly of Sino-French
relations. Li expressed his appreciation for Chirac’s friendly statements on Sino-French rela-
tions.

5. The People's Daily published an editorial on March 3 to hail the success of the first A-
sia-Europe Meeting held in Bangkok, Thailand.

The article said the ASEM, held during a time of profound global changes, has drawn up
a framework for future relations between Asia and Europe, in which countries concerned can
deepen mutual understanding, reach consensus, establish mutual trust, boost further co-oper-
ation and map out the future of the two regions. While stressing that political dialogue between
the two regions should be conducted on the basis of mutual respect, equality and non-interven-
tion in each other's internal affairs; the editorial pointed out there is tremendous potential for

co-operation since both the Asian and European economies are dynamic and diversified.
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At the first Asia-European Meeting, convened in Bangkok in early March, leaders from

both regions spoke of turning their backs on history and building bridges to the future.
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