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Prologue

At the beginning of modernization, China has developed the policy of open-
ing up towards foreign investment via Special Economic Zones (SEZs) and
the opening of coastal cities and delta areas to get geo-economic and social-
cultural advantages in Asia. China has appealed to Greater China, namely
Hong Kong, Taiwan and Macao as well as overseas Chinese, for investment
in China’s market. The vertical division of labor among Hong Kong, Taiwan,
Macao and China has been gradually formed; this in turn shaped Greater China
as a sub-regional economic zone in East Asia.

After the end of the Cold War, the new wave of regional cooperation in East
Asia, which is based on open regionalism and led by the nations from within,
is shaping a new division of power in this region. As a regional internal power,
China per se pushes a strategy of regional cooperation in East Asia, i.e., China
drives Greater China via the Closer Economic Partnership Arrangement (CEPA)
and the Pan Pearl River Delta Regional Cooperation and Development Forum
(PPRD, 9+2)! as core of the strategy, and then via Association of Southeast
Asian Nations (ASEAN) -China (ASEAN+1), ASEAN-China, Japan and Re-
public of Korea (ASEAN+3) and Boao Forum for Asia (BFA) to lead the re-
gional cooperation in East Asia. Last but not least, China aims to zouxiang
shijie (go globally).?

The existing research on regionalism and economic integration in East Asia
are based on different approaches. Some analysis from theoretical and con-
ceptual perspectives explored the difference between the de facto integration,
namely market driven nature of the evolution of “regionalisation”, and the de
Jure integration, which means the state driven nature of “regionalism”.? Vari-
ous other studies set out the international trade and developmental perspec-
tives of economic integration and regionalism in East Asia, even sector by
sector.* In addition, a lot of academic works focus on the comparison of eco-
nomic integration and the possibility of cooperation in different regions; es-
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pecially under discussion is whether the European Union (EU) model can be
applied in other regions.’

Some research are thus based on industrial structure and industrial zones
perspective to explore whether the adjustment of structure is good at the eco-
nomic integration.® In terms of the perspectives of politics, government, and
governance, some studies indicate that whether states choose to enter regional
arrangements depend on the preferences of national policymakers and inter-
est groups, as well as the nature and strength of domestic institutions.” Other
studies from the comparative perspective set out the sub-regional cooperation
in terms of North-South concept in international relations, in which the shap-
ing of new order in East Asia is explored.® Some academic works thus ques-
tion the possibility of economic integration in East Asia from the perspective
of regional security.’

As aforementioned the new wave of regional cooperation in East Asia is
shaping the new interstate power relations. Each of these theoretical and em-
pirical studies alone cannot completely explain China’s aforesaid develop-
mental strategy on East Asian regional cooperation. In this article the way, in
which China puts this strategy into play and makes Greater China the power-
house of East Asian regional cooperation, will be analyzed with the perspec-
tives of the division of labor and division of power in a multilateral framework.

Division of Labor within Greater China
Historical Background

Since 1979 China has pursued modernization, which was based on devel-
opment strategy at the initiative of Deng Xiaoping.'? Therefore China devel-
oped an open-door policy toward foreign investment through the establishment
of SEZs and the opening of coastal cities and delta areas.!! Taiwan’s economy
was in the meantime threatened, because other low-wage countries attracted
capital and promised higher profits, which put a stop to the successful con-
tinuation of export-led growth, and foreign capital was gradually transferred
from Taiwan into China’s market. After 1981 Taiwan entered successfully into
the era of high-technology industries, including information, biotechnology,
electronics, and precision instruments.'?

From the perspective of comparative economic advantages, Taiwanese com-
panies regard China’s cheap and abundant labor, vast land, huge domestic
market, and strong engineering and technological capacity in selected indus-
tries as complementary to Taiwan’s abundant capital, manufacturing experi-
ence, management skills, and some research and development capacity. These
economic interactions, based largely on vertical division of labor, can encour-
age industries in China to concentrate on low value-added manufacturing while
allowing Taiwan to accelerate industrial upgrade. China’s traditional orienta-
tion toward heavy industries and large state-owned enterprises can therefore
be balanced by Taiwan’s small and medium-sized firms investing in China, in
which these firms can use their well-established production and marketing
networks to help similar firms in China enter into the international market.!?
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At the end of the Cold War, Taiwan decided in November 1987 that Tai-
wanese citizens could be allowed to tangin (visit relatives) in mainland China.
The legalization of travel in turn sharply accelerated the growth in trade be-
tween Taiwan and China. In 1988 guo wu yuan (the Chinese State Council)
promulgated a set of 22 measures to encourage investment from Taiwan, which
guaranteed that Taiwan’s and Hong Kong’s establishments would not be na-
tionalized, that their exported goods would be exempt from export tariffs, and
that their management could have complete autonomy in running their firms
in mainland China. The delta area (the Hong Kong-Shenzhen-Guangzhou
triangle) has been fashioned by the Chinese government as kaifang tequ (open
district) to pioneer many innovations, for example out processing and stock
trading. After establishing sourcing networks, the Hong Kong and Taiwanese
firms then engage in cross-border production management.

The opening of China’s market, the continued high valuation of the New
Taiwan Dollar, and the termination of Taiwan’s Generalized System of Prefer-
ence Status by the US in January 1989, as well as China’s definition in 1994
on the characteristic of Cross-Strait economic interactions as zhongguo zhuti
tong qi dandu guanshuiqu zhi jian de jingmao jiaoliu naru duiwai jingmao
guanli tixi jinxing guanli (the trade between China and its separate tariff zone
is handled under the foreign trade management system), made the Chinese
market increasingly attractive to Taiwanese businesses. The resulting trend
was thus toward growing material interdependence among Hong Kong, Tai-
wan and China. This interdependence was reflected in the crystallization of a
sub-regional division of knowledge and labor among Hong Kong, Taiwan
and Guangdong as well as Fujian province in China.'

Hong Kong and Taiwan were therefore capable to move up the industrial
technology ladder by shifting their labor-intensive industries to low-wage re-
gions in Southern China. This change has involved economic cooperation
across the Taiwan Strait as well as in the Pearl River Delta. Without any direct
links between Taiwan and China, most of the flow of people and money tar-
geted on Fujian province has passed through Hong Kong and Macao. (See
Tablel) The Cross-Taiwan-Strait area was subordinated to the developments
in the Pearl River Delta within the Greater China bloc."”” The model of eco-
nomic cooperation between Hong Kong and the Pear]l River Delta has thus
developed as giandian houchang (front shops, back factories).!¢

With this new development, Taiwanese investment in mainland China has
shifted from labor-intensive, low value-added and short-term operations to
more capital-and technology-intensive industries with longer investment ho-
rizons such as automobiles, computers, machinery, and petrochemicals.
Taiwan’s largest and the world’s seventh largest PC maker—Acer Computer
Inc.—has invested in Suzhou, Jiangsu province to manufacture monitors, and
half of the capital is valued as technology transfer. In addition, some Taiwan-
ese computer and information processing companies have planned to create a
2 km 2 science-based gongye yuanqu (industrial park) in Shanghai in order to
promote computer and telecommunication industries.!”

Taiwan’s government was and remains afraid that the massive one-way
outflow of capital and the relocation of high-tech industries to mainland China
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Table 1
Cross-Strait Indirect Trade Volume via Hong Kong
Unit: USS Million

Year Taiwanto  |Compared with the | Mainland to Taiwan [Compared with Total

Mainland same period the same period

of last year (%) of last year (%)

1984 425.5 170.7 127.8 429 553.2
1985 986.8 131.4 115.9 -9.5 1102.7
1986 811.3 -17.8 144.2 24.4 955.6
1987 1226.5 51.2 288.9 1004 1515.5
1988 22422 82.8 478.8 65.7 2720.9
1989 2896.5 29.2 586.9 22.6 3483.4
1990 3278.3 13.2 765.4 304 4043.6
1991 4667.2 424 1126.0 47.1 5793.1
1992 6287.9 34.7 1119.0 -0.6 7406.9
1993 7585.4 20.6 1103.6 -14 8689.0
1994 85172 12.3 1292.3 17.1 9809.5
1995 9882.8 16.0 1574.2 21.8 11457.0
1996 9717.6 -1.7 1582.4 0.5 11300.0
1997 9715.1 0.0 1743.8 10.2 11458.9
1998 8364.1 -13.9 1654.9 -5.1 10019.0
1999 8174.9 -2.3 1628.2 -1.6 9803.1
2000 9593.1 17.3 1980.5 21.6 11573.6
2001 8811.5 -8.1 1693.9 -14.5 10504.8
2002 10322.7 17.2 1710.6 1.0 12033.4
2003 11,789.4 14.3 2,161.1 26.5 13,9504
1. 2004 866.5 -2.5 183.0 3.2 1,049.5
2.2004 972.4 32.0 190.4 525 1,162.8
3.2004 1,156.9 15.8 219.2 26.1 1,376.1
4.2004 1241.6 32.0 200.4 20.7 1,442.0
5.2004 1,202.3 24.7 205.5 24.0 1,407.8

Source: [http://www.mac. gov. tw/ english/index1-e.htm] (assessed on 28 July 2004).

will accelerate unemployment and eventually lead to deindustrialization in
Taiwan. So early in January 2001, Taiwan authorized xiao san tong (Mini-
Three Links), namely direct trade, communications, and travel between the
two small islands Kinmen/Matsu and the Chinese mainland.’® Taiwan further-
more released in November 2001 the mainland policy jiji kaifang youxiao
guanli (active opening, effective management). This policy was based on the
upgrade of Taiwanese industries, but the upgrade of industries was and re-
mains zigzag, and still has no breakthrough. In addition, Taiwan’s ruling party
minjindang (Democratic Progressive Party, DPP) was torn between economic
interactions with China and political independence from China. These two
major reasons gradually depressed Taiwan’s economy, which in turn enhanced
the investment of Taiwanese industries to China.

Since China has been acceded into the World Trade Organization (WTO),
its economic growth remains steady, but the economies of Hong Kong and
Macao have not fully recovered from the attack of Asian financial crisis in
1997 and Severe Acute Respiratory Syndrome (SARS) epidemic in 2003. Hong
Kong, Macao and Taiwan therefore depend materially on the hongguan
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tiaokong (macroeconomic control) of China, even with 70% foreign direct
investment (FDI) of mainland China still coming from Hong Kong and Taiwan.
Hong Kong and Taiwan are not capable to insist as heads of the vertical division
of labor anymore.'” Therefore the functional division of labor within Greater China
is transformed into the institutional way, which is headed by China.

The Institutional Framework of Division of Labor within Greater China:
CEPA and PPRD

After 26 years of reform and opening-up, China has radically liberalized its
economy, and its ability to intake FDI is growing steadily. China’s technology
exports continue to grow rapidly, and one of the most important reasons is
mainland China’s production getting a boost from Taiwanese companies that
have moved their operations to China. Taiwanese firms are also important
suppliers of components to leading computer companies in China, which they
increasingly plan to use as a base for exporting goods to the rest of the world.
China’s largest exporter in 2002 was Honhai Electronics, a Taiwanese manu-
facturer of computer parts, which exported $4.38 billion worth of goods. China
has accounted for 30 percent of the region’s electronics exports in 2003.%°

In addition, there are predictions that by 2006, chip manufacturing in Shang-
bai will be as big as that in Taiwan, which will make China an important
competitor of Taiwan. Therefore the division of labor between Taiwan and
China is not exclusively vertical but also horizontal. Recognizing the engi-
neering and technological capacity and skilled work force in some of China’s
large state-owned enterprises, Taiwanese companies have begun to ally with
them to co-produce some relatively technology-and skill-intensive products
such as major computer or vehicle components and parts. In the automotive
industry for example, some Taiwanese auto companies have become a crucial
link between US and Japanese multinational automakers and those in China.
China’s total exports grew eightfold—to over $380 billion —between 1990
and 2003. In 2002 China accounted for 16 percent of the growth in world
economy, ranking second only to the US. Taiwanese industries are fully aware
that the only way it can remain competitive in the global market is to relocate
production plants to China, as it has been doing for some time. This trend
accelerated after China’s and Taiwan’s WTO accession.”!

Hong Kong’s economic model was and remains based on being open to
trade and investment flows from all over the world, and on providing a world-
class business platform that those within the region and beyond may use and
benefit from.?? With its strategic location at the doorway to mainland China
and on the international time zone that bridges the time gap between America
and Europe, Hong Kong has been performing as a global center for trade,
finance, business, and communications.” Hong Kong’s status as a gateway to
China would be consolidated after China’s participation in the WTO. Hong
Kong would become the base of operations for many multinational businesses,
particularly the international small-and medium-sized enterprises.**

But after Hong Kong’s handover to China, the direction of Hong Kong’s
development is torn between internationalization and mainland orientation.



Wang 43

The recovery of Hong Kong’s economy, especially real estate, the stock mar-
ket, and tourism, which had been affected by the 1997 Asian financial crisis
and the SARS epidemic, therefore has much to be gained from economic
integration with Pearl River Delta. Hong Kong’s economic prospects will de-
pend on successful interactions with China in such areas as finance, logistics,
and tourism and on cooperation in developing new business opportunities.?

In order to give a hand to Hong Kong and Macao in their recovery from
economic depression, and to set example of China’s reunification for Taiwan,
China released a series of measures, especially the signing of CEPA with Hong
Kong on 29 July 2003 and with Macao on 27 October 2003. Both of the
CEPAs were put into effect on 1 January 2004.° On 17 May 2004 China also
offered Taiwan the possibility of joining the CEPA, in which greater market
access to China for Taiwan’s products, especially agricultural products, is guar-
anteed. ¥’

This offer drove Taiwan’s DPP ruling government into dilemma. From the
view of the Taiwanese government, this offer can further hollow out Taiwan’s
capital and industries, but if Taiwan doesn’t join in this preferential arrange-
ment, Taiwan may be marginalized not only by the market of Greater China,
but altogether by the China-ASEAN Free Trade Area. Taiwanese government
remains torn between national security and economic development, and hopes
to negotiate officially with China for other alternatives, but due to the differ-
ent appreciations between China and Taiwan on yige zhongguo yuanze (the
principle of one China), there is still no response from China.

The CEPA cooperation among China, Hong Kong and Macao let Hong
Kong and Macao enjoy a head-start to enter China’s market and a wide range
of market preferences, namely measures to facilitate investment, a new zero
tariff on many Hong Kong and Macao products, and the opening up of China’s
market to the Hong Kong and Macao services sector. These preferential ar-
rangements are not committed to any other WTO members,”® and they pro-
vide opportunities for Hong Kong to enhance its status as Asia’s service hub.
China has agreed to allow Hong Kong’s banks to conduct personal Renminbi
business. Since 4 August 2004 Macao’s banks are also allowed to run Renminbi
services (deposit, exchange, credit card and remittance). It will enhance Hong
Kong’s and Macao’s competitiveness and thus help further strengthen Hong
Kong’s position as an international financial center. The gerenyou (individual
visit) scheme has also brought tremendous opportunities to Hong Kong’s and
Macao’s tourism and other related sectors.?’

Hong Kong is China’s third largest trade partner, second largest export
market, and biggest source of foreign investment. At the end of 30 May 2004,
a total of 300 million Hong Kong dollars of goods produced in Hong Kong
and Macao have entered into China’s market at zero-tariff. Within the same
period, over 300 Hong Kong and Macao enterprises have applied for sharing
the treatment offered by CEPA, with many of them, including banks, telecom
companies, logistics companies, having been approved® (See Table 2).

In regards to the framework of PPRD, China appreciates the serious devel-
opmental gap among the eastern, middle and western parts of China, and the
challenge of economic globalization, as well as the operation of China-ASEAN
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Table 2
Statistics on Application for Certificate of Hong Kong Service Supplier
(As of 31 December 2004)
Service Sector No. of No. of
Applications Applications
Received Approved
1 |Legal service 6 6
2 |Construction professional 34 31
service and construction and related engineering
services
3 |Medical and dental services 1 1
4  |Real estate services 8 7
5 |Advertising services 51 48
6 [Management consulting and convention and 34 26
exhibition services
7 | Value-added telecommunications services 25 20
8 |Audiovisual services 7 6
9 |Distribution services 211 204
10 |All insurance and insurance-related service 3 3
11 {Banking and other financial services (excluding 5 5
insurance and securities)
12 |Tourism and travel related services 1 1
13 |Transport and logistics services 328 310
14 |Trade mark agency services 1 0
Total 715 668

Source: [http://www.tid.gov.hk/print/English/cepa/hkss_statistics. html] (assessed on 9 January 2005).

Free Trade Area in 2010. Therefore the PPRD was established on 1 June 2004
with full support from China.*! From China’s view the PPRD group is compa-
rable to the 10-nation ASEAN in terms of its population, scale of economy,
total volume of external trade, and intake of foreign investment. Working as
one it can produce powerful scale-economy effects for promoting this re-
gional synergy, and it will raise the level of opening up to allow regional
enterprises to participate more fully in international competition and coopera-
tion. China’s accession to the WTO, the implementation of CEPA, and the
anticipated establishment of the China-ASEAN Free Trade Area have created
the sine qua non for the PPRD region to upgrade the industries and to tap
international resources and markets.*

In addition, in the 26 years since China adopted the opening up policy,
thousands of businessmen from Hong Kong and Macao came to invest in the
PPRD region. The manufacturing industry in the PPRD provinces and regions
need to go to the world through the service industries in Hong Kong and
Macao. In dealing with China’s consistent economic growth, Hong Kong and
Macao face changes in their economic mechanisms and in need to rely on the
scientific and technological forces from China to support these changes. The
building of the PPRD is China’s support policy to Hong Kong and Macao
while giving a stage to Hong Kong as the center of service industry and Macao
as the region platform of business and trade service.*® Several major cross-
boundary infrastructure projects, be it roads, railways, or bridges, will strengthen
Hong Kong’s and Macao’s links with the PPRD.*



Wang 45

From Hong Kong’s view, the major driving force behind closer coopera-
tion between Hong Kong and other PPRD provinces comes from the unique
and different advantages each of them possesses, which enable Hong Kong to
stagger its individual focuses and complement one another. The PPRD prov-
inces are important manufacturing bases and consumer markets, and in terms
of resources and market access, stand at the forefront of the country. Hong
Kong, on the other hand, boasts advantages in the areas of capital finance,
information, services, marketing etc., and may serve as a high value-added
services center to help upgrade the regional economy. With its highly open
and cosmopolitan outlook, Hong Kong can also act as an intermediary for
external economic co-operation, linking the PPRD region and the rest of the
world.*

From Macao’s view, as a small export-oriented economy its dynamics greatly
rely on its external cooperation. Direct investment in Guangdong from Macao
surged a year-on-year 90.1 percent to US $274 million in 2002,** the CEPA
provided institutional security to the closer cooperation between Macao and
China. The Pan-Pearl River Delta regional cooperation would further provide
Macao with new opportunities and richer resources.’’

The ruling principle of division of labor in the framework of CEPA and
PPRD is as aforementioned, not longtou longwei (who is head of dragon, who
is body of dragon) but complementary and win-win, (See Table 3) i.e., China’s
development relies strong on Hong Kong’s and Macao’s international trade
ties, while Hong Kong and Macao’s development needs the support of China.
Hong Kong shall bring into full play its position as the regional center of
finance, logistic and business, and Macao shall develop its tourism and enter-
tainment industry.® Besides, Macao could take an important role in regional
cooperation through its relationship with the Portuguese-speaking countries
and with Chinese entrepreneurs abroad.®

Since the implementation of the CEPA and PPRD, Hong Kong’s and Macao’s
economies are better off, notably the service sector via individual visits,* but
the manufacturing industries did not benefit from CEPA and PPRD as ex-
pected. Unemployment, especially for low-level workers, is still unsolved.
The wealth gap in Hong Kong and Macao is still big,*! the provinces of PPRD
are short of infrastructure, and the qualities of human resources are relatively
low. These in turn are not good at transformation of know-how. That is the
reason why cooperation within the PPRD is not proceeding as easily as
planned.”? In order to solve these problems, the CEPA II was signed on 27
October 2004, and became effective on 1 January 2005.** According to the
CEPA 1II, Hong Kong’s and Macao’s investment in China and exchange of
human resources among them are made easier, and almost all of Hong Kong’s
products are allowed to be exported to mainland China with zero tariff.*

Greater China’s Engagement in East Asian Regional Cooperation
Various studies indicate that there are two waves of regionalism after World

War II. The first wave of regionalism took place from the late 1950s through
the 1970s. The most recent wave of regionalism has risen in the wake of the
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Table 3
The Signed Contracts Volume of CEPA/PPRD Trade Fair
(As of 17 July 2004, listed by sectors and by provinces/regions)

Sectors Number of contracts |Contract value Occupying proportion
(billion yuan) of the total value (%)
Energy resources 85 68.8 3991
infrastructure
Industry and investment 452 559 32.43
Trade and Commerce 100 24.8 14.36
Tourism 37 3 1.77
Agriculture 60 4.5 2.59
Sanitation 58 5.2 2.99
Communicational 36 83 4.8
construction
Environmental protection | 5 2 1.16
Labor 7 feen
Provinces/regions Number of contracts Contract value (billion yuan)
Fujian 69 11.8
Jiangxi 77 15
Hunan 111 18
Guangdong 710 163
Guangxi Zhuang Autonomous 128 18.2
region
Hainan 60 19
Sichuan 59 4.8
Yunnan 39 13.3
Guizhou 86 23.2
Hong Kong SAR 313 56.3
Macao SAR 28 2.3

Source: [http://www.newsgd.com/specials/panprdforum/deltanews/200407200026.htm] (assessed on
13 January 2005).

Cold War’s conclusion. Some actors in the international system are actively
promoting and participating in this process. Scholars of the new regionalism
see regionalism as a means to greater access to global markets. Most of them
recognize that in practice, regionalism is rather more multifaceted and multi-
dimensional than in the past.*

The countries in East Asia are diverse in historical background, political
system, economic structure, and religious, social and cultural dimensions. In
the first wave of regionalism in East Asia, Japan was the first economic miracle.
It was followed by ‘The Four Little Dragons”, namely Hong Kong, Taiwan,
Singapore and Republic of Korea (ROK), and in the 1980s by Malaysia and
Thailand. China, Indonesia and Vietnam appeared as poor-East Asian econo-
mies. Market-driven integration has been occurring in East Asia since the mid-
1980s through increased trade and investment linkages. This process has been
driven by unilateral reforms in individual economies and by the logic of the

“flying geese” pattern of relocating production processes to cheaper areas
abroad as domestic costs rise.*
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The new wave of regional cooperation in East Asia, which is shaping the
new division of power through new bilateral and multilateral regional prefer-
ential agreements, is motivated by the following factors. The first is the con-
cern to reduce risks of financial contagion and unusual exchange rate instability,
the damaging effects to which were made clear by the Asian financial crisis in
1997. A second key reason is the perceived need by other economies of the
region for stronger cooperation with China, notably after its accession to the
WTO. A third factor is the interest of business communities in getting prefer-
ential access to foreign markets. Other factors include the move by many
economies, especially the more developed ones in the region, to lower their
average tariffs, and the growing recognition of the value of harmonizing stan-
dards and regulations, as long as they do not impede trade; as well as the
higher concentration of trade among regional partners in East Asia.”’ Besides,
trade liberation within the ambit of the WTO and the Asian Pacific Economic
Cooperation (APEC), which had no contribution to the countries concerned to
recover from the Asian financial crisis, were not making substantial progress,
and this would be compounded by the rapid expansion of economic integra-
tion in Europe and the Americas.*®

China’s View on East Asian Regional Cooperation

In view of the Asian economic crisis of 1997, the Chinese leaders believed
that the keen competition for markets and resources in the context of global-
ization and the enhancement of regional cooperation let the external factors
more opportunities to influence the economic development of one country.
Hence, the strengthening of coordination among governments concerned will
become all the more essential. Therefore the Chinese leadership hopes to cre-
ate a multi-polar world, in which the major powers can develop friendly ties
with each other and in which non-zero-sum games are the norm. Furthermore,
the emergence of regional powers and regional organizations in the develop-
ing world will help to bring about a multi-polar order, which is different from
the traditional one dominated by a small number of major powers.*

In this regard, former Chinese Premier Zu Rongji expressed at the first an-
nual conference of BFA on 12 April 2002, that China per se as a regional
power in East Asia has the following patterns to establish the multi-polar order
in Asia: 1. Economic cooperation as the key focus and develop comprehen-
sive cooperation in a step-by-step way, in which trade and communications,
agriculture, information and energy can be made priority sectors of coopera-
tion, and then enlarged to include other sectors, 2. Pan-Asia cooperation, 3.
Step up bilateral cooperation to consolidate the basis of regional cooperation,
which is an open one.*

Chinese State President Hu Jintao further indicated at the conference of
BFA on 24 April 2004, that China has been extensively involved in the vari-
ous mechanisms of Asia-based regional cooperation via multilateral institu-
tional building like free trade areas and security areas, and via bilateral
preferential arrangement like free trade agreement, cuitural interaction and
personnel exchanges as well as military security dialogue mechanism. The
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Chinese enterprises are also encouraged to take Asia as their principal desti-
nation for the “going global” strategy.’!

The Way of Engagement: Joint Development via Track I and Track Il

Greater China developed jointly with it neighbor countries in East Asia
under the preferential arrangement of CEPA and PPRD via track I (ASEAN+1,
ASEAN+3) and track II (BFA). Before formal ties between ASEAN and China
were established in 1991, they were marked by mutual suspicion, mistrust
and animosity largely because of China’s support for the communist parties in
ASEAN countries. Due to the reorientation of China’s foreign policy, the nor-
malization of relations with China in 1990 by Indonesia and then Singapore
and Brunei Darussalam acted as a catalyst to set the path for China’s admis-
sion into the ASEAN Regional Forum (ARF) in 1994 and a full dialogue part-
ner of ASEAN in 1996.%

Chinese decision makers perceive China and the ASEAN states as develop-
ing countries in Asia, and have a considerable sense of common identity, and
hold similar views on values, human rights, democracy, as well as many is-
sues in international affairs.”® In the economic crisis of 1997, Chinese leader
promised not to devalue the Renminbi, which in turn avoided another round
of competitive devaluations among Asian currencies, as an important contri-
bution to stabilize the financial markets in Asia and a sacrifice on China’s part.
This view was also shared within ASEAN >

After the economic crisis of 1997, ASEAN and China agreed to focus their
cooperation on five priority areas, namely agriculture, information and com-
munications technology, human resource development, Mekong River Basin
development, and two-way investment.>> There are natural affinities between
PPRD and portion of Southeast Asia, such as the headstream of Mekong River
is in PPRD, and labor-resource-technologies are complementary. Therefore China
integrates the geo-economic and socio-cultural advantages of CEPA and PPRD as
a sub-regional economic zone to develop natural resources with ASEAN, and
engages actively with its neighbor states in East Asian regional cooperation.

As for investment, 1999 total FDI into ASEAN from China stood at US$78
million and this has doubled to US$150 million in 2001. The potential for the
inflow of Chinese investments to ASEAN is promising due to the Chinese
government’s policy of encouraging its businessmen to go global with prior-
ity given to its neighbouring countries.®® China’s WTO accession means more
opportunity for its East Asian neighbors in China’s markets. China will import
more from East Asia, which is expected to increase more than 6 percent of
global gross domestic product (GDP) by 2005. All countries in East Asia will
benefit, and the scope is especially large for Japan and the newly industrializ-
ing economies (NIEs), yet still quite significant for the middle-income coun-
tries and the lowest-income countries. Besides, China’s WTO accession also
offers the rest of the region the opportunity to import cheaper and more effi-
ciently produced intermediate inputs into production processes.’’

Although a market-oriented and prosperous China offers clearly economic
opportunities to the developing economies of Southeast Asia, particularly the
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nations of ASEAN, China also represents a source of economic competition
for Southeast Asia. It becomes a direct rival in certain markets, such as Japan,
and for certain products, especially raw materials and agriculture. Equally
important for ASEAN is China’s capacity to intake FDI, particularly from Ja-
pan, Hong Kong and Taiwan, thereby reducing FDI in the ASEAN region.
After China’s accession in the WTO, the new pressure from competition in the
third market will further sharpen China’s competitiveness and its ability to
win market shares. Southeast Asia is an integral part of China’s security envi-
ronment, where it is entitled to exercise preeminent influence. The countries
of Southeast Asia are acutely aware of China’s immensity.”® Many ordinary
Asians even believe China wants to take over Asia.”

In order to enhance competitiveness, the ASEAN Free Trade Area (AFTA)
became effective on 1 January 2002 for the original six ASEAN members,
while longer timetables will apply to the new members: 2004 for Vietnam,
2006 for Laos and Myanmar, and 2008 for Cambodia.®’ In addition, ASEAN
engages actively with India, Russia, Japan, USA, Australia, New Zealand and
EU to counterbalance China’s power in the new power arrangement of East
Asia.

In order to counter the “China threat theory” and eventually “soft” contain-
ment from neighboring countries and regions, China released the policy of
heping jueqi (peaceful rise), which implied that China must seek a peaceful
global environment to develop its economy. In this regard, China’s Asia Policy
is mulin fulin anlin (good neighborhood, prosper the neighbor and safeguard
the neighbor) on the basis of United Nations Charter and heping gongcun
wuyuanze (the Five Principles of Peaceful Coexistence).®’ China and ASEAN,
based on the principles of giutong cunyi (agree to disagree) and win-win,
therefore signed four agreements in November 2002 on Free Trade Area, on
cooperation in areas such as drug trafficking, and on agricultural cooperation
as well as on Declaration on the Conduct of Parties in the South China Sea.
Furthermore in the Bali Summit 2003 both parties signed the Joint Declaration
on the Strategic Partnership for Peace and Prosperity and China’s accession to
the Treaty of Amity and Cooperation in Southeast Asia.* In addition, China
has expressed its willingness to work with ASEAN for its early accession to
the protocol to the Treaty on Southeast Asia Nuclear Weapon-Free Zone,*
and is ready to set up a military security dialogue mechanism with other Asian
countries, as well as actively promote confidence-building cooperation in the
military field.* China furthermore supports ASEAN as the major driving force
in ARFE.%

As for the free trade area, the agreement of ASEAN-China Free Trade Area,
which is regarded by China as an example of South-South cooperation, will
eliminate tariffs and non-tariff barriers to goods and services, but give special
and differential treatment and flexibility to the newer ASEAN member states
Cambodia, Laos, Myanmar and Vietnam. China also decided to help Cambo-
dia by writing off its debt, said be about $200 million.’’ In terms of goods,
ASEAN members will thus have access to the more open and growing Chi-
nese market, where import tariffs on ASEAN manufactured products will con-
tinue to come down from 15 to 10 percent in the following years. Quotas and
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quantitative restrictions will be removed and replaced by tariff quotas. This
will be important for ASEAN agricultural products such as palm oil, rice, and
sugar. In terms of the services sector, China will open up its services sector
under its WTO accession commitment over the next years, which is especially
important for ASEAN economies in professional services, tourism, finance,
telecommunications and the possibility of some professional labor migration.
Other non-tariff barriers and investment-related measures, such as local con-
tent and trade-balancing requirements, will also be removed immediately or
gradually.®®

A study by the ASEAN secretariat estimates that the ASEAN-China Free
Trade Area would raise ASEAN’s exports to China by 48% and China’s ex-
ports to ASEAN by 55%.% At the same time, the combined GDP of ASEAN,
under the assumption of 6% annual growth rate in ASEAN and 7% in China,
would expand by at least US$1 billion while that of China by some US$ 2.3
billions.” In order to receive the benefit of ASEAN-China Free Trade Agree-
ment earlier, the “early harvest program” was released. ! Thailand and China
thus had initiated a zero tariff for vegetables and fruits in October 2003, through
the China-Thailand Early Harvest Programme Acceleration Agreement result-
ing in a 143 percent increase for Thai exports to China.”? The “early harvest
program” comprised over 500 commodities commenced in January 2004.
The negotiations for services and investment have begun, and the dispute
settlement mechanism (DSM) had been established on 29 November 2004.
ASEAN and China are targeting to hit the $ 78.2 billion mark in two-way
trade by 2005."

In terms of the development of human resources, China shared US $5 bil-
lion with the ASEAN-China Cooperation Fund for development of human
resources activities,’* increased its investment in the development of the
Mekong River Basin by assisting in the implementation of the Quadripartite
Agreement on the Commercial Navigation of the Lancang (in PPRD region)-
Mekong River, participated via PPRD in networking of Kunming(in PPRD
region)-Bangkok Highway and a Pan-Asia Railway,” as well as contributed a
sum of US$ 5 million to help regulate some sections of the navigation channel
within the territories of Laos and Myanmar.”

With the growing middle class population in PPRD, ASEAN exports of
food and agricultural products could increase. ASEAN would become an im-
portant market of China for raw materials and industrial components as China
develops rapidly.”” The foreign trade value between ASEAN and PPRD area
hits US$ 18.52 billion in the first half of 2004, accounting for 38.7% of the
total trade between China and ASEAN. As a big production base, the PPRD
imports raw and processed materials from ASEAN. ASEAN becomes an im-
portant market for the PPRD in exportation. Besides, with CEPA’s implemen-
tation, Hong Kong and Macao turned out to be active foreign trade bridges for
the PPRD. In the first half of 2004, the import and export value between PPRD
and ASEAN via Hong Kong and Macao hits 106.4 billion, accounting for
60% of the total trade value between the two regions.” (See Table 4) In order
to promote more two-way trade, China hosted the regular ASEAN-China ex-
position in Nanning, PPRD, and promoted fairs on investment policies in China
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and ASEAN member countries, as well as encouraged Chinese enterprises to
make ASEAN a priority investment destination.”

ASEAN is furthermore expected to grow by 5-6 percent annually up to
2008, and China is expected to grow by 8-9 percent between 2004 and 2008.
China has already become ASEAN’s strategic partner, and ASEAN gradually
views China as more an opportunity than a competitor.** ASEAN and China
further agreed to strengthen cooperation in five priority areas: politics, economy,
social affairs and security, as well as regional and international issues. China
supports the initiative for ASEAN integration (IAI), which drives ASEAN to
deepen as ASEAN Economic Community,® and Brunei Darussalam- Indone-
sia- Malaysia-Philippines East ASEAN Growth Area (BIMP-EAGA) to bridge
the development gap within ASEAN. ASEAN thus hopes that China would
sustain its constructive role in the search for a possible comprehensive politi-
cal resolution of the crisis on the Korean Peninsula,®> and recognized China as
a full market economy on 29 November 2004.% Chinese Premier Wen Jiabao
expressed at the 8th ASEAN+3 Summit on 29 November 2004 in Vientiane,
Laos that China will continue to support ASEAN’s leading role in regional
cooperation, and will cooperate with the five countries in the Mekong Basin
on construction of the Information Highway in the Greater Mekong Sub-re-
gion. Furthermore, China is willing to become an observer of BIMP-EAGA to
increase its cooperation with countries in East ASEAN.3

Japan, as another major regional internal power, has ambivalent attitudes
toward the Southeast Asian region. On the one hand, Japan was primarily
interested in economic ties with individual countries, notably those which
could supply it with sources of energy and raw materials, and it was suspi-
cious of any attempt by the Southeast Asian nations to form a bloc which
might improve their collective economic bargaining power. On the other hand,
Japan sought to establish a forum in which it would have a major voice. From
the ASEAN’s view, Japan was long on rhetoric and short on action in the
context of regional cooperation.?

Table 4
The Import and Export Index between 9 Provinces of PPRD and ASEAN via Hong
Kong and Macao in the First Half of 2004

9 Provinces/regions import and Value (billion USD) Increasing rate (%)
export index
Export to HK and Macao 32.31 28.2
Import from HK and Macao 297 5.3
Export via HK and Macao 23.85 (23.1% of the region’s total 12
export value)
Import via HK and Macao 60.52 (65.9% of the region’s total | 28.4
import value)
Export to ASEAN via HK and 2.02 21
Macao
Import from ASEAN via HK and 8.62 23.5
Macao

Source: [hitp://www.newsgd.com/specials/panprdforum/deltanews/200407210052.htm] (assessed on
30 July 2004).
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At the early stage of this new wave of regional cooperation in East Asia, the
Japanese government is again torn between its East Asian neighbors and the
US, which is Japan’s closest military ally, and questioned whether regionalism
could impede potential breakthroughs such as free trade area, and hesitated
therefore about the regional cooperation.®® But the financial crisis of 1997
reinforced the reality among Japan, China, ROK and ASEAN that the region
will have to work more closely to ensure the macro-economic and financial
stability of the region to prevent a recurrence of another crisis.*’

Having weathered through the financial crisis, Asian countries have now
resumed the path of growth which is coming from trade within Asia. Trade
within Asia has increased about 50% out of the total trade in the region. Riding
on this rapid development, Asia is now working towards greater regional eco-
nomic cooperation in an institutional way. China has been a key player in
promoting trade and investments within this region and establishing regional
trade agreements like the Agreement of ASEAN-China Free Trade by 2010,
followed by ROK with ASEAN by 2011 and Japan with ASEAN by 2012.%

Japan, China, ROK and ASEAN have also built on the relationships devel-
oped at ASEAN+3 meetings by negotiating bilateral agreements on a range of
subjects, such as regional security issues, and humanitarian assistance in the
event of natural disasters. From the Chinese view, East Asian Cooperation
should focus on the economic area, especially on financial cooperation.® In
this regard, the way to monitor and regulate short-term capital flow and refor-
mation of the international financial system were discussed in the framework
of ASEAN+3 Dialogue of Finance and Central Bank Deputies, which was
proposed by the Chinese side in March 1998 and was launched under the
auspices of ASEAN.%

Furthermore, ASEAN+3 states implemented in spring 2001 a series of ar-
rangements to exchange currency among their central banks, a move designed
to inoculate the region against future financial crises.” The ASEAN+3 bilat-
eral Swap Arrangement of Chiang Mai Initiative may be seen as a precursor to
expand trade arrangements and greater financial and macroeconomic coop-
eration and coordination.”® In addition, China will increase coordination with
all Asian countries in trying to set up regional investment entities, the bonds
market, and a financial cooperation system.”

Except for financial cooperation, energy sharing has been one of the most
notable examples of regional cooperation. In January 2001 the leaders of
Indonesia and Singapore opened a vital underwater gas pipeline between their
nations. China’s expanding economy will also require vast infusions of for-
eign energy, which prompted Beijing to tap into Southeast Asia’s resources.
Besides, China is already capable to drive outward investment and the zouchuqu
(go-abroad) policy, which is designed to expose Chinese firms to interna-
tional business practices and for resource security, and encourages Chinese
companies to invest in major engineering and construction projects, fuel, min-
erals, and other resources.*

Therefore with the implementation of CEPA and the establishment of PPRD,
Greater China engaged actively in joint development with neighboring states
in East Asia on natural resources and in the networking of transportation.
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China’s rising exports and increasing demand for oil have also led its navy
and its diplomats to pay more attention to the region’s shipping lanes and the
accessibility of the region’s ports. Since 1998 China has stepped up its diplo-
macy toward Cambodia and Vietnam, both of whom possess key ports. China
hopes to gain access to Vietnam’s Cam Ranh Bay port and Cambodia’s
Sihanoukville port.”

In order to push forward the process of East Asia cooperation, the idea of
establishing an East Asian Community, which is based on East Asian Eco-
nomic Community, is highly recommended.”® In this regard, Chinese Premier
Wen Jiabao on 29 November 2004 at the 8th ASEAN+3 Summit in Vientiane
expressed that China supports ASEAN as the leading role in the process of
East Asia cooperation and the tripartite cooperation among China, Japan and
ROK. Wen further proposed to push the establishment of the East Asia Free
Trade Area, and to deepen financial and investment cooperation, and to en-
hance further cooperation in the field of non-traditional security within the
framework of ASEAN +3.%

Parallel with these positive developments, there are from China’s view still
some issues of joint development in the framework of track I which cannot be
put into practice, since Greater China’s development is closely related to Asia’s
prosperity. Therefore China engages actively in track II, namely the BFA.
BFA, which was founded in 2001, is the first large non-governmental interna-
tional organization headquartered in China. The forum provides a platform
for high-level interactions between representatives of governments, business
leaders and academic scholars from Greater China and Asia to discuss joint
strategies for Asian development, especially the possibility of monetary union
and eventually the release of the Asia Dollar. Also in discussion is Asian com-
petitiveness in the world, such as the negotiation on the issues of WTO’s Doha
round, which can be previously formed in BFA, and furthermore can be jointly
addressed in other governmental international organizations.”® It will be a
plus for the interest of Greater China and Asian countries for these to be put
into practice within and beyond Asia.

Scholars of new regionalism in East Asia have indicated the important vari-
able in regional building is regional identity.” In terms of geography, culture
and development, Asia is a continent of diversity, which makes the shaping of
regional identity complicated. Therefore the fundamental function of BFA for
Greater China is to shape Asian identity with comprehensive exchanges, and
hope that this could make the process of East Asian cooperation easier.

From the view of ASEAN, the result of China’s engagement in East Asia
enhanced mutual diplomatic, economic, and military exchanges; increased
Chinese participation in regional and multilateral mechanisms, and tactical
flexibility on bilateral disputes.'® In the context of open regionalism, ASEAN
is reaching out to its Dialogue Partners, particularly China, ROK, Japan, In-
dia, Australia and New Zealand to establish Free Trade Area or closer partner-
ship. The result is most advanced with China.!°!

After years of economic and political stagnation, Japan has become the
largest beneficiary of China’s economic growth, and its leading economic
indicators, including consumer spending, have improved as a result. The lat-
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est official figures indicate that Japan’s real GDP rose at an annual rate of 6.4
percent in the last quarter of 2003, the highest growth of any quarter since
1990.12 Prime Minister of Japan Junichiro Koizumi highly “praises” the ac-
tive role of China in East Asian regional cooperation,’® and adopted an action
strategy on trilateral cooperation with China and ROK.

Scholars of new regionalism in East Asia have noted that in the process of
East Asian cooperation there are not only progresses, but also some disputes
among the members concerned. Following are some reported cases, such as
the dispute between China and ROK on Goguryeo. China protested against
the visit of Singapore’s Prime Minister Lee Hsien Loong to Taiwan before his
inauguration, and against Koizumi’s visit to the Yasukuni Shrine. East Asian
countries protested against Japan’s revision of historical textbook about Japan’s
invasion in East Asia during World War II, and remain seriously skeptical on
Japan’s revision of the constitution, which allows Japanese government to
send Self Defense Forces abroad for “peace-keeping”.

The incursion by Chinese submarine into waters off Okinawa during the
first week of November in 2004, China’s search for natural gas in an area of
the East China Sea which is viewed by Japan as lying within its exclusive
economic zone,'” and a nuclear-armed North Korea all still let Japan feel
insecure. Japan thus signed on to develop a missile defense system with US
aid, and is considering easing constitutional limits on the development of its
military forces. Such moves are unsettling to Japan’s neighbors, who would
become even more uncomfortable, if Japan lost faith in its US security guar-
antee and opted to build its own nuclear deterrent instead. In addition, Japan’s
economy has long been in recession, and Japan’s resurgent right-wing nation-
alism and her consistent refusals to open its agricultural markets to Asian coun-
tries, remains extremely wary of any trade deal with ROK, as well as
implementing higher duties against exports from China. Japanese producers
even plan to exploit a weaker Yen to regain some of the shares of world manu-
facturing that they have lost to ROK, Taiwan, and China.'®® In the eyes of new
power arrangement in East Asia, even though Japan is a regional key player
who struggles for a place in the world, it has nevertheless missed the chance
to be the head of ASEAN+3.

Concluding Remarks

After 26 years of reformation and opening-up, China has radically liberal-
ized its economy. The functional division of labor within Greater China has
been transformed into institutional ways of the CEPA and PPRD, which are
led by China. The institutional frameworks of CEPA and PPRD cannot solve
all the problems within Greater China, inter alia, Taiwan officially still does
not join in. The political interactions across the Taiwan Strait, owing to the
different appreciations between China and Taiwan on the principle of one
China, remain deadlock. Even so the economic interactions within Greater
China remain steadily deepened.

The new wave of regional cooperation in East Asia is shaping the new
division of power in multilateral framework. China, like aforementioned, drives
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on the basis of deepened economic cooperation within the Greater China via
CEPA and PPRD, and then engages with neighbor countries via ASEAN+1,
ASEAN+3 and BFA with its wide open market and go abroad investment
policy to lead the East Asian regional cooperation as its basis to go globally.

In the past 26 years China has presided over a steadily expanding and
maturing market with import growing at an average annual rate of over 15
percent, which has made China the third largest importer globally and the
largest importer in Asia. In 2003 China imported from the rest of Asia a total
of 272.9 billion US dollars worth of merchandise, up by 42.4 percent, with
imports from ASEAN, Japan, ROK and India increasing by over 35 percent.
Direct investment in the rest of Asia by China has risen at an average annual
rate of 20 percent in recent years.'% This in turn helps the economic growth of
East Asia. East Asian countries pragmatically face this reality, and engage
actively with China. So even if there are aforementioned disputes, Greater
China will still get the upper hand to lead the direction of the East Asian re-
gional cooperation.
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Appendix
The Major Developments of CEPA/PPRD and ASEAN+1/ASEAN+3

Date Events

8. 8. 1967 Founding of ASEAN

27.11.1971 Declaration of ASEAN Concord

27.11. 1971 ASEAN'’ s Zone of Peace, Freedom and Neutrality Declaration

24.2.1976 Treaty of Amity and Cooperation in Southeast Asia: ASEAN began cooperation
with other countries within and beyond region.

20.7. 1991 ROK as full dialogue partner of ASEAN

28.1.1992 Framework Agreement on Enhancing Asian Economic Cooperation: AFTA will
be established within 15 years.

22.7.1992 ASEAN Declaration on the South China Sea

25.7.1994 Establishment of ARF; China, Japan and ROK joined in.

15.12. 1995 Protocol to Amend the Framework Agreement on Enhancing ASEAN

Economic Cooperation, which included the acceleration of the timetable for the
establishment of AFTA from the original timeframe 15 years to 10 years.

15. 12. 1995 ASEAN’s Treaty on the Southeast Asia Nuclear Weapon-Free Zone
17. 6.1996 Basic Framework of ASEAN-Mekong Basin Development Cooperation
21.7.1996 China as full dialogue partner of ASEAN

15.12. 1997 ASEAN Vision 2020: ASEAN as a concert of Southeast Asian Nations, outward
looking, living in peace, stability and prosperity, bonded together in partnership
in dynamic development and in a community of caring societies.

15.12. 1997 China attended the first ASEAN+3 Summit

16.12. 1997 China attended the first ASEAN+1 Summit

15.12. 1998 The Hanoi Plan of Action (HPA) is released to put the goals of the ASEAN Vision
2020 into play.

16. 12. 1998 The East Asia Vision Group is set up: experts from track-2 to discuss the future of|
cooperation in East Asia.

28.11.1999 A Joint Declaration on Cooperation for East Asia was issued at the end of the
ASEAN+3 Summit in Manila.

11.12. 2001 China acceded WTO

1.1.2002 Establishment of AFTA

2.11.2002 Memorandum of Understanding on Medium and Long-term Plan of Agricultural
Cooperation between China and ASEAN

4.11.2002 Joint Declaration of ASEAN and China on Cooperation in the Field of Non-
Traditional Security Issue

4.11. 2002 Declaration of ASEAN and China on the Conduct of Parties in the South China
Sea.

4.11. 2002 ASEAN+3 Summit adopted the recommendations of East Asia Free Trade Area.

5.11.2002 Framework Agreement on Comprehensive Economic Co-operation between

ASEAN and China: ASEAN-China Free Trade Area will be completed by the
year 2010, for the new members of ASEAN (Cambodia, Laos, Myanmar and
Vietnam) by the year 2015.

5.11.2002 Joint Declaration of ASEAN and Japan on Comprehensive Economic Partnership:
ASEAN-Japan Free Trade Area will be completed by the year 2012.
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Appendix (cont.)

29.4. 2003 China-ASEAN bilateral cooperation program on SARS control and prevention

29.7.2003 CEPA between China and Hong Kong is signed.

27. 8.2003 ASEAN supports the peace and process (Six-Party Talk) in the Korean Peninsula.

7.10.2003 Joint Declaration on the Promotion of Tripartite Cooperation among China,
Japan and ROK

7.10. 2003 Declaration of ASEAN Concord II: to create an ASEAN Community by 2020,
which would be supported by the three pillars of political and security
cooperation, economic cooperation, and social-cultural cooperation.

8.10. 2003 Framework for Comprehensive Economic Partnership between ASEAN and
Japan

8.10.2003 Joint Declaration between ASEAN and China on Strategic Partnership for
Peace and Prosperity

8.10. 2003 Accession to the Treaty of Amity and Cooperation in Southeast Asia by China:
mutual respect for one another’s sovereignty; non-interference in internal
affairs; the peaceful settlement of intra-regional dispute; effective cooperation
are the code of conduct for interstate relation in Southeast Asia.

8. 10. 2003 Memorandum of Understanding on Cooperation in Information and
Communications Technology between ASEAN and China

27.10. 2003 CEPA between China and Macao is signed.

12.12. 2003 Tokyo Declaration for the Dynamic and Enduring ASEAN-Japan Partnership in
the new Millennium

1.1. 2004 Two CEPAs are put into effect.

11. 1. 2004 ASEAN+3 concept plan to address transnational crimes in eight areas:
terrorism, illicit drug trafficking, trafficking in persons, easy piracy, arms
smuggling, money laundering, international economic crimes and cyber crime.

1.6. 2004 PPRD is established.

2.7.2004 Japan’s accession to the Treaty of Amity and Cooperation in Southeast Asia

27.10. 2004 CEPA I is signed.

3-6 .11.2004 China-ASEAN Expo/Fair in Nanning, PPRD

27.11.2004 ROK acceded to the Treaty of Amity and Cooperation in the Southeast Asia.

27.11. 2004 Memorandum of Understanding between ASEAN and China on Transport
Cooperation: maritime transport cooperation; Asian highway network:
Kunming-Bangkok Highway by the end of 2007.

27.11. 2004 China, Japan and ROK adopted an action strategy on trilateral cooperation:
further cooperation in education, science and technology, environment
protection, trade and investment; promote close consultation and cooperation
for the peaceful denuclearization of the Korean Peninsula through the Six-Party
Talks.

29.11. 2004 Agreement on Trade in Goods of the Framework Agreement on
Comprehensive Economic Cooperation between ASEAN and China.

29.11. 2004 Agreement on Dispute Settlement Mechanism of the Framework Agreement on
Comprehensive Economic Cooperation between ASEAN and China.

29.11. 2004 ASEAN recognizes China as a full market economy.

30.11.2004 Joint Declaration on Comprehensive Cooperation Partnership between ASEAN
and ROK

30.11. 2004 Plan of Action to Implement the Joint Declaration on ASEAN-China Strategic
Partnership for Peace and Prosperity

30. 11. 2004 ASEAN-Japan Plan of Action to Implement the Tokyo Declaration for a
Dynamic and Enduring ASEAN-Japan Partnership in the New Millennium

1.1. 2005 CEPA 1I becomes effective.

Source: [http://www.aseansec.org] (assessed 6 January 2005)
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