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This article explores the formation and evolution ofregional institutions in the Asia-Pacific and East Asia. Employ-ing a historical institutionalist framework, this article arguesthat both Asia-Pacific and East Asian regional institutionswere created at critical junctures, precipitated by extra-region-al developments that called the legitimacy of existing institu-tional mechanisms into serious question. Preexisting institu-tions greatly shaped the institutional design of the subsequentregional institutions, revealing a path-dependent nature ofinstitutional evolution. The timing and sequence of regionalinstitution building is an important factor for explaining insti-tutional change. Specifically, the analysis demonstrates thatalthough new regional institutions with different member-ships have emerged at critical junctures, the centrality ofASEAN as a source of institutional modus operandi has per-sisted within these institutions, notwithstanding changes inmaterial circumstances and the recognition of inefficienciesand ineffectiveness.
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Introduction
Until the late 1980s, the Asia-Pacific had long been knownas a region without any intergovernmental regional institutions.Although some regional organizations were created in the earlycold war period, the only regional organization that had continuedto exist was the Association of Southeast Asian Nations (ASEAN),formed in 1967. However, after the Asia-Pacific Economic Coop-eration (APEC) forum was established in 1989, many regionalistprojects emerged at various levels in the Asia-Pacific region. TheASEAN launched the ASEAN Free Trade Area (AFTA) as aninstrument for attracting foreign direct investment to the region.In the security domain, spurred by the uncertainty after the endof the cold war, the ASEAN Regional Forum (ARF) was createdas the first regional forum to promote security dialogue and con-fidence-building measures among member states. In 1996, theinaugural Asia-Europe Meeting (ASEM) brought together lead-ers from both Asia and Europe to discuss political, economic,and social issues in order to strengthen the relationship betweenthe two regions.In the aftermath of the Asian financial crisis of 1997-1998, anumber of regional economic arrangements and proposalsemerged in order to develop a new regional financial governancemechanism. The most significant institutional development dur-ing this period was the emergence of the first East Asia-onlyregional forum, which started when ASEAN leaders invitedtheir counterparts from three Northeast Asian countries, namely,China, Japan, and South Korea, to the second ASEAN informalsummit in 1997. This East Asian gathering, which came to beknown as the ASEAN+3 (APT), gained momentum as a site forpromoting regional financial and monetary cooperation amongthe East Asian economies. More recently, the East Asia Summit(EAS) was inaugurated at the end of 2005, bringing together notonly the APT members, but also Australia, New Zealand, andIndia. As result of these developments, many states in East Asiaand the Asia-Pacific now belong to regional arrangements withoverlapping membership.
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How and why did APEC emerge when it did? Why did thelocus of regionalism shift from the Asia-Pacific to East Asia inthe late 1990s when a new East Asian regional institution wascreated in the form of APT? What has informed the institutionalforms that these regional institutions have taken? In short, whatexplains institutional creation and evolution in the Asia-Pacificand East Asia? This article employs a historical institutionalistapproach to institutions by way of explanation. The followingpages begin with a discussion of the framework, and proceedwith an empirical analysis.
Critical Juncture and Path Dependence

Historical institutionalism provides a useful framework forexploring how and why various regional frameworks haveemerged in the Asia-Pacific and East Asia. The following threefeatures of historical institutionalism are particularly helpful forthe purpose of this study. First, historical institutionalism sug-gests that institutional creation or radical institutional changeoccurs at certain “critical junctures” in history. A critical junctureis a “period of significant change” that is precipitated by crises,external shocks, and other challenges that “call into questionexisting rules of the game and the repertories of state action.”1Second, historical institutionalism proposes that once institu-tions are created (or go through a major change), they set “histori-cal trajectories” that are largely “path dependent.”2 While thenotion of path dependence does not necessarily mean that institu-tional change does not occur, it claims that prior decisions do con-strain the choice of menus for institutional designs. Path-depen-dent institutional evolution is therefore characterized by “incre-mental and gradual” developments between punctuated periods
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of relatively rapid and profound changes. Because of the path-dependent nature of institutional choices, institutional evolutionis likely to be characterized by a process of “layering” (creatingnew institutions by building on the preexisting ones) or “conver-sion” (remodeling of existing institutions for new purposes).3Third, historical institutionalism highlights the role of timing andsequence in the analysis. It claims that the temporal ordering ofevents or processes has a significant effect on outcomes.4Drawing on these insights of historical institutionalism, thisarticle advances three arguments. First, both APEC and the APTwere created at critical junctures precipitated by extra-regionaldevelopments that called into serious question the legitimacy ofexisting institutional mechanisms. Although intra-regionaldevelopments, such as rising regional economic interdepen-dence and the bottom-up network activities of nongovernmentalbodies, provided a conducive environment for institutional cre-ation, they did not cause the creation of new institutions.Second, preexisting institutions greatly shaped the institu-tional designs of the subsequent regional institutions. Specifically,the institutional form of APEC derives from the modus operandithat has been developed through the historical experiences ofASEAN and the accumulated ideas created through the activi-ties of nongovernmental bodies such as PAFTAD (Pacific Tradeand Development Conference), PBEC (Pacific Basin EconomicCouncil), and PECC (Pacific Economic Cooperation Council).The creation of ASEAN+3 can be viewed as a prime example ofwhat some historical institutionalists call institutional “layer-ing.” Instead of creating a totally new institution (as envisionedearlier by Mohamed Mahathir when he was prime minister ofMalaysia), ASEAN+3 emerged when ASEAN leaders invitedtheir counterparts from China, Japan, and Korea as guests of the

154 Yasumasa Komori

3. Kathleen Thelen, “How Institutions Evolve: Insights from ComparativeHistorical Analysis,” in James Mahoney and Dietrich Rueschemeyer,eds., Comparative Historical Analysis in the Social Sciences (Cambridge:Cambridge University Press, 2003), pp. 225-30.4. Paul Pierson, Politics in Time: History, Institutions, and Social Analysis(Princeton, N.J.: Princeton University Press, 2004), pp. 54-78.



second informal ASEAN summit in 1997. This peculiar formatwas conducive to the successful formation of the East Asia-onlygroup. The creation of the EAS added another layer to the EastAsian regional architecture by inviting not only the existingASEAN+3 members, but also Australia, New Zealand, andIndia. The persistence of ASEAN as a model for regional institu-tions within the wider Asia-Pacific and East Asian regions exhibitsthe path-dependent nature of institutional evolution.Third, the timing and sequence of institution building is animportant factor for explaining institutional origins, creation, andevolution. The formation of APEC became possible only afterthe accumulation of network activities and policy discussionsrelated to Pacific economic cooperation at the nongovernmentallevel. Also, as some commentators suggest, “without ASEAN,there would be no APEC.”5 By the same token, without ASEAN,there would be no ASEAN+3 or East Asia Summit. Moreover,East Asian countries’ experiences within APEC and ASEM bothcontributed to the subsequent formation of the APT. Therefore, Iargue that the timing and sequence of institution building is animportant factor shaping the conditions for institutional creationand the institutional forms that they take.The rest of the article proceeds as follows. First, I analyzeinstitutional origins, formation, and evolution in the Asia-Pacificand East Asia by paying special attention to the impact of thepreexisting institutions on the subsequent ones. After an empiri-cal analysis, I consider two alternative theoretical approaches tothe formation of regional institutions. I conclude this article witha summary of empirical findings as well as a brief discussion of
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the relevance of the historical institutionalist framework.
The Emergence and Evolution of “Asia-Pacific” Regionalism

From PAFTAD to APEC
There was a long incubation period before the first-ever Asia-Pacific intergovernmental forum finally came into being in 1989.A brief survey of Pacific economic cooperation and the non-governmental organizations that emerged prior to the formationof APEC reveals path-dependent processes of institution build-ing.6 According to Hadi Soesastro, there are three major phases inthe history of institution building in the Asia-Pacific.7 The firstphase, from the early 1960s to around 1967, was characterized bymostly Japanese efforts to develop Pacific economic cooperation.The most significant idea that emerged during this period wasput forward by the Japanese economist, Kiyoshi Kojima, who pro-posed the creation of a Pacific Free Trade Area (PAFTA) amongthe five advanced economies in the Pacific: Australia, Canada,Japan, New Zealand, and the United States. Meanwhile, in thebusiness world, a group of Japanese and Australian business peo-ple took the lead in creating PBEC, which brought together busi-ness representatives from the advanced Pacific economies.The second phase, from 1968 to 1977, witnessed the gradualdissemination of the idea of Pacific economic cooperation, althoughstill mostly confined to academic circles.8 It started when the
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6. There is a substantial amount of literature on the history of nongovern-mental organizations in the Asia-Pacific that preceded the creation ofAPEC. For the most comprehensive study on this subject, see LawrenceT. Woods, Asia-Pacific Diplomacy: Nongovernmental Organizations andInternational Relations (Vancouver: UBC Press, 1993).7. This section relies heavily on the following work: Hadi Soesastro, “PacificEconomic Cooperation: The History of an Idea,” in Ross Garnaut andPeter Drysdale, eds., Asia Pacific Regionalism: Readings in International Eco-nomic Relations (Pymble, Australia: Harper Educational, 1994), pp. 77-88.8. Ibid., pp. 78, 80.



PAFTAD conference was convened by Kojima. PAFTAD emergedas a series of academic conferences among economists from acad-emia, government, and international organizations. However, theidea of Pacific economic cooperation did not gain much atten-tion from governments in the region until the late 1970s.The period from 1978 until 1989 constitutes the third phaseof institutional evolution in the Asia Pacific, characterized bygrowing interest at the governmental level and the involvementof public officials in informal policy discussions. The year 1978marked “the beginning of a new era in the development of Pacificeconomic cooperation ideas.”9 In 1978, the U.S. Senate ForeignRelations Committee commissioned two PAFTAD members,Peter Drysdale and Hugh Patrick, to examine the feasibility of aPacific economic organization. In the same year Prime MinisterOhira Masayoshi supported the idea of cooperation among Pacificcountries and established the Pacific Basin Cooperation StudyGroup. It is noteworthy that this group developed the concept of“open regionalism,” which later became the central principle ofAPEC.10The creation of an intergovernmental organization, however,was not realized due to strong reservations among SoutheastAsian countries about joining a wider Asia-Pacific economic orga-nization. However, a meeting between Prime Minister Ohira andAustralian Prime Minister Malcolm Fraser in 1979 did pave theway for the creation of PECC in 1980, which emerged as a tri-partite body, bringing together academics, business representa-tives, and government officials who participated in the confer-ences in their private capacities. The PECC was subsequentlyheld every one and a half years, retaining its unique tripartitecomposition. PAFTAD and PBEC also participated in PECC asinstitutional members. Richard A. Higgott suggests that thegradual development of dense networks of personal interactionsamong these groups of individuals formed nascent regional
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“policy networks” over time.11There is no doubt that the network activities of nongovern-mental groups such as PAFTAD, PBEC, and PECC, played a sig-nificant role in laying the foundations for the subsequent creationof APEC by allowing the development of the concepts of Asia-Pacific economic cooperation and disseminating them to policyelites in the region. The incremental and gradual processes ofinstitutional development proved effective in bringing reluctantparticipants to the table. In particular, PECC became an importantsite for participants, including government officials, to exchangeviewpoints in an informal setting. In this sense, as Higgott argues,the formation of APEC represents “the culmination of longerprocesses of gestation in regional economic networking throughorganizations such as PAFTAD, PBEC, and PECC.”12However, the role that these groups played in the creation ofAPEC was indirect. Although they were an important “agency ofsocialization” with respect to the idea of Pacific economic coop-eration, the bottom-up activities of these groups did not causethe creation of APEC. Until the late 1980s, government officialsin ASEAN countries remained skeptical of the idea of joining awider Asia-Pacific intergovernmental forum because of theirfear of domination by great powers. As argued below, it wasonly after a set of extra-regional challenges confronted ASEANmembers that the government officials became receptive of theidea.In short, preexisting organizations such as PAFTAD, PBEC,and PECC certainly shaped the formation of APEC in importantways. As Stuart Harris suggests, it is correct to argue that theformation of APEC “was possible only after a substantial andlengthy process of dialogue on issues of economic cooperationin the region at a non-governmental level.”13 Nonetheless, the
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existence of Asia-Pacific regionalist ideas and the bottom-upactivities of the nongovernmental groups were not sufficient fac-tors to directly induce the formation of APEC.
The Formation of APEC

The creation of APEC in 1989 proved a major watershedevent in the history of institution building. What precipitatedthis historical critical juncture in 1989? Although the incrementaland gradual process of intra-regional development in the threedecades preceding the formation of APEC certainly provided afoundation on which APEC was able to build, it was ultimatelya set of extra-regional challenges that prompted Asian govern-ment officials to consider a new Asia-Pacific regionalist schemeas a policy option in the late 1980s. Many Western Pacific coun-tries were increasingly alarmed by the stalemate of the tradenegotiations under GATT (the General Agreement on Tariffsand Trade), rising U.S. unilateralism, and the growth of inward-looking regionalism in Europe (as a result of the adoption of theSingle European Act in 1987) and in North America (as repre-sented by the conclusion of the U.S.-Canada Free Trade Agree-ment in 1988).14 Together, these extra-regional developments ledto a growing sense of crisis about the prospects of the GATT-ledliberal trading regime.Against this background, in January 1989 Australian PrimeMinister Robert Hawke called for creating an Asia-Pacific regionalforum. It is generally agreed that Hawke’s proposal led to theinaugural APEC meeting in November of that year. As Aus-tralian diplomat Geoff Brenan tellingly pointed out, “[i]t wasn’tjust the idea; it was the timing of the idea” that made the Hawkeinitiative gain steam.15 In other words, Hawke seized a windowof opportunity to take the initiative at this critical juncture pre-cipitated by a set of extra-regional developments. Australia wasparticularly alarmed by the prospects of being marginalized in a
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world of emerging trading blocs from all of which Australiawould be excluded.16 Moreover, Australia found the U.S. tradepolicy increasingly detrimental to Australian economic inter-ests.17 The fact that the initial Hawke proposal did not includethe United States apparently signaled his government’s desire tocreate “a new source of leverage against Washington.”18Prior to the Hawke initiative, Japan’s Ministry of Interna-tional Trade and Industry (MITI) also had a similar but distinctproposal for creating an Asia-Pacific intergovernmental forum.MITI’s call for creating an Asia-Pacific economic forum wasdirectly triggered by the U.S. move to consider the possibility ofconcluding a U.S.-Japan free trade agreement in 1988.19 An inter-nal MITI report, submitted in June 1988, called for a shift in Asia-Pacific economic and trade relations from “development throughU.S. dependency” to “development through role-sharing cooper-ation in the region.”20 Two features of the MITI proposal wereparticularly important. First, unlike the initial Hawke proposal,the MITI proposal included the United States as a member of theproposed group. Second, it endorsed an informal and loose insti-tutional form by stating that:
The OECD model of rigid organization is not appropriate in theAsia-Pacific, which include countries with different levels of eco-nomic development. Any arrangement for economic cooperation inthe Asia-Pacific should be consistent with the existing institutionssuch as ASEAN and it should operate by consensus, progress grad-ually, and remain open to other regions.21
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As Ellis S. Krauss argues, this report provided an institutionalblueprint much closer to the form that APEC eventually took thanthe one envisioned by Australia.22ASEAN countries remained cautious about participating ina wider Asia-Pacific intergovernmental institution for economiccooperation. However, as in the case of Japan, a direct impetusfor considering a new policy alternative, including joining anAsia-Pacific forum, came from the United States, which unoffi-cially sounded out the ASEAN members regarding the idea ofconcluding an ASEAN-U.S. FTA in the late 1980s. ASEAN coun-tries perceived this proposal as a direct threat to their economicinterests.23It is also important to note that by the late 1980s, the level ofASEAN’s resistance toward an Asia-Pacific regionalist project hadbeen lowered to some extent for at least two reasons. In the face ofthe collapse of commodity prices from 1982 to 1986, ASEANcountries had implemented a number of economic liberalizationpolicies.24 Moreover, by the late 1980s, the share of manufacturedproducts in ASEAN countries’ exports increased dramatically,and ASEAN countries became more confident about their com-petitiveness in the world economy.25 With these changes as abackdrop, in July 1989, ASEAN members finally agreed, thoughreluctantly, to participate in the first APEC meeting.26The inaugural APEC meeting was convened in Canberra inNovember 1989. ASEAN members continued to insist that APECshould be “a consultative forum on economic issues and shouldnot lead to the adoption of mandatory directives for any partici-
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pant to undertake or implement.”27 They also asserted thatAPEC “should be based on the principle of equality, equity, andmutual benefit.”28 In the face of ASEAN’s insistence, APEC adopt-ed many of the principles and procedural norms that ASEAN haddeveloped throughout its long history. For example, as in ASEAN,APEC has adopted consensus-based decision making procedures.Consequently, the modality of APEC closely followed the so-called ASEAN Way, which emphasizes, according to AmitavAcharya, “process of regional interactions and cooperation basedon discreteness, informality, consensus building and non-con-frontational bargaining styles which are often contrasted with theadversarial posturing, majority vote and other legalistic decision-making procedures in Western multilateral negotiations.”29Moreover, to ensure that ASEAN would not be diluted withinthe APEC grouping, ASEAN also received assurance that APECmeetings would be chaired by an ASEAN member at least everyother meeting.30 To highlight the centrality of ASEAN in the big-ger APEC process, Philippine Finance Minister Jesus Estanislaodescribed ASEAN’s vision in the form of a “concentric circles”model, which saw different levels of cooperation—subregional(i.e., ASEAN), regional (i.e., APEC), and global processes (i.e.,GATT)—as a multilayered process.31 In short, despite ASEAN’sinitial hesitation to participate in the APEC process, it had an enor-
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mous impact on the initial institutional form that APEC adopted.Another important feature of APEC is that it is based on theconcept of “open regionalism.” As discussed earlier, the conceptemerged in Japanese Prime Minister Ohira’s study group and waslargely shared by the PAFTAD and PECC circles. Practically, itmeant that any trade concessions reached within APEC should beapplied to non-APEC members on a most favored nation (MFN)basis. Although some countries, especially the United States,insisted that liberalization measures undertaken within APECshould be applied to non-APEC members on the basis of reciproc-ity, a majority of APEC members supported the principle of openregionalism, because they desired to avoid the fragmentation ofthe global trading system into separate closed regional tradingblocs. In short, rather than creating another inward-lookingregional block, APEC was primarily designed to complement thewider GATT-based global trade system.
Institutional Evolution of APEC

APEC started as a consultative forum among foreign andtrade ministers from member economies in 1989. While theAPEC process has been regularized, APEC has avoided exces-sive institutionalization. For example, although a small perma-nent secretariat was established in Singapore in 1993, its prima-ry tasks have been limited to providing logistical and technicalservices for arranging meetings, keeping records and publishingpolicy documents, and facilitating and coordinating APEC activ-ities. Moreover, consistent with the ASEAN Way, APEC hasrepeatedly rejected a proposal for the adoption of a dispute set-tlement mechanism.32When the United States hosted the APEC in 1993, APECbegan convening annual informal economic leaders’ meetings.Although the idea of holding APEC leaders’ meetings came fromAustralian Prime Minister Paul Keating, it was U.S. President Bill
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Clinton who took the initiative to put the idea into action. Oncethe U.S. government took an active interest in APEC, it attempt-ed to transform APEC into a vehicle for trade negotiations. Sup-ported by other countries such as Canada, Australia, and NewZealand, the United States successfully placed a trade and invest-ment liberalization agenda at the center of APEC, although manyAsian members of APEC desired APEC to remain a mechanismfor economic and technical cooperation (ECOTECH). In Novem-ber 1994, despite some Asian countries’ reservations, APECmembers adopted the Bogor Declaration, which set a target forachieving open trade for developed nations by the year 2010 anddeveloping nations by 2020.However, in response to the Bogor goals, Asian members ofAPEC reiterated that APEC decisions should remain non-legalis-tic and voluntary in nature. In particular, Malaysia’s Mahathirexpressed his reservations by stating that the Bogor target dateswere “indicative dates and non-binding.”33 At APEC’s 1995 lead-ers’ meeting, Japan pressed for the principle of “concerted unilat-eral action.” MITI’s senior official described APEC’s new type ofliberalization process as “voluntary yet concerted liberalizationon a peer pressure basis.”34 Reflecting the concerns of APEC’sAsian members, the Osaka Action Plan of APEC in 1995 adoptedthe principle of “flexibility.” Although the United States attempt-ed to reinvigorate APEC’s trade liberalization agenda under theEarly Voluntary Sectoral Liberalization (EVSL) initiative between1997 and 1999, this initiative was a debacle mostly due to Japan’sresistance. The dispute pushed trade liberalization into the back-ground of APEC’s activities.In summary, although APEC’s Anglo-American membersdid succeed in shifting its focus to trade and investment liberal-ization between 1993 and 1997, APEC’s Asian members success-fully resisted the attempt by some members, especially the Unit-ed States, to transform APEC into a result-oriented and rule-based trade negotiation body. APEC thus remains an informal
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forum without any legally binding obligations. APEC’s rejectionof a radical change toward legalization signals that APEC’s insti-tutional evolution is characterized by path dependency.
The Emergence and Evolution of “East Asian” Regionalism

From EAEG to APT
As discussed below, the Asian financial crisis of 1997-1998was the single most significant catalyst to generate demand for“East Asian” regionalism. However, there were gradual andincremental processes that paved the way for the subsequent cre-ation of APT. One of the first attempts to create an East Asia-onlygrouping emerged when Prime Minister Mahathir proposed thecreation of the East Asian Economic Group (EAEG) in December1990.35 As was the case with APEC, the direct catalyst for theEAEG proposal was the then stalled Uruguay Round and the riseof inward-looking regionalism in North America and Europe.However, where APEC attempted to support the global liberaltrading order by promoting the principle of open regionalism,the EAEG was more directly motivated by the desire to counterthe influence of the United States and Europe. Subsequently, in1991, the name of the proposed grouping was changed to theEast Asian Economic Caucus (EAEC) to downplay the image thatit would serve as a trading bloc.36 Modifying his earlier concept,Mahathir emphasized that the EAEC would be a loose, consulta-tive forum for East Asian nations to discuss economic coopera-
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tion and that it would not be a closed trading bloc. However, theEAEC proposal did not materialize in the face of strong U.S.opposition, lack of Japanese support, and failure to gain supportamong other ASEAN members.Yet, in 1992, Singapore’s Senior Minister Lee Kuan Yewdescribed the EAEC as an “idea which will not go away.”37 Infact, the EAEC idea was discussed at a series of ASEAN foreignand economic ministerial meetings between 1991 and 1997. InJuly 1994, ASEAN foreign ministers met with their counterpartsfrom China, Korea, and Japan at the ASEAN Ministerial Meet-ing (AMM) held in Bangkok in the form of a so-called informal“6+3” lunch meeting to discuss the idea of EAEC. This meetingmarked the first ministerial encounter among ministers fromboth Northeast and Southeast Asian countries, a group thatresembled the membership of EAEC. Foreign ministers from thethree Northeast Asian countries joined the next AMM in Bruneiin 1995, and then again in Jakarta in 1996, when the ASEAN for-eign ministers agreed to include those three countries in the pro-gram of all future ASEAN ministerial meetings.38During the AMM held in Jakarta in July 1996, the Malaysianforeign minister submitted a discussion article on EAEC whichproposed that ASEAN members should work toward a “7+3+3”format by inviting not only China, Korea, and Japan, but also threenon-ASEAN countries, namely, Cambodia, Laos, and Myanmar,to the first informal summit to be held in Jakarta in December thatyear.39 Subsequently, ASEAN countries agreed to invite the lead-ers from China, Korea, and Japan to the ASEAN summit in KualaLumpur in 1997, which would mark the thirtieth anniversary ofASEAN.Another important development contributed to the buildingof a foundation for East Asian cooperation. As Stubbs points out,
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the turning point for bringing the East Asian leaders togethercame in the second half of 1995, when a series of meetings wereheld to prepare for the ASEM summit to be held in 1996.40 Theidea of an ASEM was first proposed by Singaporean Prime Min-ister Goh Chok Tong during his visit to France in October 1994. Bymid-1995, both ASEAN and the EU agreed to hold the ASEM. Yet,the issue of membership remained highly controversial, especiallyon the Asian side. When ASEAN members invited Japan, China,and South Korea to join them as Asian representatives, there was“some reluctance on the part of the Japanese government, whichstill feared alienating the U.S., and the Chinese government, whichworried about being a target of criticism over human rights.”41Japan had insisted on inviting Australia and New Zealand on theAsian side. While Singapore and Indonesia reportedly supportedthe Japanese idea, it was rejected by Malaysia on the grounds thatthey “do not share our Asian values.”42Consequently, at the informal “7+3” lunch meetings of foreignministers in July 1995, agreement was reached to hold the ASEMwithout extending invitations to Australia and New Zealand. InMarch 1996, the inaugural ASEM summit was held in Bangkok,bringing together leaders from ten Asian countries and the Euro-pean Union without the presence of the United States for the firsttime. In this sense, East Asian regional cooperation began toemerge through what Heiner Hanggi calls “regionalism throughinterregionalism.”43Meanwhile, by the mid-1990s, APEC had lost its momentum.Growing internal divisions emerged between APEC’s Anglo-American members, which pushed for trade and investment lib-eralization, and many of the Asian members, which hoped to
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keep APEC an informal consultative forum centered on promotingeconomic and technical cooperation. This division within APECcontributed to the formation of an informal coalition among Asiancountries that collectively opposed the transformation of APECin the direction that Western members desired. This situation pro-vided favorable conditions for the formation of APT.
The Asian Financial Crisis and the Development of APT

Although incremental and cumulative processes towardEast Asian regionalism prior to the crisis laid the foundation forinitiating East Asian gatherings, the Asian financial crisis becamea major turning point in shifting the locus of regionalism fromthe Asia-Pacific to East Asia. In particular, the crisis revealedEast Asia’s vulnerability to external forces, including the rapidcross-border movements of short-term capital and the influenceof global financial institutions.44 At the same time, it discreditedthe legitimacy of existing institutions both at the global andregional levels. As a result, the crisis became a historical criticaljuncture that generated an urgent demand for a new regionalinstitution in East Asia.The crisis transformed East Asian’s thinking about howregional economic affairs should be governed in at least threeways. First, it severely undermined the credibility of the Interna-tional Monetary Fund (IMF)’s role in the minds of East Asianleaders. Most East Asian observers believed that the conditionali-ty that the IMF attached to its rescue package to the crisis-afflict-ed countries was too severe and even counterproductive. There-fore, East Asian leaders felt that the West-dominated IMF didnot adequately protect the interests of East Asian economies.45As a result, the crisis resulted in the “the emergence of a desireon the part of regional policy elites to take a greater control of
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financial affairs at a regional level than previously.”46Second, the crisis also called into question the effectivenessof the existing regional institutions—ASEAN and APEC. ASEANdid not have the capability to deal with a crisis of such a magni-tude. APEC also had no effective means to manage the crisis.47 Itcould only endorse the IMF program. East Asian leaders’ per-ception was strengthened that APEC did not sufficiently reflectthe interests of East Asian members but instead favored those ofAnglo-American members, especially the United States. The EastAsian leaders believed that while ASEAN was too small to man-age the magnitude of the financial crisis, APEC was too big tofully represent the interests of its Asian members.48 Consequent-ly, in the wake of the crisis, a movement toward building a new“East Asian” regional framework gained momentum.Third, the crisis prompted East Asian leaders to realize theimportance of drafting measures to deal with the negative conse-quences of market activities rather than focusing only on enhanc-ing the efficiency of economic activities. East Asian leaders start-ed to view a regional institutional mechanism as one that shouldact as an intermediate regional “buffer” between individualnational economies and the vagaries of global finance.49The APT countries’ efforts to enhance regional financial stabil-ity led to the launching of the Chiang Mai Initiative (CMI) in May
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2000. The CMI has been the most significant tangible achievementof the APT. The CMI consisted of a series of bilateral currencyswap arrangements among APT members. An important featureof the CMI is the IMF link, which requires that only 10 percent offunds (increased to 20 percent in May 2005) could be made avail-able unconditionally without IMF approval. Skeptics of the CMIcriticized the small size of the CMI funds, but they reached $82.5billion by May 2007. In February 2009, APT finance ministersagreed to increase the size of the CMI to $120 billion. Another sig-nificant development is the movement of the CMI toward multi-lateralization. In May 2009, APT finance ministers agreed on allthe main components of the Chiang Mai Initiative Multilateraliza-tion (CMIM) and agreed to implement it before the end of 2009.50Although financial cooperation was originally the center ofAPT’s focus, the scope of member countries’ cooperation expand-ed rapidly. The “Joint Statement of East Asia Cooperation,”released at the third APT summit in 1999, identified eight fields ofcooperation: economic, monetary and financial, social and humanresources, scientific and technical, cultural and information,development, politics and security, and transnational issues.51Accordingly, ministerial meetings involving all these areas havebeen held on a regular basis.Meanwhile, following South Korean President Kim Dae Jung’sproposal, APT leaders in 1999 established an East Asia VisionGroup (EAVG), which was composed of twenty-six intellectuals(two from each of the APT member countries). The EAVG wascommissioned to provide a blueprint for the development of EastAsian regional cooperation. The EAVG submitted its final reportat the fifth APT summit in Brunei Darussalam in 2001. Againthrough President Kim’s initiative, the East Asia Study Group(EASG), composed of government officials, was created in 2000 toassess the recommendations of the EAVG and their implications
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for East Asian cooperation. The EASG identified seventeen con-crete measures as short-term goals and flagged nine others asmedium- to long-term measures that required further study.Among “the most implementable concrete measures with highpriority” were the formation of an East Asia Business Council,establishment of an East Asian Investment Information Network,and formation of a network of East Asian think tanks. Medium- tolong-term measures that the EASG identified include the forma-tion of an EAFTA, establishment of an East Asia Investment Area,establishment of a regional financing facility, and evolution of theAPT summit into the East Asia Summit.52
The East Asia Summit

The original concept of the EAS was that it would “trans-form” the APT into a more upgraded summit, which wouldallow the three Northeast Asian capitals to host the meeting.Although the EASG identified the EAS as a medium- to long-term goal, Malaysia’s and China’s announcement of their inter-est in hosting the EAS in 2005 and in 2007, respectively, provid-ed the impetus for convening the EAS earlier than originallyexpected. Partly in response to China’s move, Japan proposed toco-host the inaugural EAS with Malaysia.Japan also proposed to invite three additional countries—Australia, New Zealand, and India—to the EAS. This idea wassupported by Singapore. On the other hand, China and Malaysiaresisted the idea of expanding the participants of the EAS. Inresponse to these different positions, in April 2005, ASEAN coun-tries proposed that participants would have to meet three criteria:have close relations with ASEAN; be a full dialogue partner ofASEAN; and be a signatory of the ASEAN Treaty of Amity andCooperation (TAC)—a treaty originally signed by the ASEANcountries in 1976.53 Eventually, in July 2005, ASEAN foreign min-
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isters formally agreed that the inaugural EAS would be attendednot only by APT members, but also by Australia, New Zealand,and India, keeping APT to its existing thirteen members. At thismeeting, they also decided that only ASEAN members wouldhost and chair the EAS in rotation. In other words, it was agreedthat ASEAN would continue to serve as an “organizational hub”for broader East Asian gatherings.54In December 2005, then, both the APT summit and the firstEAS summit were held as separate meetings in Kuala Lumpur.At the APT summit, the leaders from the thirteen countriesannounced the Kuala Lumpur Declaration, in which they reiter-ated the “common resolve to realize an East Asian communityas a long-term goal” and confirmed that the APT process would“continue to be the main vehicle in achieving that goal, withASEAN as the driving force.”55 The Kuala Lumpur Declarationof the EAS, on the other hand, only stated that the EAS “couldplay a significant role in community building in this region.”56However, these two declarations did not clarify the relationshipbetween the APT and the EAS and the specific roles they couldplay in regional community-building efforts. Consequently, theEAS emerged as another “layer” of East Asian regional arrange-ments, despite its overlapping functions with the APT.
Alternative Explanations: Realism and Liberalism57

How do existing theoretical approaches to regionalism explaininstitutional creation and evolution in Asia? Realists emphasize
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the shift in the distribution of power as the most important vari-able for explaining institutional change. To account for the emer-gence of APEC, realists would look at two important structuralchanges in the configuration of power relations in the late 1980s:the perceived shift in the balance of power as a result of thegrowth of regionalism in Europe and North America; and thedecline of U.S. hegemony. The first realist explanation is that theformation of APEC can be accounted for as a “balancing” mea-sure of institution building, that is, as a counteracting response byWestern Pacific countries to the growth of regionalism in Europeand North America. However, realists cannot explain why APECmembers adopted the concept of “open regionalism” as its centralprinciple, despite some countries’ concerns about free-riding bynon-APEC members, such as European countries. Realists wouldhave envisioned the formation of a more exclusive and inward-looking trading bloc (as envisioned by Mahathir’s EAEG proposal)as a counterforce against regionalism in other regions. Contrary towhat might be expected, however, instead of creating an inward-looking closed regional trading bloc, APEC was designed “primar-ily to facilitate wider global processes” by endorsing the principleof open regionalism.58The second realist explanation focuses on the decline of U.S.hegemony. Donald Crone, for example, explains the emergence ofAPEC as a result of the “leveling” between the United States andother countries in the Asia-Pacific region. Opportunities openedup for regional middle powers like Australia to pursue a region-
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alist approach by which they could constrain the hegemon’s uni-lateral actions.59 Indeed, the creation of APEC was in part drivenby the motive of increasing political bargaining power vis-à-visthe United States. However, realist explanations are indetermi-nate as to when and under what conditions a coalition of govern-ments chooses to establish an exclusive regional group to balanceagainst external powers or to create an inclusive group to con-strain the unilateral behavior of great powers within a multilater-al regional framework. As opposed to the expectation of tradi-tional realist prescriptions, which would expect countries to forman exclusive group of coalition members to balance against theUnited States, APEC came into being with the United States as amember, notwithstanding many countries’ concerns that U.S.influence would dominate the group.There are at least two reasons why the United States wasincluded in APEC. First, although APEC focused on economicissues, the United States could play a key role in enforcing secu-rity and stability in the Asia-Pacific. In light of the waning of thecold war, there was increasing concern about the possibility of agradual withdrawal of U.S. forces from the Asian region. Japanin particular desired to use the APEC initiative to keep the Unit-ed States engaged in the region. Pointing to the importance ofsecurity relations between the United States and Asian countrieswould be consistent with realist explanations. However, there isanother variable that influences the boundary of a regional insti-tution, that is, the level of economic interdependence. This expla-nation fits in with the liberal perspective. Given Asian countries’strong dependence on the U.S. market, excluding the UnitedStates from the proposed grouping would not have made sense.In fact, Asian members of APEC desired to use it as a means tosecure their access to the U.S. market at a time when the UnitedStates was starting to use increasingly aggressive trade prac-tices. On the other hand, the United States also did not want tobe excluded from such a group, especially at the time when East
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Asian economies were registering rapid economic growth.Therefore, the U.S. government vehemently opposed the initialHawke proposal (which did not include the United States as amember of his proposed group) and Mahathir’s EAEG proposal.How would realists account for the emergence of East Asianregionalism? Why was the United States excluded from theAPT? Realists would explain the exclusion of the United Statesby pointing to East Asian countries’ desire to reduce their vul-nerability to extra-regional forces, including global financialforces, the United States, and the West-dominated IMF. In thewake of the Asian financial crisis, East Asian policy elites evenconsidered the idea of creating a regional self-help mechanism.If not to enhance regional autonomy, the creation of the CMIwas certainly motivated by East Asian countries’ desire toreduce their vulnerability to external forces. To this extent, real-ist interpretations seem to explain the motives behind the EastAsian countries for creating an East Asia-only grouping toincrease their collective power vis-a-vis external powers. How-ever, realist perspectives are insufficient in accounting for theestablishment of CMI’s clear linkage with the IMF program. Incontrast to realist expectations, instead of creating a regionalfinancial institution that would directly challenge the role of theIMF, the CMI was designed to complement it.Another important factor that realists would look at inexplaining the formation of the APT is the rise of China. How-ever, this explanation is also insufficient for explaining ASEANcountries’ decision to invite China to the ASEAN-centeredregional framework, instead of forming a coalition of countriesto balance against growing Chinese power. Moreover, if the riseof China was a major factor behind the creation of the APT, whywasn’t the United States included within the group to counter-balance Chinese power? Certainly, the China factor was impor-tant for motivating Japan’s push for inviting India, Australia, andNew Zealand to the newly planned EAS. Japan even proposed toinvite the United States to the EAS as an observer. However, thisdid not happen, not only because the United States did not showinterest in participating in the EAS as an observer, but also because

Asia’s Institutional Creation and Evolution      175



the U.S. government was not a signatory to ASEAN’s TAC.Moreover, realists would have difficulty in explaining thepersistence of ASEAN as an “organizational hub” for the broaderEast Asian groupings—the APT and the EAS—despite NortheastAsian countries’ interest in hosting the East Asian meetings. Insummary, realist explanations fare relatively well in explainingthe initial motives in creating regional arrangements. However,they are indeterminate in predicting the institutional forms thatregional groups have actually taken.Liberal perspectives would point to the growing regional eco-nomic interdependence as a major factor for explaining the emer-gence of regionalism in the Asia-Pacific in the late 1980s and inEast Asia in the 1990s.60 A liberal approach would argue that ris-ing regional economic interdependence generates growing incen-tives for regional countries to cooperate with one another throughthe creation of regional institutions. However, liberal explana-tions suffer from at least three shortcomings. First, intraregionaltrade itself does not provide any guidance as to what level oftrade is sufficient for inducing the creation of an intergovernmen-tal mechanism. Thus, this perspective is indeterminate as to thetiming of institution building. Second, related to the first point,although liberal theory generally suggests that there is a positivecorrelation between regionalization (increasing intra-regional eco-nomic transactions through trade and investment promoted byprivate actors) and regionalism (state-led creation of regional insti-tutions), a causal link between the two is not easily established.Indeed, many scholars have suggested that the regionalizationprocess in Asia proceeded without formal regional institutionalmechanisms.61
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There is not enough evidence to support the argument thatthe increase in cross-border economic transactions created“bottom-up” demands among private actors that in turn calledfor governments to create an intergovernmental institutionalmechanism to support their overseas business activities. It is notentirely clear why private firms, which had operated very suc-cessfully to promote their business activities, especially throughthe establishment of regional production networks, would “seekgovernment intervention to assist in the promotion of economiccollaboration.”62 Indeed, the “virtual integration” created by theprivate sector may “have lowered incentives for intergovern-mental integration.”63 Moreover, in contrast to liberal predic-tions, the APT was created at exactly the same time as a tempo-rary downturn in the level of intraregional trade shares amongthe APT countries because of the economic crisis. It might beargued then that it was not the rise but the decline of economicinterdependence that motivated East Asian leaders to enhancetheir economic cooperation.64 Similarly, it can be argued that thecreation of APEC was motivated by a desire to avoid a possibledisruption of trans-Pacific economic interdependence in the faceof the U.S. shift to unilateral and regional approaches.Third, liberal explanations cannot adequately explain theinstitutional forms that Asia-Pacific and East Asian regional insti-tutions have taken. Primarily relying on functionalist logic, liber-als suggest that institutions are created because of the expectedutility of institutions, such as reducing transaction costs, makingcommitments more credible, providing easier access to informa-tion, and reducing the chance for cheating. From the liberal per-spective, institutions should be designed to maximize their effi-ciency in enhancing their utility. However, the adoption of theASEAN Way in the Asia-Pacific and the East Asian institutions
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contradicts the expectations of liberals. For example, consensus-based decision making procedures often delay decisions andactions, while protecting the principle of sovereignty and ensur-ing lowest-denominator outcomes. APEC’s adoption of “concert-ed unilateralism” also does not make sense from a functionalistviewpoint, because it does not ensure that APEC members com-ply with the decisions made within APEC. Since there are noenforcement mechanisms, APEC members are only subject topeer pressure.In summary, neither realism nor liberalism alone can explainthe timing of new regional institutional creation or institutionalforms. While these approaches provide important insights, whatis missing from them is an examination of the impact of preexist-ing institutions on the subsequent formation of regional institu-tions. This article has attempted to fill this gap by highlightingthe sequence of regional institution building and the path-depen-dent nature of institutional evolution.
Conclusion

This article has explored institutional creation and evolutionin the Asia-Pacific and East Asia by employing a historical insti-tutionalist approach. It has put forward three arguments. First,while gradual and incremental changes are conducive to the for-mation of regional institutions, regional institutional creation inthe Asia-Pacific and East Asia has been induced by external shocksat critical junctures. In the late 1980s, a set of developments,including increasingly aggressive U.S. trade policy, the rise ofinward-looking regionalism in Europe and North America, andthe stalemate of GATT negotiations, put the prospects of theGATT-based liberal trading system under a serious challenge.Spurred by these events, Australia’s APEC initiative got off theground. In addition, the end of the cold war offered a new win-dow of opportunity for the development of APEC.The Asian financial crisis offered the single most significantimpetus for the development of East Asian regionalism in the
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form of APT. The crisis called into serious question the legitimacyof the IMF-led global financial mechanism. It also revealed theineffectiveness of the preexisting regional institutions, ASEANand APEC. Consequently, East Asian leaders founded the APT asan appropriate site for enhancing regional financial cooperation.Second, the central modality of cooperation in various regionalarrangements in the Asia-Pacific and East Asia has essentiallypersisted, notwithstanding the changes in the distribution ofmaterial power resources or the recognition of inefficiencies andineffectiveness. The scope of issue coverage in each institutionhas been expanded; priority among those issues addressed ineach group has shifted over time. However, the central modusoperandi within APEC, APT, and EAS has continued to be char-acterized largely by the ASEAN Way. For example, APEC hasrepeatedly resisted a move toward legalization. Moreover, despitethe Northeast Asian countries’ attempts to convene APT or EASoutside of ASEAN countries, ASEAN has remained a site of con-vening both APT and EAS—a practice inherited from the factthat the APT originated from the ASEAN’s invitation to theNortheast Asian leaders as “guests” of the ASEAN summits.Consequently, many intergovernmental groupings with over-lapping memberships—ASEAN, APT, EAS, and APEC—haveexhibited “concentric circles” with ASEAN at the center.65 Thepersistence of ASEAN’s centrality as both an institutional modeland an organizational platform represents the path dependencyof institutional evolution in the Asia-Pacific and East Asia.Third is the timing and sequence of institution-buildingmatter. The formation of APEC became possible only after thelong historical processes of policy dialogues related to Pacificeconomic cooperation within nongovernmental bodies, such asPAFTAD, PBEC, and PECC. As noted above, multiple forcesconverged in the late 1980s to allow the emergence of APEC.The formation of APEC before APT was important for at least
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two reasons. As Takashi Terada suggests, “the existence ofAPEC, of which the United States is a member, has helped Japanto develop its further interest in ASEAN+3, since East Asiannations are able to maintain trade and investment dialogueswith the United States through APEC.”66 At the same time,somewhat ironically, East Asian countries’ dissatisfaction withthe U.S. influence within APEC in pushing for trade liberaliza-tion generated the former’s interest in forging an East Asian-only grouping. The formation of ASEM in 1996 provided a greatopportunity for East Asian governments to cooperate with eachother. Therefore, the formation of both APEC and ASEM beforeAPT contributed to the subsequent formation of APT. Also, thereis a historically contingent factor in explaining the developmentof the APT. Although the decision to invite the Northeast Asianleaders was made before the onset of the Asian financial crisis,the crisis “coincided with the initial meetings of the APT.”67Without the crisis, the APT would not have developed in theway it did.In conclusion, the historical institutionalist framework con-tributes to better understanding of institutional creation andevolution by paying special attention to the temporal dimensionof institution building. Instead of treating the formation of eachregional institution in isolation, the analysis of regional institu-tions in the Asia-Pacific and East Asia has revealed the impact ofpreexisting institutions on the subsequent formation of newinstitutions.
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