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Executive Summary

The purpose of this research is to develop a regional integration in-

dex and apply the index to East Asia, as well as other major regional
communities, such as ASEAN, EU, MERCOSUR, and NAFTA. The re-

gional integration index was constructed to measure the degree of integration in terms of four criteria: functional integration, political/security integration, social and cultural integration, and institutional integration.

In the case of East Asia, the region scored low in 1994 at the incep-

tion of regional integration, in terms of indices for political/security

and institutional integration, mainly due to the lack of political leadership. However, the functional integration index was higher than in
other regions at the initial stage, despite the absence of an economic
union. During the development stage of integration of East Asia in

2000, the regional integration index increased. In 2007, the overall score
increased as well, but the functional integration index actually de-

creased due to the reduction of intra-regional FDI. Noticeable increase
in the socio-cultural index was observed in the region as East Asia was

swept by the spreading popularity of Korean pop culture known as
Hallyu, or the Korean wave.

Currently, the integrative factors in the socio-cultural arena in East

Asia is lower than those of EU and NAFTA, but almost the same as
those of ASEAN and MERCOSUR. The political and security factor is

much lower than those of EU and MERCOSUR, and even lower than
those of ASEAN and NAFTA.

Following policy recommendation from Kim and Park(2004), the

following implications for the East Asian integration can be suggested.

First, East Asian countries need to make efforts to attain qualifications

as an area with greater economic integration. To this end, economic
cooperation needs to increase in terms of trade, and institution-

building for exchange rate stability must commence. Second, it would
be vital to make an advanced blueprint for regional cooperation and

integration in East Asia. Third, East Asian countries need greater exposure to opportunities for binding negotiations on regional issues, and
accumulate sufficient experience in resolving the issues. Fourth, a va-

riety of policies are required so that potential 'losers' in regional integration would be encouraged to continue their engagement in the
process.

Finally, it is strongly recommended that a kind of core group be

formed so as not to lose the driving force for integration. Case in point,
Germany and France have kept a key bilateral relation as a linchpin

over the course of the entire European integration process. In East Asia,
Japan and China are expected to play such a role, but if the two coun-

tries are not suited for the role or up to the challenge, Korea is strongly
recommended to initiate the necessary multilateral relation.

국문요약

본 연구는 동아시아 지역통합의 현 주소를 살펴보기 위하여 지역통합지수를
개발하고 이 지수를 동아시아의 경우와 주요 지역통합체인 ASEAN, EU, MERCOSUR,
NAFTA의 경우를 비교ㆍ검토함으로써 향후 동아시아 지역통합의 새로운 모델을 제시
하고자 한다.
이를 위해 본 연구에서는 안형도⋅박제훈(2007)의 지역통합지수의 기준을 활용
하여 동아시아 지역통합지수를 새로이 제시하고, 기존 지역의 지수를 2007년의
상황까지 반영하여 계산함으로써, 가장 최근연도까지 통합의 정도를 측정, 비교하고자
하였다. 기능적, 사회문화적, 정치안보 및 제도적 통합에 대한 기준을 설정하고, 이를
이용하여 동아시아 및 다른 주요 지역통합체의 통합 지수를 측정하였다.
측정 결과를 살펴보면, 동아시아의 경우 지역통합의 초기단계인 1994년에는
기능적 통합지수와 사회문화적 통합지수에서 비교적 높은 점수를 기록한 반면, 정치
안보지수와 제도적 통합지수에서는 낮은 수준을 기록하였다. 지역공동체의 부재에도
역내교류는 활발한 모습을 보였지만, 동아시아 통합을 이끌 정치적 리더십은
부족하였고, 정치안보역학구조에서는 통합에 긍정적인 요소가 존재하지 않았다.
그러나 발전단계인 2000년에는 기능적 통합지수를 제외한 나머지 지수에서 모두
상당히 향상된 모습을 보여주었다. 2007년에는 대부분의 지수가 상승하였지만, 기능적
통합지수는 역내 외국인직접투자 감소에 따라 다소 하락하는 양상을 보였다.
사회문화적 통합지수는 상승하였는데 여기에는 한류 등 문화적 교류의 확산이
동아시아에서 관찰되었기 때문이다. 정치안보지수는 여전히 통합을 이끌 정치적
리더십의 부재로 낮은 점수를 기록하였다.
지역통합의 초기 상황을 비교해 보면, NAFTA가 가장 앞서 있고, ASEAN과 EU가
그 뒤를 따르고 있다. MERCOSUR와 동아시아 및 동북아는 상대적으로 통합의 여건이
더 열악한 것으로 나타났다. 발전 단계에서는 EU와 NAFTA가 가장 앞선 반면,
ASEAN과 MERCOSUR가 그 뒤를 따르고, 동아시아와 동북아는 다른 지역통합체의
통합 정도에 미치지 못하는 것으로 나타났다. 2007년의 상황을 보면 EU가 4.8점으로
다른 공동체에 비해 가장 앞서 있으며, ASEAN과 NAFTA, MERCOSUR는 3.2~

3.3점으로 비슷한 수준에 머무르고 있다. 동아시아와 동북아는 모두 2.6점으로 더
낮은 수준에 머물러 있다.
향후 동아시아에서 지역통합을 증진하려면 다음과 같은 정책적 노력이 있어야 할
것으로 보인다. 첫째, 동아시아는 기능적 통합을 가속화시킬 수 있는 제도를 만들어야
한다. 이를 위해 산업 내 교역과 같은 실물 교역을 통한 경제협력을 높이고, 환율
안정을 위한 제도적 장치를 가시화시킬 필요가 있다. 둘째, 동아시아 역내 경제 및
통화통합에 대한 청사진을 미리 제시하는 것도 필요하다. 셋째, 동아시아에서 발생
하는 문제에 대한 구속력 있는 협상의 기회를 확대하여 역내 국가 간에 문제해결의
경험을 축적하는 것이 필요하다. 넷째, 지역개발프로그램 등 다양한 정책 수단을 통해
지역통합에서 불이익을 받게 될 수도 있는 지역 및 세력에 대한 제도적 지원이
가능해야 한다. 마지막으로 핵심추진 세력을 확보하는 것이 필수적이다. EU의 경우
에는 독일과 프랑스가 핵심적 양자관계를 형성하여 전체 통합과정의 주축 역할을
하였다. 동아시아의 경우에는 일본과 중국이 이와 같은 역할을 수행하여야 하나 아직
준비되지 않았다면 한국이 동아시아 지역통합의 핵심적 관계를 구축하는 데 주도적
역할을 수행할 필요가 있다.
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An Exploration of an Integration Index and its
Application for Asian Regional Community
Heungchong Kim, Minhee Kim, and Jehoon Park et al.

I. Introduction

East Asia, once simply regarded as a specific area of Asia, obtained

its regional implication after the financial crisis in 1997~98. As one of

the most hard-hit regions of the financial crisis, it was recognized that a
regional safety net to prevent future contagion effects of economic and

financial crises was necessary, from which Asian regionalism bur-

geoned. For more than ten years after the crisis, East Asia has tried to
develop a variety of institutional frameworks for the region, which
have encouraged regional cooperation and integration.

This paper tries to evaluate the achievements of these efforts for East

Asian integration by comparing four major regional communities of
ASEAN, Northeast Asia, EU, MERCOSUR, and NAFTA with East Asia

in terms of degree of integration. For this end, an objective criterion
was developed to carry out such analysis, and therefore a regional integration index is introduced and calculated to serve as such criteria.
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Lindberg (1970) is the first scholar who began discussing how to

calculate the degree of regional integration. Lindberg indicated that

various aspects need to be assessed to calculate the degree of integra-

tion. He suggested that specific sub-categories should be measured and
then combined to gauge the degree of integration at a certain point of
time.

Furthermore, Hufbauer and Schott (1994) suggested adopting the

Integration Achievement Score (IAS) to measure the degree of integration. They picked five factors in the process of integration: free trade in

goods and services, abolition of restrictions on investment, free flow of

labor (at least for professionals), harmonized monetary and tax policies,
and the establishment of a regional organization which conserves integration and settles disputes. Their index focused mainly on economic
integration, and thus selected economic factors for integration. Huf-

bauer and Schott then expanded the five factors into six as follows: free

trade in goods and services, free flow of capital, free flow of labor, the
establishment of a regional organization, a harmonized monetary poli-

cy, and harmonized fiscal policy. Also, all factors were graded on a

scale of 0 to 5, whose scores were averaged to yield the regional integration index.

Their regional integration index was calculated for the year 1994.

EU scored 3.3 out of 5, and NAFTA and MERCOSUR scored 2.3 and 1,

respectively. According to their analysis, in 1994, EU achieved a high
level of free trade in goods and services, free flow of capital, and estab-

lishment of a regional organization, but scored low on harmonized fis-

cal policy. NAFTA scored high on free trade in goods and services and

I. Introduction
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free flow of capital but scored low on free flow of labor, harmonized

monetary and fiscal policies. MERCOSUR received some points on free
trade of goods and services and the establishment of a regional integration, but was found to have achieved nothing in other areas.

Meanwhile Yi and Genna (2003) adopted Hufbauer and Schott

(1994)’s IAS to conduct a research on the correlation between regional
integration and similarities in economic systems, and suggested specif-

ic criteria to evaluate six factors on a scale of 0 to 5. They attempted to
calculate the degree of integration from the onset of those regional

communities up to year 1995. Yi and Genna (2003) also constructed the
IAS by assessing six categories on a scale of 0 to 5 and averaging the

scores. The six categories were: free trade in goods and services, the
level of capital flow, the level of labor flow, the importance of suprana-

tional organization in decision-making, the degree of monetary policy
cooperation, and the degree of fiscal policy cooperation. According to
their calculation, EU’s IAS was 3.33 out of 5 with ASEAN scoring a low
0.33.

Previous research basically focused on economic factors and meas-

ured the degree of economic integration in each regional community

by assessing categories such as trade, capital, labor movement, regional

organizations, and monetary and fiscal policies. On the other hand,
Ahn and Park (2007) proposed a new regional integration index, con-

sidering socio-cultural, political/security and institutional factors as

well as functional one, to avoid limitations of economic integration
perspective. The reason for this new perspective is that economic inte-

gration does not simply end with integration of economic institutions,
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but may affect and interact with social, cultural, and political integration processes. Such various types of integration processes and eco-

nomic integration may coincide or take place one after the other. The
four factors are synthesized to make a comprehensive regional integration index. Developing the regional integration index by Ahn and Park

(2007), this paper employs a broader definition of regional integration

of four factors, date-up the index by 2007, and develop a new index for
East Asia, which Ahn and Park did not touch.

Here the functional factor includes what previous studies deemed

economic integration, especially trade, investment and capital transactions. This definition is related to Liberalism in the theory of interna-

tional relations. Socio-cultural and political/security factors correspond

to Constructivism and Realism in international relations, respectively.
The institutional factor is relevant to the importance of a supranational

organization in decision-making and the level of monetary and fiscal
policy cooperation in past integration research.

This paper consists of five chapters. In the second chapter of the pa-

per, a new regional integration index is proposed and twelve subcate-

gories are suggested. The third chapter measures the twelve subcategories, and they are compared in the fourth chapter. The last chapter
elicits implications for the Asian integration in conclusion.

Ⅱ. Introduction of the Regional Integration Index
This paper intends to construct a regional integration index and use

it to measure the level of regional integration of each regional commu-

nity. The regional integration index is composed of indices for func-

tional integration, socio-cultural integration, political/security integra-

tion, and institutional integration. The four sub-indices are defined as
follows:

Table 2-1. The Components of the Regional Integration Index
Index

Sub-index

Functional integration index

trade

direct investment

financial transaction

Socio-cultural integration index

cultural homogeneity

maturity of civil
society

level of information literacy

Political/security
index

homogeneity and
maturity of politico-economic system

regional structure of
political/security
dynamics

political leadership

Institutional integration index

cooperation in
various fields

regional organizations and traderelated treaties

financial and
monetary cooperation

Four indices are composed of three criteria. Thus a total of 12 specif-

ic factors were evaluated (See Table 2-1). Functional integration index
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is calculated by gauging the proportion of intra-regional trade, intra-

regional foreign direct investment (FDI) and intra-regional portfolio
investment. These factors make important indices which show the de-

gree of intra-market economic integration in terms of trade, investment,
and capital transactions.

Socio-cultural index measures cultural homogeneity,1 average ma-

turity level of the civil society, and the level of information literacy.

Cultural homogeneity perceived by citizens of member countries is a
pivotal factor in regional integration. Moreover, regional integration

may be advanced when a civil society is firmly established in terms of
formal aspects such as law and institutions, where citizens actively par-

ticipate in politics and NGO activities, and when government operat-

ing by law is established. Expanding information literacy enables free
communication between individuals within the region, and is therefore
conducive to regional integration. Thus, information literacy is used as

an index to gauge the level of understanding between member countries.

Political/security index is measured by homogeneity and maturity

of the politico-economic system, regional structure of political and security dynamics, and political leadership. Homogeneity and similar

levels of maturity in politico-economic systems may facilitate regional
integration. Furthermore, regional structure of political/security dynamics is a catalyst for achieving regional integration. When common

crises or threats exist, incumbent nations pursue regional integration to
1

whether or not history, religion, language, or ethnicity is commonly shared

Ⅱ. Introduction of the Regional Integration Index
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address the common concern. EU and ASEAN were such cases. On the

contrary, factors such as historical or territorial disputes hamper regional integration. Regional competition for hegemony also hampers

regional integration. However, countries may strive for regional inte-

gration to eliminate the negative effects of such competition. The role

of the U.S which commands global political economic structure may
benefit or hinder integration depending on the circumstances. In case
of EU, the U.S played a positive role in achieving regional integration.

Institutional integration index is calculated by the level of advance-

ment in cooperation in various fields, the existence of regional organizations and treaties related to trade and investment, and financial and

monetary cooperation. Cooperation starts as a common enterprise in
numerous fields such as political/security area, the economy, and so-

ciety and culture. It may then progress from a conference of member

countries’ officials to Ministerial meeting and summits. Regional organizations and treaties related to trade and investment refer to organ-

izations established to address common regional issues and official

treaties between nations such as investment treaties and free trade
agreements. Financial and monetary cooperation measures the level of
cooperation in financial/monetary policies such as exchange rate cooperation and common currency usage.

The four criteria are considered equally to evaluate the degree of re-

gional integration because they have very few attributes in common,

and thus is very difficult to measure the weight of contribution among
the criteria in constructing the degree of integration.

This paper aims to measure the 12 criteria in [Table 2-2] to suggest
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the degree of integration in each regional community. Those criteria

consist of both quantitative and qualitative data. All 12 criteria were

treated as qualitative because much data were unattainable. For qualit-

ative analysis, evaluation criteria for each category are presented in
〔Table 2-2〕. Each category is scored on a scale of 1 to 5 with a higher
score meaning higher achievement.

Table 2-2. Criteria for Regional Integration Index
▶ Functional integration index
● The Share of intra-trade
1 - less than 10%
2 - less than 20%
3 - less than 30%
4 - less than 40%
5 - less than 50%
● The share of intra-foreign direct investment
1 - less than 10%
2 - less than 20%
3 - less than 30%
4 - less than 40%
5 - less than 50%
● The share of intra-portfolio investment
1 - less than 10%
2 - less than 20%
3 - less than 30%
4 - less than 40%
5 - less than 50%

Ⅱ. Introduction of the Regional Integration Index
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Table 2-2. continued
▶ Socio-cultural integration index
● Cultural homogeneity (shared history, religion, language, ethnicity, etc)
1 - No sense of identity as a region
2 - Existence of identity or recognition as a region due to regional proximity
3 - Existence of identity due o homogeneous history, religion, or language
4 - High level of community awareness due to spontaneous efforts of
members besides homogeneous history, religion, language or the like
5 - Institutionalization of community awareness due to spontaneous efforts
of members besides homogeneous history, religion, language or the like
● Average maturity of civil society
1 - A pre-modern society: no civil society
2 - The inception of civil society in terms of formal aspects such as laws

and institutions
3 - The onset of spontaneous political participation and NGO activities by
citizens
4 - Active spontaneous political participation and NGO activities by citizens
besides formal aspects such as laws and institutions
5 - Active spontaneous political participation and NGO activities by citizens.
Government by law established, besides formal aspects such as laws
and institutions.
● Level of Information Literacy
1 - The number of phone/mobile phone users is less than 100 in 1,000
2 - The number of phone/mobile phone users is less than 200 in 1,000
3 - The number of phone/mobile phone users is less than 300 in 1,000
4 - The number of phone/mobile phone users is less than 400 in 1,000
5 - The number of phone/mobile phone users is more than 400 in 1,000

20
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Table 2-2. continued
▶ political and security index
● Homogeneity and maturity of politico-economic system
1 - No democratic system and no market economy with lowest level of
homogeneity and maturity of political and economic systems
2 - Major countries possess no democratic system and no market economy.

Also characterized by
1) High level of homogeneity but low level of maturity or
2) Low level of homogeneity and intermediate level of maturity
3 - Major countries still employ no democratic system yet do employ market
economy. The level of homogeneity is low but that of maturity is high
on average.
4 - Democratic system and market economy. Also characterized by
1) High level of homogeneity and intermediate level of maturity or
2) Intermediate level of homogeneity and on average, high level of
maturity
5 - Democratic political system and market economy in play. High level of
homogeneity and maturity.

● Regional structure of political/security dynamics (The existence of
common crises or threats, historical or territorial disputes, regional hegemony disputes, and the role of the United States)
1 - No positive factor exists in terms of common crises or threats, historical
or territorial disputes, regional hegemony disputes, and the role of the
United States
2 - One positive factor from among common crises or threats, historical or
territorial disputes, regional hegemony disputes, and the role of the
United States exists

Ⅱ. Introduction of the Regional Integration Index
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Table 2-2. continued
3 - Two positive factors from among common crises or threats, historical
or territorial disputes, regional hegemony disputes, and the role of the
United States exist
4 - Three positive factors from among common crises or threats, historical
or territorial disputes, regional hegemony disputes, and the role of the
United States exist
5 - All four positive factors exist: common crises or threats, historical or
territorial disputes, regional hegemony disputes, and the role of the
United States
● Political Leadership
1 - Very low level of political leadership: leadership of conflict or nationoriented leadership
2 - Leadership for integration from some member countries
3 - Leadership for integration from some, but major countries facing opposition
from other major countries
4 - Leadership for integration in some major countries
5 - Leadership for integration in most major countries and institutionalization
was achieved.
▶ Institutional integration index
● Sectoral Cooperation (political/security, economy, and society/culture)
1 - Nonexistent cooperation
2 - Cooperation in elementary level
3 - Cooperation conducted in 3 or more fields
4 - Cooperation formalized as a multilateral government conference
(Summit and Ministerial meeting)

22
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Table 2-2. continued
5 - Cooperation formalized as a multilateral government conference
(Summit and Ministerial meeting), proceeding to deeper level discussions
of cooperation

● The existence of regional organizations and treaties related to trade and
investment
1 - No existence of regional organizations and treaties related to trade and
investment
2 - Existence of official regional organization/meeting bodies
3 - existence of Multilateral FTA
4 - Existence of treaties related to trade and investment at least at the level
of customs union, along with an official regional organization/meeting
bodies
5 - Existence of treaties related to trade and investment at least at the level
of common market, along with an official organization which decides
common policies of member countries.
● Financial and monetary cooperation
1 - Neither financial nor monetary cooperation
2 - An elementary level of financial and monetary cooperation, such as
signing of the currency swap agreement
3 - Cooperation in exchange rate policies
4 - Common exchange rate policy conducted
5 - Common currency is introduced

Ⅲ. Application of the Regional Integration Index

To compare regional integration in different regions, deciding the

point of comparison is important. Consequently, it is advisable to differentiate the early stages, the developing stages, and maturation stag-

es of regional communities and compare them accordingly. For exam-

ple, comparing the early stages of integration in EU and other regional

communities will only be meaningful if the post-World War II period
is designated as EU’s inception period. Hence this paper sets out to define the three stages of regional integration and compare Regional Integration Index of major regional communities in each stage.

ASEAN’s regional integration index was calculated in the year of

1985 (the threat of the Soviet Union diminished and foreign investment
increased in Southeast Asia), in the year of 1994 (CEPT tariff reduction

commenced), and in the year of 2007 (present). In case of EU, index
was evaluated in 1948 (after WWII), in 1952 at the initiation stage of
institutional integration (ECSC became effective) and in 2007. Also,

NAFTA’s regional integration index was calculated in 1986 (Mexico
joined the GATT), in 1994 (NAFTA became effective) and in 2007.

MERCOSUR’s was assessed in 1986 (Major countries embarked on discussing cooperation), in 1995 (MERCOSUR), and 2007. Northeast

Asia’s was evaluated in 1992 (Korea and China established diplomatic
relationship), in 2000 (after the financial crisis), and in 2007. Lastly, East

Asia’s index is gauged at 1994, 2000 and 2007. ASEAN was established

24

An Exploration of an Integration Index and itsApplication for Asian Regional Community

in 1994 and the active discussion on the integration of East Asia was
started at 2000.

For ASEAN, the security threat was gradually alleviated and the

importance of economic cooperation along with willingness to coope-

rate was strengthened in Southeast Asia after the start of Soviet glasnost and perestroika in 1985. Moreover, Southeast Asian economic in-

tegration was stimulated after the Plaza agreement, as there was an
influx of large-scale foreign investment. In 1992, the establishment of

AFTA was agreed upon by the Declaration of Singapore. This agreement stipulated that within-region tariff be gradually reduced and
non-tariff barriers among member countries be lifted to achieve free
trade among members. Common Effective Preferential Tariff or CEPT

became effective in 1994, the year that marked the beginning of the institution of Southeast Asian economic integration.

After the economic crisis in 1997, Southeast Asia’s regional coopera-

tion evolved to ASEAN Vision 2020 for comprehensive cooperation,
and concrete plan for the ASEAN community based on politi-

cal/security, financial and economic, and socio-cultural agendas was
submitted (ASEAN 2003). In 2006 an exceptional agenda for political
integration-ASEAN Union-was set up through the EPG report about
the ASEAN charter.

For EU, year 1948 is when Europe completed postwar reconstruc-

tion to some extent and began establishing a new political and econom-

ic system. In 1952, the Paris Treaty was ratified, and ECSC (European
Coal and Steel Community) was officially put into operation. The EEC

was established according to the Treaty of Rome in 1958, and EC was
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established in 1967 by integrating ECSC, EEC, and EURATOM. The
Maastricht Treaty was effectuated in 1993, establishing the European
Union and pursuing joint security and diplomatic policies, joint judiciary, and domestic policies as well as economic integration.

In case of MERCOSUR, the movement towards regional integration

began in earnest since 1986 as democratic governments sprang up in

South America, and Brazil and Argentina chose an economic integra-

tion and cooperation program. In 1991 Brazil, Argentina, Uruguay, and
Paraguay signed the Asuncion Treaty that abolished tariff amongst

themselves and established a common tariff rate against other countries, scheduled to be effectuated on January 1st, 1995. In January 1995,

MERCOSUR, a type of customs union, was officially effectuated. After
1995 Chile, Bolivia, Peru, Columbia, Ecuador joined as associate members, and Venezuela joined MERCOSUR as an official member in 2006.

As for NAFTA, 1986, the year Mexico joined GATT, will be marked

as the beginning of regional economic integration. Year 1994, when
NAFTA was effectuated will be designated as the start of the institu-

tionalization period. After Mexico joined GATT in 1986, its average
tariff by continuous reduction fell from over 25% before 1985 to 13% in

1992 when full-scale NAFTA negotiations were taking place. Furthermore, Mexico lifted non-tariff barriers to foreign investment. NAFTA
stimulated the speed of Mexican reform. Meanwhile the U.S and Canada had already effectuated a bilateral FTA in 1989.

In case of Northeast Asia, 1990 is the year China truly opened its

doors. Diplomatic ties between Korea and China was established two
years later, which became the foundation of Northeast Asian economic
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integration. After the Asian financial crisis of 1997, Asian economy

started a full-fledged recovery in 2000, and the awareness of the need for
economic cooperation and integration among Northeast Asian countries
heightened the atmosphere of economic cooperation in the region.

Meanwhile some regional communities have expanded member-

ship as shown in [Table 2-3] over the period. ASEAN had 6 members

in 1994 when CEPT became effective but its membership now totals 10
Table 3-1. The History of Enlarging Membership
Name

Year of participation
1967/1994

ASEAN

1995
1997
1999
1952
1973

EU

1981
1986
1995
2004

MERCOSUR
NAFTA

2007
1995
2006
1994

Participating Countries
Malaysia, Brunei, Singapore, Indonesia, the Philippines,
Thailand
Vietnam

Laos, Myanmar
Cambodia

the Netherlands, West Germany, Luxemburg, Belgium,
Italy, France
Denmark, Ireland, England
Greece

Spain, Portugal

Sweden, Austria, Finland

Lithuania, Latvia, Malta, Cyprus, Slovakia, Slovenia,
Estonia, Czech Republic, Poland, Hungary
Romania, Bulgaria

Brazil, Argentina, Uruguay, Paraguay
Venezuela

Mexico, USA, Canada
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as Vietnam joined in 1995, Laos and Myanmar in 1997, and Cambodia

in 1999. MERCOSUR was established in 1995 with four member coun-

tries: Argentina, Brazil, Paraguay, and Uruguay. Venezuela followed
suit in 2006. In case of NAFTA, Mexico joined after the FTA between

the U.S and Canada became effective in 1989, and the FTA between

three countries soon became effective. EU started with 6 members as
the ECSC was established, but has gradually increased its membership.

It currently has 27 members in 2007. Geographically, Northeast Asia
includes Taiwan, Mongolia, North Korea and the Russian Far East be-

sides Korea, China, and Japan. However, this paper will refer to three
countries, Korea, China, and Japan as Northeast Asia for the sake of
expediency. At the following subsection, each regional community’s

accomplishment in terms of integration will be evaluated based on all
integration factors.

1. Functional Integration Index
In the functional integration index, each regional community’s index

is gauged by observing the shares of intra-regional trade, intra-regional
FDI, and intra-regional portfolio investment.
A. Intra-regional Trade Shares
As the component of the functional integration index, the intra-

regional trade ratio including Northeast Asia and East Asia is as shown
on [Table 3-2]. In 1985 ASEAN was composed of six members and intra-
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Table 3-2. Intra-regional Trade Share

(unit: %)

MERCONortheast
NAFTA
East Asia
SUR
Asia
1948
20.9
(6)
1952
28.4
1985
17.9 (6) 51.4
1986
16.4
56.8 (12)
10.0
36.4
1987
17.1
58.2
8.9
36.1
1988
16.5
58.6
8.9
36.3
1989
16.3
58.4
10.7
36.7
1990
16.5
59.2
11.0
37.2
1991
17.5
59.6
12.8
38.9
13.9
1992
17.7
60.1
16.0
39.7
14.0
1993
18.4
55.3
18.8
41.0
16.1
1994
20.0
55.8
19.4
43.0
17.5
35.4
1995
20.4 (7) 61.7 (15)
19.2
42.0
18.6
36.9
1996
20.6
60.9
21.2
43.4
19.0
37.4
1997
21.2 (9) 54.8
22.4
44.4
18.6
36.4
1998
20.9
55.9
23.0
45.7
17.4
33.2
1999
21.8 (10) 62.0
19.8
46.8
19.2
35.4
2000
22.7
60.0
19.9
46.8
20.3
37.4
2001
22.2
59.5
17.9
46.5
21.2
37.3
2002
22.7
59.9
13.9
45.9
22.4
38.3
2003
24.4
60.6
14.8
44.8
23.7
39.4
2004
24.4
65.6 (25)
15.2
43.7
24.1
39.5
2005
24.9
64.2
15.4
43.6
23.7
39.1
2006
24.9
65.3
15.7
42.0
22.8
38.2
2007
25.0
66.7
16.5
41.1
22.2
37.8
Note: The numbers inside parentheses indicate the number of member countries in a
given year.
Sources: IMF, Direction of Trade Statistics; IMF, Direction of Trade Statistics Historical.
Year

ASEAN

EU

regional trade amounted to 17.9 percent. After CEPT was imposed in
1994, it increased to 20.0 percent and in 2007 (10 member states) it
reached 25.0 percent. With the initiation of AFTA in 1994, the intra-
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regional trade amounted to around 20 percent, and considering that it
is still in the 25 percent range, AFTA has not exerted significant influence in expanding intra-regional trade (2, 3, 3).2

Figure 3-1. Intra-regional Trade Shares

(unit: %)

In case of the EU, the reliance of the six countries-France, Germany,

Italy and Benelux-on intra-trade was 20.9 percent in 1948 and increased

to 28.4 percent in 1952 when the ECSC was established. In 2004 when

membership was extended to 25 countries, the figure rose to 66.7 percent. The EU’s share of intra-trade exceeded 50 percent in the 1980s
and 55.3 percent in 1993 as the EU was established. In 2007, 66.7 per2

The numbers inside parenthesis are the degrees of ASEAN regional integration in 1984, 1994
and 2007 according to evaluation criteria.
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cent of total trade is contributed to intra-trad (3 ,3 ,5).

As for MERCOSUR, the share of intra-trade was 10.0 percent in 1986,

and increased to 19.2 percent in 1995 when MERCOSUR was established. It showed consistent increases after 1986 and peaked to 20.0
percent after the establishment of MERCOSUR. However, it has shown

a decreasing trend since. Overall, MERCOSUR has displayed a pattern
of expanding offshore trade faster than intra-trade (2, 2, 2). NAFTA

was characterized by a high level of intra-trade even without an FTA.

In 1986, the share of intra-regional trade for the three NAFTA countries
was 36.4 percent and increased to 43.0 percent in 1994 when the NAF-

TA became effective. In 2007, it was 41.1 percent, suggesting that the
high level of intra-trade has been sustained (4, 5, 5).

As for Northeast Asia, the share of intra-regional trade was 13.9

percent in 1991, and 20.3 percent in 2000. It increased from approximately 10 percent in the 1990s to around 20 percent in the 2000s. NE

Asia’s reliance on intra-regional trade was similar to that of ASEAN’s

and far exceeded that of MERCOSUR’s, despite the absence of an eco-

nomic union. The figure for 2007, 22.2 percent, is the similar amount to
that of early European situation (2, 3, 3).

The share of intra-regional trade in East Asia, 35.4 percent in 1994,

recorded higher level than integration other regions at the initial stage.3
Since 2000, the figure has been relatively constant, holding at about
37~39 percent despite the absence of an economic union (4, 4, 4).
3

The level of trade intensity in East Asia in 1980~mid 1990s had increased tremendously in
ASEAN+3, mainly due to China’s accession to the intra-regional trade network and growing
trade of Korea with ASEAN - See Kim (2002).
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B. Intra-regional FDI Shares
[Table 3-3] presents the intra-regional FDI(Foreign Direct Invest-

ment) ratio of major regional communities.4 In the case of ASEAN, af-

ter CEPT came into effect in 1995, intra-regional direct investment

started from 16.5 percent and reached its peak of 25.9 percent in 2002.
Then, it fell to 8.0 percent level in 2004, and it rose back to 13.5 percent
in 2007 (1, 2, 2).

The annual data on EU’s intra-regional FDI is available since 1992.

The figure is quite high: 60∼70 percent in early 1990s and decreasing to

40∼50 percent in the late 1990s. However, it rebounded to approx-

imately 70 percent in the 2000s (1, 1, 5).

For MERCOSUR, the share of intra-regional foreign direct invest-

ment was very low in 1987. It was 2.3 percent in 1987, and when MER-

COSUR was established in 1995, it increased to 4.9 percent. The FTA
seems to have been effective around the time MERCOSUR was estab-

lished. However, it fell to a very low 2.3% in 2007. (1, 1, 1). In case of

NAFTA, the figure was 27.8 percent in 1986 but fell to 20.6 percent in
1994, the year NAFTA was established. After 1995, it has remained

constant near the 10-percent level and reached 15.9 percent in 2006.
However, it increased 23.4 percent in 2007 (3, 2, 3).

Northeast Asia’s ratio rose from 2.7 percent in 1991 to more than 10

percent in the mid-1990s. However, it fell below 10 percent after the
4

In order to find the percentage for intra-regional direct investment, data on bilateral direct investment is necessary, but often there was no available data. In a year with no data the index 1
was attributed.
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Asian economic crisis and registered a figure of 13.0 percent in 2007 (1,

1, 2). In the case of East Asia, the ratio of intra-regional FDI was 29.5

percent in 1994 and 36.1 percent in 1995. However, it also fell to 15.0

percent in 1997 due to the economic crisis and then rebounded somewhat to 18.7 percent in 2007 (3, 3, 2).

Overall, EU demonstrates a high level of intra-regional FDI, and

NAFTA also shows a relatively high level of intra-regional foreign direct investment. MERCOSUR’s level is especially low, whereas Northeast and East Asia shows a relatively high level of intra-regional for-

eign direct investment despite the absence of an economic union. On
the whole, it can be seen that FTA may not increase intra-regional foreign direct investment in the long run.

Figure 3-2. Shares of Intra-regional Foreign Direct Investment
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Table 3-3. Shares of Intra-regional Foreign Direct Investment
Year

ASEAN1

EU2

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

16.5
14.1
15.4
12.2
6.4
5.1
12.3
25.9
10.2
8.0
9.2
13.8
13.5

73.2
62.5
62.3
53.9
57.3
47.1
39.1
51.8
64.7
51.7
73.0
66.6
61.5
71.3
71.2
62.2

MERCOSUR3
2.3
1.6
2.6
2.6
2.5
3.6
3.4
1.4
4.9
3.2
3.2
0.6
-0.6
-0.2
6.5
0.7
6.6
3.8
4.6
1.8
2.3

NAFTA4
27.8
26.3
27.3
26.4
25.6
24.6
22.6
20.8
20.6
19.9
19.3
19.5
18.2
18.6
18.9
19.0
18.6
18.1
17.8
19.5
15.9
23.4

Northeast
Asia5
2.7
6.5
11.3
16.3
21.9
8.3
4.0
5.9
11.5
16.5
7.5
18.1
9.2
26.7
16.8
19.1
13.0

(unit: %)

East Asia

29.5
36.1
30.5
15.0
22.2
25.7
27.7
16.1
22.1
18.1
31.6
22.4
25.3
18.7

Notes: 1) Includes profit from compound interest in Malaysia, Brunei, Singapore, and
Cambodia
2) 2001-2007 EU 25 countries, 1992-2000 EU 15 countries.
3) Only Brazilian and Argentine data available and in case of Argentina, data for
1987-1992.
4) No data available for direct investment from Mexico to the U.S and Canada
5) China data is available from 1995.
Sources: Eurostat, European Union Foreign Direct Investment Yearbook; ASEAN Secretariat,
Statistics of FDI in ASEAN; OECD - OECD Stat, 2007; Bureau of Economic
Analysis, US Department of Commerce; National Institute of Statistics and
Censuses (INDEC); Banco Central Do Brazil (BCB); Ministry of Knowledge
Economy, Republic of Korea; China Statistics Press, China Statistical Yearbook;
JETRO; World Investment Report.
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C. Intra-regional Portfolio Investment Shares
Each regional community’s share of gross intra-regional portfolio

investment is evaluated to measure the level of integration of financial

markets. Gross portfolio investment is composed of stock investment
and bond investment (which consists of short-term bond and long-

term bond). In this subsection, the share of intra-regional portfolio investment is derived by dividing gross intra-regional portfolio invest-

ment in countries within the region by gross intra-portfolio investment
in all countries around the world. Meanwhile, the status of gross port-

folio investment after 2001 will be discussed in this subsection since the
bilateral portfolio investment data were only recently released by the
IMF.

The intra-regional portfolio investment ratio for ASEAN shows a

continuous increase from 11.8 percent in 2001 up to 15.9 percent in
2004. Then, there followed a contraction, and it is rising back again to
13.0 percent in 2007. However, it should be noted that these ratios pro-

duce counter-evidence that ASEAN depends rather heavily on Intra-

regional Portfolio Investment (1, 1, 2). In the case of EU, where integration of financial market is advanced, the weight was 57.3 percent in
2001 and 60.1 percent in 2007 (1, 1, 5).

MERCOSUR’s share showed an increasing trend from 0.9 percent in

2001 to 2.5 percent in 2005 but decreased to 1.1 percent in 2007. The

very low level can be attributed to countries that do not attract intraregion investment (1, 1, 1). As for NAFTA, the figure has been relatively constant: 11.8percent in 2001 and 13.0 percent in 2007 (1, 1, 2).
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The share of intra-regional portfolio investment in Northeast Asia

and East Asia was shown to be at a level lower than EU, ASEAN and

NAFTA, but exceeded that of MERCOSUR’s in 2001. The figure for
Northeast Asia was 1.2 percent in 2001 and 1.7 percent in 2007. These

figures indicate that the level of financial market integration among

Korea, China, and Japan is low (1, 1, 1). The share of East Asia increased from 3.0 in 2001 to 6.1 in 2007. It showed also low trends (1, 1, 1).
Table 3-4. Shares of Intra-regional Portfolio Investment
Year
2001
2002
2003
2004
2005
2006
2007

ASEAN
11.8
13.1
11.9
15.9
13.8
10.9
13.0

EU

57.3
60.3
61.7
63.1
63.2
62.7
60.1

MERCOSUR
0.9
1.1
1.2
1.2
2.5
0.9
1.1

NAFTA
11.8
11.4
11.7
11.4
12.7
12.7
13.0

Northeast
Asia
1.2
1.2
0.9
1.0
0.8
1.2
1.7

Source: IMF (2007), Coordinated Portfolio Investment Survey (CPIS) 2001-2005.

East Asia
3.0
2.5
4.5
2.9
4.2
2.9
6.1

On the whole EU is the leader in financial market integration whe-

reas ASEAN and NAFTA are at early stages of such integration. MERCOSUR and Northeast Asia have undergone little, if any, financial

market integration. EU’s advanced financial market integration can be

contributed to the introduction of the Euro. Also, ASEAN and NAF-

TA’s financial market integration seems to have made fairly good

progress since financial hubs, Singapore and New York, are located
within the respective regions.
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Figure 3-3. Shares of Intra-regional Portfolio Investment

2. Socio-Cultural Index
The socio-cultural index is measured by homogeneity of culture,

average maturity of civil society, and the level of information literacy.
Those factors are essential to facilitate the socio-cultural integration.
A. Homogeneity of Culture

When ASEAN was launched in 1967, it possessed elements of dis-

pute that included racial, religious, and linguistic factors. All member
states were different ethnically. For example, the majority of Indone-

sia’s population comprised of Muslim Malays while the majority in
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Thailand were Thai Buddhists. Confucian and Buddhist ethnic Chinese
were dominant in Singapore, Catholic Malays in the Philippines, and

Muslim Malays in Malaysia. In terms of religion, the prominent religions in the region include Catholicism, Islam, and Buddhism; and al-

though English is widely used, each member state has its own lan-

guage. Such ethnic, religious, and linguistic differences became factors

that might lead to regional dissent. Therefore, under such circumstances, ASEAN had no other option but to opt for the principle of nonintervention in domestic affairs of other member states. Nevertheless,

after coming into existence in 1967, ASEAN has promoted a communal
consciousness and such efforts have led to the conclusion of CEPT and

AFTA, and strengthened the sense of community.5 The years 1985,

1994 and 2007 can be considered as stages when the sense of communi-

ty increased through voluntary efforts of regional members despite
different histories, religions and languages (4, 4, 4).

In EU’s case, cultural homogeneity is a given, as all European coun-

tries share Christianity and a common Greco-Roman cultural legacy. In

1948 and 1952, there were several programs meant to bolster cultural
homogeneity. However, homogeneity has been historically ingrained

due to the common, dual legacy of Hellenism and Christianity. Later
on the Erasmus Program, an intra-regional student exchange program,

and Bologna Process for establishing criteria for joint degrees, came

into operation. In 1948 and 1952, the EU was characterized by the exis-

tence of a common identity or recognition as a regional entity due to its
5

Bhyun Chang Gu (2004), “ASEAN Way for Southeast Asian Regional Integration Strategy:
Usefulness and Limits.” Korean Political Science Journal, Vol. 12, No. 2, p. 412.
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homogeneity in history, religion, and language. Also, in 2007, the re-

gion was characterized by institutionalized community awareness due
to spontaneous effort of members aside from homogeneous history,
religion, and language (3, 3, 5).

In MERCOSUR, most countries are Catholic and spoke either Span-

ish or Portuguese, as they were once colonies of Spain or Portugal.
Thus a sense of shared cultural identity and similarities are considerable. In 1986 and 1995, the region possessed an identity or recognition as
a regional entity due to homogeneous history, religion, and language.

The establishment of the South American Community of Nations or

CSN was announced by 12 countries at the third South American
Summit at Cuzco, Peru in December 2004. In 2007, this region manifested a high level of community awareness engendered by spontane-

ous efforts aside from homogeneity of history, religion, and language
(3, 3, 4).

Mexico in NAFTA has long bore enmity and mistrust against the

United States owing to the loss of its territories as a result of the US-

Mexican War (1846-1848) and the intervention from the US. A number

of US states had once belonged to Mexico but were incorporated into
the US after war and subsequent negotiations, precipitated by west-

ward movements by Americans. Therefore in those areas (Western US)
the remnants of Mexican culture persist, and the increasing illegal immigration from Mexico is a political and social issue for the American
society. Meanwhile, the influx of Mexican population has boosted the

importance of the Spanish language in the American society, and there
is a movement to designate Spanish as a second language. Also, the
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Protestant US and Catholic Mexico share a common Christian culture.
The US and Canada used to be British colonies and are both English-

speaking countries. Canada is a part of the British commonwealth

which maintained strong ties with England, but its relationship with

the US has become stronger since mid-20th century. Therefore the two
countries are very close culturally. As of 1986 and 1994, all three coun-

tries bore a common identity or recognition of regional entity due to
their homogeneous history, religion, and language. High level of com-

munity awareness engendered by spontaneous efforts aside from ho-

mogeneity of history, religion, and language could be observed. Yet in
2007, there is still mistrust and enmity in Mexico and the US, so it is

difficult to define them as having a high level of community awareness
engendered by spontaneous efforts (3, 3, 3).

Korea, China, and Japan in Northeast Asia are all influenced by

Confucianism and use Chinese characters. Cultural exchange that had
once stalled were resumed as China opened its doors to the other two

in 1990. However, their disputes over history have not been resolved
yet. Recently, each government has initiated programs to promote cultural cooperation. In 1991, this region showed a sense common identity
or recognition of the regional entity due to regional proximity. Also, in

2000 and 2007 they bore common identity or recognition of regional

entity due to their homogeneous history, religion, and language (2, 3, 3).
Even though East Asian countries consist of diverse languages, eth-

nicities, and religions; they share a common historical and cultural
background. Korea, Japan and ASEAN Countries are located on the

outskirts of China, and they have been influenced by China’s historical
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and cultural development. For example, they have been exposed to

Chinese characters, Confucian cultures, and hegemonical influence of
empirical China in varying degrees. So, from a broad sense, they have a

common identity of East Asia, which is different from Western cultures
and values. Since 2000, The exchange of popular culture in media, es-

pecially Korean waves, has been expanding in East Asia. These spontaneous exchanges help overcome the historical and cultural limits and
play a role in the integration of the regional community (3, 3, 4).
B. Average Maturity of Civil Society
In the case of ASEAN, most of the member states gained indepen-

dence after World War II and the majority were ruled by authoritarian

governments afterwards. The tradition of authoritarianism persisted

for a long period of time, but in the 1990s the wave of democratization
swept the region, resulting in the creation of civil societies in some

states as well as increased voluntary political participation and NGO
activities. But the level of maturity of civil society is quite low in other

states. The year 1985 can be marked as the initial phase of the formation of civil society in terms of laws, institutions and in form, while the
year 1994 is a period that voluntary civil political participation and
NGO activities began (2, 3, 3).

Europe was socioeconomically devastated by the two World Wars

but has formed civil societies since the 16th century through the Reformation, industrial revolution, and the French Revolution. Action

Committee for United States of Europe led by Monet especially played
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an important role behind the scenes. In 1948 and 1952, Europe experienced the inception of formal aspects of civil society such as laws and

institutions. Currently in 2007, the civil society in EU is perhaps the
most mature around the world. Citizens are involved in spontaneous

political participation and NGO activities. Governing by law has been
established besides formal sides such as laws and institutions (3, 3, 5).

Military Juntas supported by the US have traditionally dominated

countries in MERCOSUR, which resulted in a wider gap between the

rich and the poor and increased social conflicts. The opinions of citi-

zens were not reflected and systemic political participation were not
allowed in 1960s and 1970s. In the 1980s, democracy was promoted

and civil societies started developing in the region. The region experienced the inception of civil society in terms of formal aspects such as

laws and institutions in 1995. In 2007, citizen’s spontaneous political
participation and NGO activities commenced (2, 3, 3).

In NAFTA, US and Canada have mature civil societies where citi-

zens voluntarily participate in politics and NGO activities, and government by rule of law has been firmly established. In Mexico, howev-

er, the civil society has not matured and the spontaneous political participation and NGO activities are just beginning. On average, in 1986,

the region underwent the initial stage of civil society in terms of formal
aspects such as laws and institutions. In 1994 and 2007, there were ac-

tive spontaneous political participation and NGO activities by citizens
besides formal aspects such as laws and institutions (3, 4, 4).

There were considerable vestiges of absolutism and feudalism due

to traditional influence of Confucianism in Northeast Asia. NGO activi-
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ties are flourishing in Korea and Japan, but are rare in China. The spon-

taneous growth of civil society has especially been constrained in China since the rule of the communist party in 1949. In 1991, the region
underwent initial stages of civil society in terms of creation of formal

aspects such as laws and institutions. While NGO activities in Korea

and Japan has flourished for many years, NGO activity in China were
subject to controls and restrictions. Despite indications of active NGO

participation in China in such areas as environment, redressing of the

income gap, education, and consumer protection; they have yet to
move beyond infancy (2, 3, 3).

Other than Korea and Japan, most East Asian countries including

China lack active political participation and NGO activities by citizens.

For example, NGO activity in China is in its infancy and subject to

Government controls and restrictions. The political participation and
NGO activities in ASEAN countries started earlier than China, but

their impact on the society is still limited. Also, there are variations as
to the degree of maturity of civil society from country to country with-

in ASEAN. For example, the inception of civil society in terms of formal aspects such as laws and institutions in Myanmar, Cambodia, and
Vietnam is slow compared to Singapore and Thailand (2, 3, 3).
C. The level of Information Literacy
Increased information literacy facilitates mutual communication,

enhances understanding of the partner country and therefore estab-

lishes positive environments for economic integration. The number of
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telephones in 1,000 from 1990 to 1993 and the average of number of
phones and mobile phones in 1,000 were measured to estimate the level of information literacy.

As shown in [Table 2-7], in 1993 there were 109.2 telephones per

1,000 persons, and it rapidly increased to 361.2 telephones and mobile

phones per 1,000 persons in 2005. It virtually exploded to become 577.3
telephones and mobile phones per 1,000 persons in 2007. It can be

viewed that the level of information penetration is quite significant for

ASEAN states when one considers their level of economic growth during the same period (1, 2, 5).

MERCOSUR’s number of phones or mobile among 1,000 was a mere

58.6 in 1995 but greatly increased to 558.4 in 2007 (1, 1, 5). NAFTA’s
figure also rose immensely from 230.8 in 1994 to 558.4 in 2007 (3, 4, 5).

In case of Northeast Asia, there was a rapid increase from 381.9 tel-

ephones in 1,000 in 1991, 372.2 in 2000 to 558.4 in 2007 (2, 4, 5). In case

of East Asia, there were 110.5 telephones per 1,000 persons in 1994, and

it increased dramatically to 276.7 telephones and mobile phones per
1,000 persons in 2000. Then it exploded to become 563.1 telephones and
mobile phones per 1,000 persons in 2007 (2, 3, 5).

By and large, worldwide level of information literacy has greatly in-

creased after the 1990s. ASEAN’s figure increased 5 times; MERCO-

SUR and Northeast Asia 7 times and 3.5 times, respectively. Northeast
Asia’s information literacy index surpassed those of ASEAN and
MERCOSUR’s since the beginning of 1990s and reached a level similar
to that of NAFTA’s in 2000s.
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Table 3-5. Information Literacy Index

(unit: number of people in one thousand)

Year

ASEAN1

EU2

1990

119.3

388.4

1991
1992

125.3
na

399.1
na

MERCOSUR3

NAFTA

62.6

394.1

60.1
na

382.4
na

Northeast
Asia4

East Asia

381.9

253.6

357.8
na

238.6
na

1993

109.2

430.4

93.8

411.2

281.8

195.5

1995

79.8

268.9

58.6

258.3

160.6

120.2

1994

69.6

1996

109.8

1998

125.6

1997
1999
2000
2001
2002
2003
2004
2005
2006
2007

126.3
146.8
181.2
216.8
251.2
286.3
324.4
361.2
467.0
577.3

243.4
310.9
342.8

53.5
73.7
96.7

384.3

112.8

614.2

182.4

501.6
672.5
694.2
725.8
712.6
733.1
767.7
806.1

140.1
202.9
198.5
220.8
294.9
373.9
437.8
523.9

230.8
252.9
276.7
306.7
342.1
389.3
421.8
446.4
449.1
479.3
515.1
546.0
558.4

151.3
199.8
232.9
279.1
333.3
372.2
408.7
436.0
469.0
497.9
509.5
530.8
548.8

110.5
154.8
179.6
202.4
240.1
276.7
312.8
343.6
377.7
411.2
435.4
498.9
563.1

Notes: No data exist for year 1992.
1-1 Brunei, Vietnam, Laos, Myanmar, and Cambodia-no data available.
1-2 The Philippines-Telephones (1990-1991), Mobile (1994-1995) data not available.
2-1 Cyprus, Latvia, and Malta-Telephones&Mobile (2004-2005) data not available.
2-2 Lithuania-Telephones&Mobile (2004) data not available.
3-1 Paraguay, Uruguay-no data available.
3-2 Argentina-Telephones (1990-1991) data not available.
4 China-Telephones (1990-1991) data not available.
Sources: IMD, World Competitiveness Yearbook (1992-2002 & 2003-2007); Telephones (1990-1993)
Telephone Lines & Cellular Mobile Telephone Subscribers (1994-2000); Fixed
Telephone Lines & Mobile Telephone Subscribers (2001-2005).
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3. Political and Security Index
A. Homogeneity and Maturity of the Politico-Economic System
Southeast Asian states share a common history of complete or par-

tial colonialization by western powers and that molded a sense of ho-

mogeneity, leading to the formation of ASEAN in order to overcome

outside security threats. Thailand and the Philippines have achieved a
certain degree of democratization but Malaysia, Indonesia and Singa-

pore still maintain a relatively closed and authoritarian government
systems, while Vietnam, Laos, and Myanmar have a one party system
or an authoritarian military junta ruling the country.

In terms of political and security cooperation, Indonesia and Malay-

sia pursue a line of neutrality and are quite conservative. Thailand and

the Philippines are under American influence, while Singapore leads in

terms of strengthening of economic cooperation by adhering to free
market principles and maintains the balance of power. Most Southeast

Asian states were under authoritarian regimes in the 1980s and some

became democratized after the late 1990s, but most states still have au-

thoritarian or communist governments, and as a result the level of homogeneity in their political system is weak.

After the 1990s, the capitalist economic system expanded but save

for Singapore and Brunei, most states remained developing states and
the level of maturity of their capitalist systems is quite low. In 1985, the

major states had undemocratic political systems, non-market economic
systems and levels of political and economic maturity is low. But since
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1994, although most states remained undemocratic politically, they
turned into capitalist market economies. Although political and eco-

nomic homogeneity is low, the average level of maturity has increased
significantly (2, 3, 3).

In 1948 and 1952, the EU had a democratic political system and a

market economy with high homogeneity and a middle level of maturity. In 2007, the EU had a democratic political system and a market eco-

nomic system with a high level of homogeneity and maturity of political and economic systems (4, 4, 5).

In 1986 and 1995, MERCOSUR had a non-democratic political sys-

tem but a market system with a high homogeneity and a low level of
maturity. In 2007, the MERCOSUR had a democratic political system
and a market economic system with a high level of homogeneity and a
middle level of maturity in political and economic systems (3, 3, 4).

In 1986 and 1994, the major countries of NAFTA still had a non-

democratic political system and a market economic system with low
homogeneity and a high average level of maturity. In 2007, the NAFTA

has a democratic political system and a market economic system with a
middle level of homogeneity and a high average maturity of political
and economic systems (3, 3, 4).

In the case of Northeast Asia, as South Korea succeeded in democra-

tizing in the 1990s, the homogeneity and maturity of political and economic systems increased mainly among South Korea and Japan. Economically, the homogeneity amongst South Korea, China and Japan is
increasing, but the political systems are heterogeneous rather than homogeneous since China still maintains a socialist system. In 1991, ma-
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jor countries had non-democratic political systems and non-market

economic systems, and the homogeneity of political and economic sys-

tems is low with a medium degree of maturity. Economic homogeneity
among the three Northeast Asian countries is increasing, but political

systems remain dissimilar due to persistence of the socialist system in

China. In 2000 and 2007, major countries still had non-democratic political system and market systems. The homogeneity of political and
economic systems is low with a high degree of average maturity (2, 3, 3).

The political systems varies from country to country in East Asia.

For example, China is a socialist state while Korea and Japan are dem-

ocratic countries. Among ASEAN, Thailand and the Philippines have
achieved a certain degree of democratization but Malaysia, Indonesia

and Singapore still maintain a relatively closed and authoritarian government systems. Vietnam, Laos, and Myanmar have a one party sys-

tem or an authoritarian military junta ruling the country. Despite the

difference in political systems, most East Asian countries employ a

market economy and policies of openness in order to develop their
country and stimulate economic growth. Therefore, economic homo-

geneity among East Asian countries is increasing, and prosperity
brought by the economic growth then stabilizes the politics. In fact,

even though the level of homogeneity in political system is low, the
maturity is high on average (2, 3, 3).

B. Regional Structure of Political and Security Dynamics
The end of World War II led to the independence of Southeast Asian
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states, but it also led to local social conflicts as well as political and

economic turmoil. At the regional level, discussion of cooperation was

not even possible due to territorial disputes between the states. In the
1950s, the Cold War conflicts solidified in the region. In the 1960s, the
escalation of the Vietnam War, as well as the rise of China as a regional

power, raised a great threat to the security of ASEAN states. In response, ASEAN states opted to deal with the threats from neighboring
communist states by strengthening regional cooperation. Then, after

the end of the Cold War, the rapid rise of the Chinese economy, which
followed the path of Japan back in 1960s, brought whole new concerns

about hegemony in Southeast Asia. This chain of events led Southeast
Asia to form a body for regional cooperation. Later, ASEAN extended
its membership to Vietnam, Laos, Myanmar and Cambodia. In 1985,

communism loomed as a common threat to ASEAN states and territorial disputes among the member states eased. Furthermore, the riva-

lry between Malaysia and Indonesia for regional hegemony subsided.
From around 1994, due to the rise of the Chinese economy, ASEAN

once again was on common ground in facing a regional issue, and currently there are no territorial disputes or competition for hegemony
among member states (4, 4, 4).

As EU in 1948, the common threat of the Soviet Union and the role

of the US was a facilitating factor concerning security. In 1952, the So-

viet threat and the American presence, the disputes of past history and

the competition of regional hegemony converted into positive factors
(3, 5, 4).

For Mercosur in 1986, there was a common threat in the form of the
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US, but there was no disputes concerning history and territory. In 1995

and 2007, the competition for regional hegemony was no longer a political bottleneck due to the launching of the Common Market (3, 4, 4).

For NAFTA in 1986 and 1994, the economic integration of the EU be-

came a common threat to the countries of central and southern Ameri-

ca. There were no bottlenecks like historical and territorial disputes or
competition for regional hegemony (4, 4, 4).

In terms of common crisis/threats for Northeast Asia, 1997 Asian fi-

nancial crisis became the catalyst for making countries realize the necessity of regional integration. There is confrontation in positions about

the role/involvement of the US. It seems that the US is strongly opposed to any moves at regional integration excluding the US.

With respect to past history, China and Japan have regarded each

other as rivals over issues such as territorial disputes and hegemonic
competition. Among the three countries, historical and territorial dis-

putes remain outstanding issues. The competition between China and
Japan for regional hegemony rather reinforced due to the rapid growth

of China. As for regional power balance, the unequally large size of
China becomes a bottleneck. Overall, the politics/security power struc-

ture contributed positively to regional integration through the Six-

Party Talks over the North Korean nuclear issue. In 1991, there were no
positive factors. In 2000, the Asian financial crisis became a moment for

realizing the necessity of regional integration. In 2007, there were lin-

gering historical and territorial disputes between the three countries,
but North Korea’s nuclear issue became a catalyst for regional cooperation (1, 2, 2).
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In East Asia, there are various cooperative activities are in progress.

However, such cooperation has not settled the old historical and territorial disputes among Northeast Asian countries, as China and Japan

still compete for hegemony in East Asia. However, with respect to

common crisis/threat in East Asia, 1997 Asian financial crisis provided
the momentum for making the countries realize the necessity of re-

gional integration in 2000. North Korea also became the catalyst for
regional cooperation in 2007 (1, 2, 2).
C. Political Leadership
In ASEAN, territorial disputes and competition among Malaysia,

Philippines, and Indonesia existed in the early post World War II era,
but the threat of Cold War converted such atmosphere into a coopera-

tive mood. The common threat of communism was the turning point

for the formation of ASEAN and with the leadership of Philippines,

Thailand, Singapore and Indonesia it resulted in the establishment of

AFTA. Through summit meetings, ASEAN has increased the level of
AFTA economic integration and Indonesia, Malaysia, Singapore,
Thailand and Philippines have displayed political leadership in this

process. However, there is no further development beyond FTA such
as customs union or a common market. In 1985, ASEAN sought to con-

clude an FTA with shared leadership and in 1994 implemented the
CEPT. After the establishment of AFTA in 2005, it is seeking to deepen
regional integration (4, 5, 4).

In 1986 for Mercosur, only a few major countries had leadership
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concerning integration and they were confronted with oppositions of
other major countries. In 1995, most major countries have had leadership for integration leading to a successful result in the form of institu-

tionalization. In 2007, a number of major countries have had leadership

for integration but with no further advancement in integration (3, 5, 4).

For NAFTA in 1986, parts of major countries have shown leadership
for integration to conclude an FTA for the US and Canada. In 1995,

most major countries have had leadership for integration leading to

successful institutionalization. In 2007, there is no leadership for additional integration (3, 5, 1).

In Northeast Asia, while President Kim Daejung proposed the initi-

atives of three countries in the ASEAN+3 meeting and Roh’s govern-

ment advocated Northeast Asian regional integration, no visible results
came thereof due to Japan’s disinterest. A genuine international leadership for regional integration is needed. In 1991, the level of regional

leadership is very low, with leadership only concerned with conflicts

or domestic issues. In 2000, the discussions of economic integration

focusing on East Asia are activated and the necessity of regional inte-

gration even among the three countries. In 2007, China recently demonstrated some regional leadership by driving the six-party talks forward, but sufficient leadership for regional leadership is still lacking
among the three countries (1, 2, 3).

Even though ASEAN member countries are moving forward to-

wards integration, the Northeast Asian countries lack a strong leader-

ship for integration between the three countries. However, each individual country of Northeast Asia is trying to strengthen relationship
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with ASEAN. For example, the three countries are competing with
each other for integration with ASEAN through FTA. But, there is no
strong leadership for integration among Northeast Asian countries and

across East Asia. Nonetheless, some good prospects for political leadership has been shown in that after 2003, China demonstrated some

regional leadership by driving the six-party talks, but sufficient leader-

ship for regional integration is still lacking among East Asian countries
(1, 2, 3).

4. Institutional Integration Index
A. Sectoral Cooperation
In 1992 ASEAN decided to form AFTA through the Singapore Dec-

laration and codified the time line and the implementation process.

ASEAN members were engaged in mutual cooperation in diverse

fields but the level of cooperation was quiet low. In 1985, the cooperation was focused on the political/security arena, then in 1994, it moved

on to economic cooperation through CEPT. In 2005, the main focus was

to deepen AFTA and to create ASEAN Communities. In 1985, cooperation was pursued in security and sociocultural areas. After 1994, it was

focused on economy. In 2005, security and economic cooperation was
settled through multilateral summit meetings (3, 4, 5).

In 1952, the sectoral cooperation of the EU developed into multila-

teral inter-governmental cooperation bodies. In 2007, the sectoral cooperation became established as regular multilateral summits and the
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discussions have deepened (1, 4, 5).

In 1995, the sectoral cooperation in MERCOSUR proceeded in more

than three fields. In 2007, the cooperation became formalized into multilateral intergovernmental bodies (1, 3, 4). In 1986, there were no sectoral cooperation in NAFTA. In 1994, the sectoral cooperation pro-

ceeded in more than three fields. In 2007, the cooperation became formalized as multilateral intergovernmental bodies in more than one
fields (2, 3, 4).

In 1991, sectoral cooperation in Northeast Asia was very limited.

The Northeast Asia ARF (ASEAN Regional Forum) has assumed the

role as the intergovernmental, multilateral cooperative body in security.
In the energy sector, there is the Senior Officials Committee on Energy
Cooperation in Northeast Asia that was established in 2005, with the
organization holding its third session in December of 2007. The multi-

lateral cooperation in the environmental sector is taking place centered
on such bodies as TEMM, NOWPAP and NEASPEC. Discussions con-

cerning logistics activities are taking place within various departments
and divisions within Korea’s Ministry of Land, Transportation, and

Maritime Affairs. The 2006 ministerial conference on logistics between
Korea, Japan, and China represent an improvement over conference of
department heads held previously. However, at this juncture, such

conferences cannot be formally considered multilateral cooperative
organizations between governments (1, 3, 3).

Since its inception in 1997, the ASEAN+3 process has taken up vari-

ous measures to expand and deepen cooperation between the two sub-

regions, and East Asian countries are now taking concrete steps toward
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achieving the goals of closer integration and overcoming common

challenges. Annual Summit and ministerial meetings have broadened
and deepened the areas of cooperation, including political and security

issues, economic, finance and monetary issues and other tracks. In 2007,
there are various cooperative activities in progress, but it has not yet
been settled (1, 2, 2).

B. Regional Institutions/Treaties
When ASEAN was formed, only minimal consent was pursued in

terms of regional cooperation because of the diverse motives and inter-

ests of the members, and there were no specific plans to create a com-

munity. ASEAN members were not keen on creating and developing a
regional body with independent authority and budget at the beginning

and sought to develop through minimal institutional devices.

ASEAN’s cooperation was codified in the form of declaration and it

was not specific in that it does not include a set goal, timetable and
phase of development.

At the initial stage, each member’s ASEAN department functioned

as preparatory organs for policy consultation and setting meetings. In

1976, 10 years after coming into existence, ASEAN established the
ASEAN Secretariat as the first permanent intergovernmental body, but

its role was limited to holding annual ministerial meetings and preparing for expert group meetings. The conclusion of AFTA enlarged the

function of the secretariat. The aforementioned ASEAN Secretariat was

composed of a Secretary General, deputy Secretary General, directors,
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experts and administrative staff. It could establish measures and set
agendas for development, but in reality it still focused on holding and

managing ministerial meetings and other administrative tasks. ASEAN

was quite negative in developing into a transnational organization

where the sovereignty of nation-states could be transferred to a regional organization, as well as other institutional advancements. In 1993,

the foreign ministers of 18 Asian-Pacific states participated in the establishment of the ASEAN Regional Forum. In 1967, when ASEAN was

first founded, the foreign ministers of member states created ASEAN

Ministerial Meetings (AMM) and in 1977 institutionalized ASEAN

Economic Ministers Meeting (AEM).6 The ASEAN summit meeting

has become institutionalized after the 1992 summit meeting in Singa-

pore, and since then alternated from formal to informal annual meetings, representing the enhanced level of ASEAN regional cooperation.

In 1977, the nongovernmental entity of ASEAN Inter-Parliamentary
Organization(currently changed into ASEAN Inter-Parliamentary

Caucus) was established and cooperates with the ASEAN Secretariat.
In 1985 it existed as a regional level meeting body, and in 1994 estab-

lished multilateral FTA and it is pursuing continuous economic integration (2, 3, 3).

In 1948 there was no regional institution/treaty related to trade and

investment. The ECSC, which was launched in 1952, could be considered a treaty related to trade and investment more developed than a
multilateral customs union. But it was evaluated as falling short of the
6

Shin Doo Chul (2001), ”Comparison of Historic and Institutional Development of ASEAN and
EU.” Korean German Social Science Journal, Vol. 11, No. 2, pp. 38-44.
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level of a regional FTA because it was limited to coal and steel sectors
(1, 3, 5)

In 1995, there was a regional multilateral FTA in MERCOSUR. In

2007, there is a regional treaty related to trade and investment and a

regional formal institution or body (1, 3, 4). NAFTA does not have any

supra-national institution except for the organization for efficient administration and disputes settlement. In 1986, there was no regional

institution/treaty related to trade and investment. In 1994 and 2007, an
FTA was established and operated (1, 3, 3).

In Northeast Asia since 1999, the summit meetings among the three

countries have been held along with ministerial meetings in diplomacy,
logistics and environment. ASEAN Regional Forum (ARF) have played
a limited role in the field of security. Since 1990 and up until 2007, there

has yet to exist any formal regional organization, conference, or FTA (1,
1, 1).

ASEAN Member States negotiated FTAs or Comprehensive Eco-

nomic Partnership (CEP) with each individual Plus Three country. All

FTAs/CEP cover trade in goods, trade in services, investment, and oth-

er areas of economic cooperation. However, there is no existence of regional organizations and treaties related to trade and investment over

East Asia as a whole. For instance, the Agreements on Trade in Goods
and Dispute Settlement Mechanism between ASEAN and China were
signed in November 2004 in Vientiane. The Agreement on Trade in
Goods is being implemented since July 2005. The Agreement on Trade

in Services was signed at the sidelines of the 10th ASEAN-China
Summit in January 2007 in Cebu and entered into force on 1 July 2007.
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Negotiations on the Investment Agreement have been completed and
the Agreement was signed in August 2009 in Bangkok, Thailand.

As for Korea, the Framework Agreement on Comprehensive Eco-

nomic Cooperation and Agreement on Dispute Settlement Mechanism

between ASEAN and Korea were signed in December 2005 in Kuala
Lumpur. The Agreement on Trade in Goods with Korea was signed by

nine ASEAN Member States and Korea in August 2006 in Kuala Lumpur. The Trade in Goods Agreement is being implemented since 1 June
2007. The Trade in Services Agreement was signed by also nine

ASEAN Member States and Korea at the sidelines of 11th ASEANROK Summit in November 2007 in Singapore (1, 1, 1).
C. Financial and Monetary Cooperation
ASEAN has not actively discussed financial and monetary coopera-

tion between members but after the 1997 financial crisis, it has initiated

efforts such as the Ching Mai Initiative at ASEAN+3 level to prepare
for a common response to financial crisis and engaged in discussions
for a single currency in the form of Asian Currency Unit (ACU). In

1985 and 1994 financial monetary cooperation was virtually nonexistent, but in 2007 with the conclusion of currency swap treaties, rudimentary financial and monetary cooperation were discussed (1, 1, 2).

In the EU since 1980s discussions for introducing a common curren-

cy and an exchange cooperation have been made. The introduction of

the Euro in January 2002 represented a great success in establishing a
monetary union (1, 1, 5).
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MERCOSUR initially set a goal of attaining monetary integration

until 2005. However, in 1995 and 2007, discussions were in progress on
financial-monetary cooperation at a primitive level (1, 2, 2). NAFTA

does not have any mechanism for financial-monetary cooperation,
meaning there was no real result in this field in 2007 (1, 1, 1).

In the case of Northeast Asia, since the financial crisis the financial

cooperation has been proceeding in the framework of ASEAN+3. In

1991 there is no financial cooperation in the region. In 2000 and 2007

the financial cooperation at the primitive level such as a monetary
swap agreement is being discussed (1, 2, 2).

Financial cooperation has been in progress within the framework of

ASEAN+3. This led to the creation of a CMI, a bilateral currency-swap

agreement, in May of 2000 and the ABMI in August of 2003. Discus-

sions were held concerning the establishment of a single reserve pooling that will be stronger and more secure than CMI. However, the

three Northeast Asian countries have yet to cooperate on foreign exchange policies, and measures for cooperation including conclusion of
currency swap agreements have not been implemented (1, 2, 2).

Ⅳ. Comparison and Interpretation

The sectoral scores and historical changes in the regional integration

index are presented in [Table 2-7]. Average scores for Northeast Asia

were very low at the initial stage (in 1991) in every field except for the
social-cultural index. This is because Northeast Asia was caught up in
the sharp conflict of ideologies and the Cold War, which precluded any
momentum for regional integration.

But, in 2000, there was significant advancement towards integration

in sociocultural, political-security and institutional arenas. The increasing shares of intra-regional trade particularly deepened functional in-

tegration in the Northeast Asia region. The sociocultural index in-

creased due to stimulation of exchange among the countries in North-

east Asia and raised the necessity of regional integration from the polit-

ical/security perspective. Institutionally, as the necessity of regional
cooperation after the financial crisis received due recognition, the fi-

nancial and sectoral cooperation was greatly advanced, thus enabling

the continuous progress in sociocultural, political/security and func-

tional integration we saw in 2007. The sociocultural index increased

due to digitization and the political-security index increased due to
political leadership. Recently, China has been displaying improved
leadership among the three Northeast Asian countries.

In the case of East Asia, functional integration indices; such as intra-

regional trade, intra-regional FDI and intra-regional portfolio invest-
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ment, were higher than indices for other regional integration at the ini-

tial stage. However, political and security index was very low compared to other integration indices, largely due to lack of political leadership in East Asia.

During the initial development stage of integration of East Asia in

2000, the regional integration index increased in sociocultural, politi-

cal/security and institutional sectors. Regional integration improved in
most sectors after the Asian financial crisis, after which the ASEAN

Plus Three (APT) cooperation was initiated. In 2007, the overall score

increased, but the functional integration index actually decreased due
to the reduction in intra-FDI. Noticeable increase in the sociocultural

index was registered since 2000, as East Asia was swept by the spreading popularity of Korean pop culture known as Hallyu, or the Korean

wave. However, the political/security index was still low due to con-

tentious regional dynamics and political leadership. Even with recent
demonstration of regional leadership by China, there is still insufficient
integration in the political/security arena.

Comparing the level of integration in East Asia with that in North-

east Asia, East Asia displays a lower level of integration than Northeast
Asia in two sectors: political-security and institutional integration in-

dices. Comparing the initial conditions of regional integration, NAFTA

stood out at the forefront while ASEAN and EU belonged to the

second group. East Asia fared better than MERCOSUR, and MERCOSUR and Northeast Asia were the worst. As for the stage of development of integration, the following ranking list emerged, from highest

to lowest: NAFTA, EU ASEAN, MERCOSUR, East Asia, Northeast
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Asia. A comparison of the index in 2007 showed EU at the front and

NAFTA, ASEAN, MERCOSUR at level 3. Coming back to Northeast
Asia and East Asia, while the level of integration may be low, but indices there show that the conditions for regional integration have matured.

Certain factors in Asia have been a facilitating sociocultural integra-

tion; namely the homogeneity of culture, the maturation of civil society

and the increasing digitization, all of which facilitated regional integration. Functional integration indicies, especially the shares of intra-

regional trade and intra-regional foreign direct investment, are not low

in spite of the fact that there is no formal regional integration body. The

homogeneity and maturity of political/economic systems are increasing steadily along with political leadership. Comparing the situation of

Asia in 2007 with initial conditions of other integration bodies, Northeast Asia is faring better than ASEAN, EU, and much better than

MERCOSUR. However, in terms of the stage of development, North-

east Asia is a slightly behind ASEAN, EU, NAFTA and MERCOSUR.
Initial conditions in East Asia are more favorable compared to Northeast Asia, but the two regions are similar in terms of the development
stage.

Table 4-1. Regional Integration Indexes
Factors
Functional
integration
index
Sociocultural index
Politicosecurity index

ASEAN

EU

MERCOSUR

NAFTA

North East Asia

East Asia

1985 1994 2007 1948 1952 2007 1986 1995 2007 1986 1994 2007 1991 2000 2007 1994 2000 2007

Intra-trade

2

3

3

3

3

5

2

2

2

4

5

5

2

3

3

4

4

Intra-portfolio investment

1

1

2

1

1

5

1

1

1

1

1

2

1

1

1

1

1

Intra-FDI
Average

Homogeneity of culture
Maturity of civil society
Information literacy
Average

Homogeneity&maturity
of politico-economies
Regional Dynamics
Political leadership
Average

Sectoral cooperation
Regional organizations
Institutional
and treaties
integration
Financial and monetary
index
cooperation
Average

Regional Integration Index

1
1.3
4
2
1

2
2.0
4
3
2

2
2.3
4
3
5

1
1.7
3
3
3

1
1.7
3
3
5

5
5.0
5
5
5

1
1.3
3
2
1

1
1.3
3
3
1

1
1.3
4
3
5

3
2.7
3
3
3

2
2.7
3
4
4

3
3.3
3
4
5

1
1.3
2
2
2

1
1.7
3
3
4

2
2.0
3
3
5

3
2.7
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Table 4-2. Comparison of Facilitators and Bottlenecks (2007)

ASEAN

EU

MERCOSUR
NAFTA

facilitators
• Socio-cultural factor
• Political-security factor
• Institutional factor
• Functional factor
• Social-cultural factor
• Institutional factor
• Political-security factor
• Political-security factor
• Social-cultural factor
• Institutional factor
• Social-cultural factor
• Functional factor
• Political-security factor

NEA

• Social-cultural factor

East Asia

• Social-cultural factor

bottlenecks
• Functional factor

• Functional factor
• Institutional factor
• Functional factor
• Political-security factor
• Institutional factor
• Functional factor
• Political-security factor
• Institutional factor

Note: The cases of more than or equal to 3 points in 2007 are classified into facilitators.

V. Conclusions

Looking at ASEAN and MERCOSUR, which are regional integra-

tion bodies between developing countries, we can see that the social
cultural factor, political/security factor and institutional factor work as

major facilitators. On the other hand, functional factor proved to be a
major bottleneck. In EU, which is a regional integration body among

developed countries, almost every factor function as facilitators. In

NAFTA, institutional factor is the bottleneck. In Northeast Asia and

East Asia, socio-cultural factor works as a facilitator whereas political
and security factor and institutional factor are bottlenecks.

ASEAN and MERCOSUR recorded low scores in functional integra-

tion, which reflects regional integration that is not yet mature. The case
of NAFTA shows the limits of regional integration among developed

and developing countries. Due to gaps in the homogeneity of political
economic system, the level of economic development and the maturity

of civil society, regional integration can not proceed beyond the level of
an FTA.

Comparing the initial conditions of major regional integration bo-

dies, political and security factor emerges as a facilitator. It showed the

importance of the political/security factor as a facilitator. As regional

integration proceeds, socio-cultural factor emerges as an additional
facilitating factor. So, the political-security factor and socio-cultural factor are important in integration drive at the initial stage.
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Currently the socio-cultural factor of Northeast Asia is lower than

those of EU and NAFTA, but is almost the same as those of ASEAN

and MERCOSUR. The politico-security factor of NEA is much lower

than those of EU and MERCOSUR, and even lower than those of
ASEAN and NAFTA. Comparing the initial conditions of the regional
integration bodies, the socio-cultural factor of NEA is higher than those

of ASEAN, EU, and MERCOSUR. But, the politico-security factor of
NEA is lower than those of ASEAN, EU, and MERCOSUR, NAFTA.

In East Asia, the socio-cultural factor is lower than those of EU and

NAFTA, but almost the same as those of ASEAN and MERCOSUR.
The politico-security factor is much lower than those of EU and MER-

COSUR, and even lower than those of ASEAN and NAFTA. The poli-

tico-security factor is lower than those of ASEAN, EU, and MERCOSUR, NAFTA.

Even though the politico-security factor should play an active role

for Asian regional integration, it seems that it requires a longer time in
order to enhance the homogeneity of political-economic systems in

Asia. Also the maturity of the Chinese political-economic system will
not likely be realized in the short run.

Upon finding a much lower level of integration in East Asia than

that of the EU, what kind of policy suggestions can we draw from the
fact? Kim and Park (2004) suggested the following implications for the
East Asian integration.7 First, East Asian countries need to make ef-

forts to qualify as an optimum currency area. In order to do this, eco7

This part is adapted from the Executive Summary in Kim and Park (2004).
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nomic cooperation needs stimulation through increased trade, espe-

cially intra-industry trade, and needs to establish institutional building
for exchange rate stability. Second, it would be vital to make an advanced blueprint for monetary cooperation and integration in East

Asia, as the Werner report. Although the report it had not been implemented immediately, has contributed much to subsequently shaping
monetary integration process in Europe. Third, East Asian countries
need to be exposed to opportunities for binding negotiations on re-

gional issues and accumulate sufficient experience in solving the issues.
It took many years for the EU member states to acquire negotiation
skills and to reach mutual understanding with each other. Fourth, a

variety of policies are required for the possible ‘loser’ in the process of

monetary integration to be encouraged to stay engaged in the process.
Common Agricultural Policy and Structural Funds played a key role

for this purpose, although the original programs were not invented for
that purpose. Fifth, it is very important to establish a core group of na-

tions within East Asia, which may contribute to attracting the countries
ruled out of the list, as well as to enhance the monetary cooperation

amongst peoples of the core group countries. Sixth, it is recommended
to preserve the momentum of the process for cooperation by creating a

group of ‘devotees’ or policy entrepreneurs who are eager to make an

honest effort to bring about monetary cooperation and integration in
East Asia.

Finally, it is strongly recommended to form a kind of core group so

as not to lose the driving force for integration. Germany and France

have maintained a key bilateral relation as a linchpin in the course of
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the whole integration process. In East Asia, Japan and China are expected to play such a role, but if the case does not hold for two countries, Korea is strongly recommended to initiate such relations. Korea,
unique in being a divided country, also needs to recognize that it

should take the moral responsibility to disseminate ideas and the action plans for peace-keeping, and to advocate peace and prosperity in

the region. It can play an important role in initiating and leading the
whole process of peace and prosperity through economic and monetary integration.
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